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BBM 412: STRATEGIC MANAGEMENT  
Contact hours: 42 

Pre-requisites:  BBM 412 

 

Purpose:  

Expected Learning Outcomes of the Course: 

 By the end of the course, students should be able to:- 

 Explain what is a corporate and business strategy  

 Identify strategic issues, values and corporate culture for an organization  

 Describe methods of managing strategic change  

 

Course Content: 

 Introduction to strategic management; key concepts  

 Formulation of corporate and business strategy  

 Strategic decisions: analytical frameworks and strategic management, values, corporate 

culture  

 Identifying strategic issue, strategic objectives, competitive forces and strategies, cost 

leadership  

 Product life cycle, diversifications, innovation, product/service re-engineering  

 Managing strategic change  

 

Course Outline 

 

WEEK 1 

CHAPTER ONE: STRATEGIC MANAGEMENT  

 Introduction to strategic management;  

 key concepts  

 Levels of strategies  

 Value of strategic management  

 

WEEK 2 AND 3 

CHAPTER TWO: FORMULATION OF CORPORATE AND BUSINESS STRATEGY  

 Environmental Analysis  

 Factors affecting use of environmental analysis in strategy formulation  

 Collaboration in strategy formulation  

 

WEEK 4, 5, AND 6  

CHAPTER THREE: STRATEGIC DECISIONS: ANALYTICAL FRAMEWORKS AND 

STRATEGIC MANAGEMENT, VALUES, CORPORATE CULTURE  

 

WEEK 4  

w
w
w
.m

as
om

om
si
ng

i.c
om



 

- 3 - 

 

 Strategic decisions  

 Business portfolio analysis decisions 

 

 

WEEK 5 

 Analytical frameworks and strategic management  

 Developing a strategy  

 Determinants of strategy  

 Mission statement  

 Long range planning  

WEEK 6 

 Values, corporate culture,  

 Sources of values  

 Leadership  

 Models of leadership  

 Types of cultures  

 Culture vs organizational performance  

 

WEEK 7 AND 8  

CHAPTER FOUR: IDENTIFYING STRATEGIC ISSUE, STRATEGIC OBJECTIVES, 

COMPETITIVE FORCES AND STRATEGIES, COST LEADERSHIP  

 

WEEK 7  

 

 Identifying strategic issue 

 Competitive advantage  

 strategic objectives 

 Characteristics of good objectives 

 

WEEK 8  

 

 competitive forces and strategies 

 cost leadership  

 Advantages and disadvantages of cost leadership  

 

 

WEEK 9 AND 10 

CHAPTER FIVE: PRODUCT LIFE CYCLE, DIVERSIFICATIONS, INNOVATION, 

PRODUCT/SERVICE RE-ENGINEERING  

 Stages in product life cyle  

 Characteristics and primary objectives 

 Strategies emphasis on  different stages  

 Types of diversification  

 What is innovation  

 Evaluation of innovation  
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 Innovation and knowledge management relationship 

 Research and development and relation to innovation 

 Vision 2030 imperatives on research  

 Objectives and importance of product reengineering  

 

WEEK 11 & 12 

CHAPTER SIX: MANAGING STRATEGIC CHANGE  

 Understanding strategic change  

 The context and forces of change  

 Approaches to strategic change management  

 Styles of managing change  

 Change leadership  

 Resistance to change  

 

WEEK 13 

REVISION  

 Review all the questions at the end of the module  

 Review the comprehensive assignment  

 Analyze case studies  

 Analyze and critique Kenya Vision 2030 Strategy and do a report in groups   

 

WEEK 14 

 

END OF SEMESTER EXAMINATIONS   

 

Course Assessment 

 

Examination      - 70% 

Continuous Assessment Test (CATS)  - 20% 

Assignments      - 10% 

Total       - 100% 

 

 

Teaching/learning methodologies 

Lectures and tutorials; group discussion; demonstration; individual assignment; case studies 

Instructional Materials and Equipments 

 Projector; text books; design catalogues; computer laboratory; design software; simulators 

Recommended text books (see also end of module)  

Baker M. I (2005) Strategic management (2
nd

 edition) Macmillan 

Text books for further reading  

Bush P. S and Houston M. I (2000), Strategic Managements, latest Edition 

Other support Materials  
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Various applicable manuals and journals; variety of electronic information resources as 

prescribed by the lecturer 

Contents 
 

1.0  CHAPTER ONE .............................................................................................................. - 6 - 
1.1 INTRODUCTION TO STRATEGIC MANAGEMENT ............................................ - 6 - 

2.0  CHAPTER TWO ........................................................................................................... - 19 - 
2.1 FORMULATION OF CORPORATE AND BUSINESS STRATEGY .................... - 19 - 
3.0  CHAPTER THREE ....................................................................................................... - 29 - 
3.1  STRATEGIC DECISIONS ........................................................................................ - 29 - 

4.0 CHAPTER FOUR .............................................................................................................. 86 
4.1 IDENTIFYING STRATEGIC ISSUES ......................................................................... 86 

5.0 CHAPTER FIVE ............................................................................................................. 110 
5.1  PLC, DIVERSIFICATIONS, INNOVATIONS, PRODUCT RE-ENGINEERING ... 110 

6.0 CHAPTER SIX ................................................................................................................ 139 
6.1 MANAGING STRATEGIC CHANGE ....................................................................... 139 
 

            

w
w
w
.m

as
om

om
si
ng

i.c
om



 

- 6 - 

 

1.0  CHAPTER ONE 

Learning objectives 

By the end of this chapter the learner should be able to:- 

 Explain what is strategic management  

 Identify and explain different definitions  

 Explain value of strategic management  

 Identify turbulence in 21
st
 century in strategic management  

 

1.1 INTRODUCTION TO STRATEGIC MANAGEMENT 

 

The concept of strategy has been much used and often abused.  It is a multi-dimensional concept 

and has found application in all fields of study and life.  Has been defined variously as follows:-  

 

According to Thompson and Strickland, it is ―The game plan management has for positioning 

the company in its chosen market arena, competing successfully, pleasing customers and 

achieving good business performance targets‖.  

 

According to Koch Richard (1995), it is ―The commercial logic of a business that defines why a 

firm can have a competitive advantage‖.  Strategy is what a company does and how it actually 

positions itself commercially and conducts the competitive battle. 

 

Johnson, Scholes &Whittington (2005), ―Strategy is the direction and scope of an organization 

over the long term, which achieves advantage in a changing environment through its 

configuration of resources and competences with the aim of fulfilling stakeholder expectations‖. 

 

According to (Pearce & Robinson, 1997) strategy is ―The set of decisions and actions resulting in 

formulation and implementation of strategies designed to achieve the objectives of an 

organization.‖ 

 

According to (Harvey, 1988) it is ―The process of formulating, implementing and evaluating 

business strategies to achieve future objectives.‖ 

Mintzberg (1998), Introduced the 5Ps of strategy. He stated strategy as a: 

– Plan 
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– Ploy 

– Pattern 

– Position and 

– perspective 

 

 

 

Strategy as a Plan  

• Strategy specifies a consciously intended course of action 

• Is designed in advance of the actions it governs 

• Is developed deliberately/purposefully 

• May be general or specific 

 

Strategy as a Ploy 

• Is a specific maneouver intended to outwit a competitor e.g. expansion 

• The idea is to outsmart and shed off competitor threat  

 

Strategy as a pattern 

• Strategy is a pattern that emerges from a stream of actions 

• Is developed in the absence of intentions and without pre-conception 

• Is visualized only after the events it governs (emergent)  

 

Strategy as a position 

• Is a means of locating an organization in the environment 

• Indicates how an organization will develop a sustainable competitive advantage  

 

Strategy as a perspective 

• Strategy gives an organization an identity and a perspective 

• Reveals the way an organization perceives the outside world 

• May be an abstraction which only exists in the mind of some interested party e.g. CEO  

 

Characteristics of Strategy 
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• Long term direction of an organization 

– Where are we going? 

– Organization vision 

• Organizational purpose 

– Defines obligations of the organization to its stakeholders 

– Defines the goals, objectives and priorities of the organization 

 

• A unifying (integrating) pattern of decisions – a common thread  

• Business Domain 

– Scope of an organization‘s activities 

– Product/market scope 

– What the organization will do and what it will not do 

 

• Strategic fit 

– Matching of activities of an organization to the environment 

– Organizational positioning 

• Competitive advantage 

– Basis of attracting customers 

• Cost leadership 

• Differentiation  

• Focus 

 

1.2 Levels of Strategy in organizations 

 

• Corporate strategy 

– Overall purpose and scope of the organization 

– Overall business domain 

– Corporate resource allocation 

– Value addition to the different parts of the organization ( ―2+2=5‖, outsourcing vs 

core business) 

– Principal focus – effectiveness. 

 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

- 9 - 

 

 

 

• Business Strategy 

– Competition with other businesses in the market. How will we compete 

successfully 

– Achievement of competitive advantage 

– Principal focus  is effectiveness 

 

– Focus on the Strategic Business Units – SBU  

• SBU is that part of the organization for which there is a distinct market for 

goods and services.  

• Distinct market requires different strategies 

• Functional (Operational) Strategy 

– How the various functional areas contribute to achieving business and corporate 

strategy 

– Organizational processes 

– Principal focus is efficiency 

• Without strategy, the organization is like a ship without a rudder, going around in 

circles‖. 

 

Thinking strategically 

• How do you know that an organization has a strategy? 

• Three key strategic questions: 

– Where are we now? 

– Where do we want to go? – what business positions management want to stake 

out, Financial outcomes to achieve, Strategic outcomes to achieve. 

• How will we get there 

 

Formality of Strategy 

• A formal strategy is defined by the extent of deliberateness in planning 

– Identifiable process 

– Time spend on planning 
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– Documented and  

– Communicated to others. 

• Low deliberateness in planning indicates informality. 

What factors may influence formality of strategy?  

• Organizational factors including growth in size, complexity in products or markets 

• External factors including technology, competition, economics, 

• Performance – perception of a decline in performance or feeling that a mistake has been 

made in the past. 

 

What are the benefits of formality of strategy?  

• Promotes unity of purpose, direction and commitment 

• Forces managers to deliberately think about strategy 

• Requires analysis in addition to intuition 

• Results in documented strategy 

• Communication of strategy is easier. 

What are the dangers of formality of strategy?  

• Inflexibility  

• Creativity and originality may be inhibited 

• Time consuming 

• Inappropriate executives may be involved. 

 

Strategic management is about success of organizations: 

 Profit organizations  

 Nonprofit organizations  

 Private and Public sector organizations  

 Large and Small organizations  

 Domestic, multinational, global organizations  

Success – Ability to meet expectations of customers who have a choice and Strategic 

management enhances the chances of organizational success. The ingredient of this success is 

Organizational vision, clear objectives, understanding the external environment, appreciation of 

strengths and weaknesses and effective implementation.  
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 It focus is about: 

 The future of organizations  

 The present posture of organizations  

 Developing superior strategy 

 Competent implementation of strategy 

 

 

The key questions to ask are:-  

 

 Where are we now? (situation analysis) 

 Where do we want to be? (vision, objectives) 

 How do we get there? (strategy) 

 What is stopping us? (constraints analysis) 

 Implementation  

 

Value of strategic management  

 

 Providing direction 

 Vision, mission, objectives 

 Framework for company actions 

 Adaptation to external change 

 Focus on strategic issues 

 Competitive advantage 

 Effective organization 

 Effective resource allocation 

 Focus on key issues 

 

Strategy is the link between the organization and its environment 

 

External environment 
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 Environmental changes shape opportunities and challenges facing organizations in 

Kenya. 

 Need to adjust to these changes to remain successful in future. 

 Nature of environmental changes:- Global, regional, national (local). 

The questions to ask are:-  

 What is the direction of change? 

 What is the speed of change? 

 What is the response capability of my company 

 What is my company doing about these changes? 

 

How companies react to environment? 

 

Analyze the external and internal environment and evolve a strategy for implementation- 

proactive or reactive.  

 

Environmental scanning 

External 

• PESTEL – Political, Economic, Societal, Technological, Ecological and Legal and 

regulatory factors 

• Competitive  environment-Industry Analysis - Porter‘s Model,  

• Strategic groups 

 

Internal: 

• Organizational Capability analysis- SWOT matrix, Value Chain analysis  

• Organization Structure 

• Culture (Belief, expectation, Values) 

• Resources (Assets, skills, competencies, knowledge) 
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Globalization

Liberalization

Market Changes
Technological

Changes

Changing environment of organizations: Principal Constituents

 

 

The Turbulent 21st Century

Collapse of New 
Economy

•Dot.com bubble bursts

Corporate Scandals
• Enron, WorldCom, Parmalat

Leeman Brothers, AIG, etc.

War
• Invasion of Afghanistan

& Iraq

•Civil wars in Congo, 

Liberia, Sudan, Somalia ee

Instability 

of oil 

prices

The Curse of

Terrorism

• Sept. 11, 2001

•Suicide bombings in 

Israel, Nairobi, Iraq, 

Turkey, Afghanistan, 

Pakistan
Fear of Disease
•SARS, Mad Cow, Bird 

Flu
Unstable 

Currencies
US$ declines by >50% against 

Euro 2002-04

Decline of 
Multilateralism
•Collapse of Doha round

• Trade wars between US, EU, China

•Weakening of UN

International

competition intensifies
• China as Workshop of the World

• Outsourcing to LDCs
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Key Trends of the 1990s:

•Quest for shareholder  value

•Adjusting to increased

turbulence & more intense

competition

Influential Strategy Concepts:

•Modern financial analysis

—shareholder value, economic profit,

option theory

•Core competences and intangible

assets

•Dynamically competitive markets

—“hypercompetition”

•Competitive advantage through

alliances, networks, and standards

Major Themes of Business 

Strategy:

•Cost cutting—squeezing 

overhead, business process re-

engineering, increasing labor 

productivity

•Outsourcing/refocusing/

divestment

•Performance management and

incentive alignment

Directions in Strategic Management 

Practice—Trends of the 1990s

 

 

Future Sources of Profit
Limits of downsizing/cost cutting

Where are future sources of 

profit?

Technology
Continued advances in ICT

Forces Shaping Company Strategies Since 2000

Concepts & Theories
•Resources & capabilities as

basis for competitive advantage

•Knowledge-based theory

of the firm

•Option theory

•Complexity theory

The Business 

Environment
•Uncertainty

•Stalling of economic

liberalization

•Intense competition

Demands of society
•Social & environmental responsibility

•Ethics & fairness

•Quest for meaning
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STRATEGY
•Multiple competitive advantages/multiple capabilities

•Innovation / New Product Development / New
Business Development

•Alliances & networks

MANAGEMENT SYSTEMS

• Knowledge management

(incl. best-practice transfer)

• Redesigning incentive systems

• Rethinking performance management

• Capturing human creativity

Emerging Developments

ORGANIZATION 

STRUCTURE
• Reconciling flexibility

& integration

• Modular structures

• Multidimensional structures

• Informal organization &

self-organization

 

Implications of the dynamics in external environment 

 

• Speed of environmental changes increasing 

• Our organizations are very vulnerable 

• Increased foreign competition 

• Increased local competition 

• Appropriate response to environmental change key for future success 

• Anticipate change 

- Respond on a timely basis 

 

VISION AND MISSION OF THE FIRM 

 

 Vision and mission provide direction and scope for the firm‘s activities. 

 

 Vision and mission also provide guidance for the firm‘s strategic objectives and 

strategies. 
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Vision: 

Vision is usually incorporated in the firm‘s mission document. Vision addresses the question: 

where do we want to be? This is the first question to be asked in a strategic planning process.  

Vision refers to what a firm is trying to do or to be i.e. what the firm aspires to be in the future.  

Vision is the firm‘s ideal future.  It is a dream reflecting the best of an organization e.g. the 

vision of Kenya Airways is to be the “World’s favourite airline‖.  A good vision incorporates a 

level or standard of performance, which level or standard should represent the very best 

attainable by the organization e.g. ―World‘s favourite‖ for Kenya Airways. 

 

Mission: 

 

While a statement of vision focuses on the future, a mission statement is concerned with the 

present. Vision refers to what the firm is trying to do, while mission refers to how what the firm 

is trying to do will be done.  For example, what will Kenya Airways have to do in order to be the 

―World‘s favourite airline‖?  Kenya Airways will have to do the following, among others: 

 

 Provide excellent on-board service. 

 Provide excellent inter-connections to any part of the world. 

 Provide excellent bookings and reservations. 

 Have on-time departures and arrivals. 

 Have reasonable fares. 

 Provide comfortable flights. 

 Provide excellent safety and security. 

 Use state-of-the-art aircrafts. 

 

These services would need to be incorporated in Kenya Airways mission statement.  What a firm 

does to realize its vision constitutes the business of the firm i.e. what the firm exists for.  A  

mission statement must be formulated carefully if the vision is to be realized. The following 

issues or questions, therefore, have to be addressed:  What is the firm‘s business?  The scope of a 

firm‘s business may be defined in terms of: 

- Products/services 
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- Markets 

- Activities 

 

What are the firm‘s core values?  Core values govern how the firm does its business e.g. norms 

to be observed, and reflect the firm‘s culture and attitude.  How will the firm relate to its major 

stakeholders e.g. customers, employees, government, and the general public?  The goodwill of 

stakeholders is important for a firm in realizing its vision.  What corporate policies should the 

firm adopt?  Policies facilitate performance by reducing uncertainty and serving as instruments 

of empowerment.  Everybody in the organization should share and champion the vision and 

mission of the organization. This requires: 

 

 Incorporating the vision and mission in opening remarks of seminars and 

workshops. 

 

 Recruiting people with the right aptitude. 

 

 Making vision and mission part of the orientation. 

 

 Recognizing behaviour and performance that gives prominence to the 

vision and mission. 

 

 Conspicuously displaying the vision and mission within the organization‘s 

premises. 

 

 Including the vision and mission in the organization‘s pamphlets, bulletins 

and other publications. 

  

Questions  

 

1. Discuss the role of strategic management. In what ways does it contribute to the 

effectiveness of the organization 
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2. How does strategic management contribute to the success of public as well as private 

sector organization? 

 

Reference books  

1. Andrews, K. R.; The Concept of Corporate Strategy.  Homewood, Illinois, Dow Jones – 

Irwin, 1987. 

 

2. Ansoff, H. I.; The Concept of Corporate Strategy. Penguin Books, 1987. 

 

3. www.jstor.org/action/journals/  

 

4. http://www.hbs.edu/ 
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2.0  CHAPTER TWO  

 

Learning objectives 

By the end of this chapter the learner should be able to:- 

 Explain what is corporate and business strategy  

 Identify and explain different levels of strategy  

 Explain how all the elements of  environment analysis for strategy formulation  

 

 

2.1 FORMULATION OF CORPORATE AND BUSINESS STRATEGY  

 

Strategy Formulation is designed to guide executives in defining the business, their company, the 

aims it seeks, and the means it uses to accomplish these aims. Strategy formulation involves an 

improved approach to traditional long-range planning. Strategy formulation joins a future-

oriented perspective with concern for firm's internal and external environment in developing its 

competitive planning action. Thus the Process of using environmental analysis in strategy 

formulation is significant.  Strategy formulation will always follows the same steps regardless of 

level; however, the scope will differ. 

 

Environmental analysis either formal or informal plays significant role in strategy formulation. 

Infact, environmental analysis plays the most important input for strategy formulation because an 

organization tries to relate itself to the demand of the environment. Therefore, managers should 

ensure that their function of environment analysis is integrated with strategy formulation. The 

various steps involved in this context can be described as follows. 

 

• Study of the Environment. Every organization undertakes analysis of environment either 

on formal basis or informal basis depending on the size of the organisation, its 

managerial philosophy, the nature of its environment, etc. However, if environmental 

analysis is taken as on-going basis, it serves the organizational purpose in a much better 

way. Moreover, on-going environment study takes much wider coverage of the 

environment. When art analysis is limited to specific projects, it covers only some areas 

in the environment having behind spots in others. An on-going study can locate existing 

and potential impact oi the environment on the organization. This phase is to be directed 
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by and is complementary to the phase of informal planning. It should aim at broad 

coverage of the environment rather. This serves two purposes:- 

(a) it becomes complementary source for identifying perceived environmental causes for 

the changes in strategy; 

 (b) its output may serve as a trigger for strategy changes for detailed environmental 

analysis. 

 

• Perceived Environmental Causes for Strategy Change. Strategy makers perceive the need 

for strategy change in the light of environmental factors. This awareness of 

environmental forces and their impact on the organization does not come suddenly. 

Moreover, this awareness fluctuates over the period of time. However, this alone does not 

initiate strategy changes. 

 

• The trigger is an event or set of events that initiates strategy changes or creates need for 

environmental data. Events serving in triggers may take place outside the organization, 

e.g., a change in the Government's policy toward foreign technical collaboration of entry 

of new competitor with some unique features; or may take place within the organization, 

e.g., change in organizational structure or during of a new key executive. In fact, various 

triggers outside the organization force managers to take environmental studies on specific 

project basis. For example, Reliance Industries even took the study of application of 

Government oi India's decision of not withdrawing Rs. 1100 core of its loan sanctioned 

by International Monetary Fund. Though such a study was not related with the immediate 

business of the company, this could provide way for evaluation of the business 

opportunities lying in the environment. 

• Strategy Changes. These Triggers may be used as a means of Strategy changes. However, 

strategy changes based on triggers alone may be. It gives right direction for strategy 

change but triggers must be used as the reasons for collecting appropriate information 

from the environment. 

• Need for Environmental Data. Need for environmental data because of two f actors first, 

the organization is taking, up environmental analysis as an on-going process and second, 

when some triggers are there. While the first aspect emphasizes the general study of the 

environment, the second emphasizes on specific project or areas to be studied. 
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• Assignment of Environmental Study Project. The assignment of environmental study 

project depends on the organization and its practice of environmental study. If it is 

monitoring the environment on continuous basis and some persons are assigned for this 

purpose, these persons can take up this job as an additional work load, if the organisation 

does‘ not have a special task force which can be created for the purpose which may be 

termed as environmental analysis unit (EAU). The task between EAU and strategists 

could be clearly shown so that exact term of reference can be fixed. 

• Collection and Analysis of Data. Data collection at this stage may be specific relating to 

the particular strategy which an organization may consider seriously looking into various 

aspects, such of all those factors which go into choice of strategy. However, data 

collection and analysis cannot be taken just to satisfy a strategy information based on 

whims of some people at the top level of the organization. 

• Preparation of Reports and Presentation to Strategy Makers. The complete report can be 

presented to those people who can make decision on it. Usually most of the organizations 

have certain .specified groups of people who make strategic decision. However, they can 

perform better if they work in close contact with people responsible for planning of 

environment. 

• Indirect Impact. External environmental scanning is only one end of input which goes in 

strategy formulation. Therefore, strategy may not necessary go on the basis of report 

prepared by environmental scanning group. However, they are affected by the 

information inputs. Therefore, environmental scanning can stimulate them indirectly to 

go for certain strategy. Thus, more frequent exposure of the strategy maker to data and its 

analysis will enhance the educational process which is the essence of the indirect impact. 

The additional exposure can be achieved through periodical progress reports. 

• Translation of Environmental Analysis Into Strategy Action. Direct use of environmental 

analysis in strategy making requires translation of environmental analysis in strategy 

making which requires translation of environmental analysis into specific changes. When 

large amount of data is collected and analyzed, either strategy makers cart make decisions 

leading to strategic change or they may create special task force whose task may be to 

make environmental analysis. Effective translation of environmental analysis in to 
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specific change can be performed cooperatively by analysts, strategy makers, and task 

force if created. 

 

Factors Affecting use of Environmental analysis in Strategy Formulation 

 

• Managerial Philosophy. The managerial philosophy determines the actions which 

managers take towards various factors affecting their decisions. Such factors may include 

the environmental forces as well as the various internal forces. If the managerial 

philosophy is positive, the managers are likely to take into account the various factors 

affecting the organization while making decisions. 

 

• The term managerial philosophy includes manager's attitudes, reactions to situations, and 

the way of looking at the things. If these are positive, they may go for long-term actions 

for which they require more information about the environment. From this point of view, 

managers can be classified into two categories' those who are forward- locking and those 

who keep themselves busy in the day-to-day affairs of the organization. It is the latter 

category of managers who do not put great emphasis on the environmental search and 

analysis. They lead stagnant organization. They focus on a very narrow range of the 

environment and tend to over-emphasize details instead of focusing on the long-term 

impact and leaving the details of their subordinates. They feel more satisfied by the past 

and present performance of their organization rather than looking into the future. 

Sometime even the internal environment of the organization may compel to believe so. 

For example, the reward and punishment system of the organization may emphasize on 

the present performance rather than on the long-term planning which may modify the 

manager's thinking to look into the present. Then tries are managers who believe that take 

care of present, future will take care of its own. Naturally the range of environmental 

analysis for such managers is limited. 

 

• On the other hand, forward-looking managers think of future keeping in mind the 

happening in the present. They look for various opportunities in the environment. They 

believe that opportunities knocks the door for once. If you miss this, you miss for ever. 

Naturally such managers will be more conscious about what is happening outside their 
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organizations. For this purpose, they go for seeking maximum information from the 

environment. Thus the managerial philosophy determines the volume and type of 

information that manager will seek from the environment. However, it can be mentioned, 

that if a top level manager is not spending his 15-20 per cent time on strategic 

management and interacting with the environment, he is certainly leading to slow death 

of his organization. 

• Age of the Organization. The age of the organization may also determine the type of 

information that can be sought by it, the organizational growth over the period of time 

requires different type of interaction with its environment. Generally older is the age of 

the organization with the more experienced managers, the narrower will be the focus on 

the environmental ' information because with the experience, manager may be able to 

distinguish either what is relevant or irrelevant of the organization. The necessary 

information may be sought and unnecessary will be screened out. Since the information 

can be tested to determine the organizational effectiveness by the managers, they can 

easily know the relevance of a particular piece of information. 

 

• Size and Power of the Organisation. Size is an important factor (or determining the 

interaction with the environment. Normally larger is the size of the organisation, more 

will be its interaction with its environment. When an organisation is small, it may be 

exempted Irom various legal provision, with regard to its various management practice. 

For example, the various labour legislation are applicable only when the organisation has 

achieved a certain size. Similarly, the organisation is covered by MRTP Act or Industries 

(Development and Regulation) Act after it has achieved certain size. 

 

 

• The relative power of the organisation vis-a-vis its external environment determines the 

extent to which the organisation can control or is controlled by the environmental forces. 

If the organisation is strong in respect of certain environmental factors, it is unlikely to 

focus attention on this aspect. 
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Checklist for Analyzing Organizational Strengths and 

Weaknesses

24

Sources:  Based on Howard H. Stevenson, ― Defining Corporate Strengths and Weaknesses,‖ Sloan Management Review 17 (spring 1976), 51-68; and M.L.Kastens, 

Long-Range Planning for Your Business (New York: American Management Association, 1976).

Management and Organization

Management quality

Staff quality

Degree of centralization

Organization charts

Planning, information, 

control systems

Finance

Profit margin

Debt-equity ratio

Inventory ratio

Return on investment

Credit rating

Marketing 

Distribution channels

Market share

Advertising efficiency

Customer satisfaction

Product quality 

Service reputation

Sales force turnover

Production

Plant location

Machinery obsolescence

Purchasing system

Quality control

Productivity/efficiency

Human Resources

Employee experience, 

education 

Union status

Turnover, absenteeism

Work satisfaction

Grievances

Research and Development

Basic applied research

Laboratory capabilities

Research programs

New-product innovations

Technology innovations

 

 

 

Formulation of a corporate strategy should be collaborative  

A strategy should be participatory in the sense that all stakeholder s are involved.  At global 

level, this happened in Singapore and Malaysia.  Locally the country‘s blue print was equally 

collaborative as shown below.  
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13

• Core team from government, private sector and non-profit sector 
along with technical, operational and national Vision steering 
committees

• Core team held in-depth problem solving workshops in key sectors 

Vision 2030 
teams

Public sector 
agencies

• Interviews held with more than ~100 key stakeholders from 
government, key institutions and donor bodies to understand 
context, key initiatives, leverage existing work as well as test and 
refine solutions 

Private sector 
firms and 
investors

• Visited ~150 firms, investors, individual farmers and hawkers 
across major sectors of the economy to understand barriers to 
growth as well as test and refine solutions

Provincial 
forums

• Core team members met with ~1,000 stakeholders at 9 provincial 
forums which included representatives from various organizations 
in each province

McKinsey 
global expert 
network

• Best-practice learnings from McKinsey Global Institute and from 
key case examples of high-growth countries (e.g., Malaysia, China, 
India, Morocco)

• Benchmarking databases and McKinsey sector experts

Foreign 
investors  

• Met with major foreign investors in key sectors (e.g., tourism, BPO, 
retail) to understand key barriers to investment and how to make 
doing business in Kenya easier 

• Feedback from Kenyan diaspora through meetings held by GOK

PROCESS WAS HIGHLY COLLABORATIVE INVOLVING A DIVERSE 
GROUP OF KEY LOCAL AND INTERNATIONAL STAKEHOLDERS

DetailsDescription

• Built local 

capacity of ~20 
core team 

members 

• Met with ~100 
public sector 

stakeholders, 
~150 

organizations 
and ~1 000 

stakeholders 
during 

provincial 
forums

In
 c

o
u

n
tr

y
O

u
t 

o
f 

c
o

u
n

tr
y

 

The strategy should have a time frame.  A local example is Kenya‘s national time frame as 

shown below:-  
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17

Ambitious timelines 

2011 2015 2020 2030

Medium Term 
Plan

(MTP)

2012

We are 
here

Millennium 
Development 
Goals (MDGs)

Vision 2030 
achieved: Kenya 

is a globally 
competitive 

newly 
industrializing 

country

Implement all Vision 2030 projects

Only 18.5 years

 
 

 

 

 

 

Business strategy  

 

 

Business Level: Strategic Business Unit (SBU) managers (e.g.. Divisional General Managers), 

are involved at this level in taking strategic decisions. Here" strategies are about how to compete 

in particular product-markets. The strategies are related to a unit within the organization.  On this 

point it also important to mention operating level strategy.   This third level of strategy is at the 

operating end of the organization. Here, the strategies are concerned with how the different 

functions of the enterprise like marketing, finance, manufacturing, etc. contribute to the 

strategies of other levels. These contributions are important in terms of how can an organization 

become competitive. Competitive strategy depends to a large extent on decisions about market 

entry, price, product offer, financing, manpower, investment in plant, etc. In themselves these 

decisions are of strategic importance but are made, or at least strongly influenced at operational 

levels. 
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ELEMENTS 

Strategic Management is concerned with deciding on the strategy and how the strategy is to be 

put into action. Strategic management has three main elements: strategic analysis, strategic 

choice, and strategy Implementation. 

Strategic Analysis: This is concerned with understanding the strategic situation of the 

organization and its effects on the organization, assessment of its resources and strengths in the 

context of these changes, effect of the changes on people and on their present and future 

aspirations. 

Strategic Choice: Strategic analysis provides a basis for strategic choice. This is concerned with 

the formulation of possible courses of action, their evaluation and the choice between them. This 

means that the strategic choice has three parts to it- generation of strategic options, evaluation ct 

strategic options and selection of strategy. 

Strategy Implementation: This is concerned with translation of general directions of strategy 

into action. This is also as important as strategic analysis and choice. Implementation involves 

resources planning in which logistics of implementation are examined. It also takes into account 

the organization structure needed to carry through the strategy and of course the systems and 

people who implement the strategy are important. 

 

Three Levels of Strategy in Organizations

Corporate-Level Strategy:

What business are we in?
Corporation

Business-Level Strategy: 

How do we compete?

Textiles Unit Chemicals Unit Auto Parts Unit

Functional-Level Strategy:  

How do we support the business-level 
strategy?

Finance R&D Manufacturing Marketing
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Questions 

1. Explain how strategic management is different from operational management and long 

range planning? 

 

2. What are various levels in an organization at which a strategy may exist  

 

Reference books  

 

1. Porter, M. .: Competitive Strategy: Techniques for Analyzing Industries and 

Competitors. The Free Press, 1980. 

 

2. Andrews, K. R.; The Concept of Corporate Strategy.  Homewood, Illinois, Dow Jones – 

Irwin, 1987. 
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3.0  CHAPTER THREE 

 

Learning objectives 

By the end of this chapter the learner should be able to:- 

 Explain what is it means to make  a strategic decision   

 Explain strategic management process with its pros and cons 

 Define culture, values and how both affect performance of organizations  

 

3.1  STRATEGIC DECISIONS 
 

This focuses on effectiveness or performance of the organization as a whole. Effectiveness or 

performance of an organization as a whole may depend on various factors e.g. role in social 

responsibility, corporate image, and business portfolio. Business portfolio i.e. the combination of 

businesses owned by an organization, most determines the organization‘s performance. The 

performance most depends on whether the businesses are good and whether the organization is 

strong in them. How good a business is and how strong an organization is in the business 

determines the attractiveness of the business.  An organization should allocate resources to 

businesses according to attractiveness i.e. the more the attractiveness the more the resources 

allocated.  The amount of resources allocated to a business determines the size of the business.  

Business portfolio reflects how an organization has allocated its resources among various 

businesses.  How well such resources have been allocated or utilized determines the 

organization‘s performance.  Performance is seriously compromised if resource allocation or 

utilization violates the criterion of attractiveness e.g. allocating large resources to unattractive 

businesses at the expense of attractive ones.  Portfolio analysis, therefore, plays a very important 

role in corporate strategic analysis and choice. 

 

Business Portfolio Analysis decisions  

 

This essentially should incorporate current as well potential businesses.  The analysis should 

address the following two issues: 

 What businesses will the organization be in? 

 How will the organization allocate its resources among the businesses? 

 

These two issues give rise to the following fundamental strategy challenges: 
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 How attractive is the group of businesses the organization is in? 

 If the organization retains its current businesses, how good is its performance outlook 

in the future? 

 How can the organization strengthen its business portfolio? 

 

Models of Portfolio Analysis 

 

Business portfolio models or matrices are a technique for categorizing businesses and ranking 

them on the basis of attractiveness.  Portfolio analysis enables the organization to identify the 

strategic options that can help in strengthening its business portfolio in order to enhance 

performance.  The following matrices are among the most popularly used portfolio models. 

 

The Growth-Share Matrix. Also known as the Boston Consulting Group 

                                                           (BCG) Matrix. 

M
a
rk

et
 o

r 
In

d
u

st
ry

 G
r
o
w

th
 

High 

 

 

 

 

 

 

 

 

 

 

Low 

 

 

Stars 

 

 

 

Question Marks or Problem 

children 

 

 

 

Cash 

Cows 

 

 

 

 

Dogs 

 

High                                                                     Low 

Relative Market Share 

 

 

 Market or industry growth refers to the rate at which industry sales are growing. 

 

 Relative market share refers to the ratio of the organization‘s market share to that of 

the biggest rival in the industry. 

 

 In this 2 x 2 matrix, various businesses are plotted accordingly depending on their 

market growth and the organization‘s relative market share 
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Which categories of businesses as represented by quadrants of the matrix, 

would require the following strategies? 

 

Investment 

Divestment 

Liquidation 

Growth 

Joint venture 

Strategic alliances 

 

 The matrix suggests the following strategy prescriptions or options: 

 

 Stars 

- Best businesses in portfolio 

- Strong businesses in good markets 

- Businesses generating and using a lot of cash 

- Strategy should defend and grow such businesses 

 Question Marks 

- Heavy net cash users 

- Need cash from other businesses 

- Today‘s question marks are likely to be tomorrow‘s stars 

- These businesses need investment and growth strategies 

 

 Cash cows 

- Cash-rich businesses 

- The cash can be used to develop businesses with better future prospects e.g. 

Question marks. 

- These businesses need strategies that will maintain them so that the 

organization can continue to ‗milk‘ them for cash. 

 

 Dogs 

- Weak businesses in low growth markets. 

- Such businesses need strategies that will drain them for cash. 

- Eventually divestment and liquidation strategies are needed. 

- Proceeds of liquidation may be used for strengthening other businesses. 

 

 The strategies that will be considered by the organization will depend on the strategic 

objectives to be achieved or the opportunities, threats, strengths and weaknesses of 

the organization. 

 

For example: 

 

Question marks 

 

 The opportunity to be exploited is high market growth rate for such businesses. 

 

 The weakness confronting the firm is low market share. 
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 Such businesses can be turned into stars by enhancing the organization‘s market share 

(possible strategic objective). 

 

 One or more of the following are possible strategies: 

- Improving professional skills of sales force. 

- More aggressive advertising. 

- Improving the product. 

- Motivating channel members 

- Changing pricing strategy 

 

 The entire portfolio should be in cash balance i.e. the need to balance between the cash 

generated and cash used. 

 

 

Market Attractiveness – Business Strength Matrix. Also known by the following names: 

 

 General Electric Matrix 

 McKinsey Matrix 

 3 x 3 Matrix 

 Nine Cell Matrix 

 Multi-factor Matrix 

 

 

B
u

si
n
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s 

S
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g
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    High 

 

 

 

 

Medium 

        

 

 

 

  Low 

Investment 

& Growth 

 

Selective 

Growth 

Selectivity 

 

Selective 

Growth 

 

Selectivity Harvest/ 

Divest 

Selectivity 

 

 

Harvest/ 

Divest 

Harvest/ 

Divest 

    High                Medium              Low 

Market Attractiveness 

 

 The logic behind this matrix and the application of the matrix are similar to those of 

the BCG. 

 

 Unlike the market growth dimension of the BCG model, the market attractiveness 

dimension of the GE model is a product of many factors. 

 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

- 33 - 

 

 Similarly the business strength dimension of the GE model is a product of many 

factors unlike the relative market share dimension of the BCG model. 

 

 The 3 x 3 matrix produces more refined analyses than the 2 x 2 BCG matrix. 

 

What would be the strategy prescriptions of this model? 

At this point every manager is expected to undertake a business strategic analysis.  The basic 

question here is how to succeed in the market place.A choice has to be made among various 

strategy options.  Strategy options must be chosen that will enhance the organization‘s 

competitive position.  Therefore strategic analysis at business level is concerned with identifying 

and generating strategies that can help the business to develop a solid and sustainable 

competitive advantage.  The strategies can be identified with the help of models, the relevant 

models depending on the strategic objectives to be achieved. 

 

 

 

 

Generic Strategies Model 

(Michael Porter) 

 

 

 

 

Competitive Advantage 

 

  

Cost 

Leadership 
Differentiation 

C
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Cost Leadership 

Broad Focus 

 

 

Differentiation 

Broad Focus 

 

N
a
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o
w

 

F
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s 

 

Cost Leadership 

Narrow Focus 

  

 

Differentiation 

Narrow Focus  
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Product-Market Model 

(Igor Ansoff) 

 

    Product 

 

  Present 
New 

M
a
rk

et
 P
re

se
n

t 

 

Market 

Penetration 

 

 

Product 

Development 

 

N
ew

 

 

Market 

Development 

  

 

Diversification  

 

 

 

Product-Market Model (Modified) 

 

Competence 

 

        Product 

 

  Existing 
New 
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A 

Protect/Build 

 Withdrawal 

 Consolidation 

 Market penetration 

B 

Product Development 

 On existing competences 

 With new competences 

 
N

ew
 

C 

Market Development 

 New segments 

 New territories 

 New uses 

  

D 

Diversification 

 On existing competences 

 With new competences 

Development 
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Grand Strategy Selection Matrix (Pearce & Robinson) 

Overcome Weaknesses 

 

1. Turnaround or    1.  Vertical integration Retrenchment 

2. Divestiture     2.  Conglomerate diversification 

3. Liquidation  

Internal            External 

(redirected             II  I      (acquisition 

   resources                  or merger  

   within the            III  IV        for resource 

 firm)              capability 

1. Concentrated growth   1.  Horizontal integration 

2. Market development   2.  Concentric diversification 

3. Product development   3.  Joint venture 

4. Innovation 

Maximize strengths 

 

Grand Strategy Cluster Matrix (Pearce & Robinson) 
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Rapid market growth 

 

1. Concentrated growth    1.  Reformulation of Concentrated growth 

2. Vertical integration    2.  Horizontal integration 

3. Concentric diversification   3.  Divestiture 

4.  Liquidation        

        Strong              I II          Weak 

Competitive                IV III      Competitive 

       position                 position 

1. Concentric diversification   1.  Turnaround or retrenchment 

2. Conglomerate diversification   2.  Concentric diversification 

3. Joint ventures     3.  Conglomerate diversification 

 4.  Divestiture 

5.  Liquidation 

Slow market growth 
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In the Strategic evaluation and choices,  The strategic options generated during strategic analysis 

must be evaluated in order to select the best options. Strategy is aimed at achieving a firm‘s 

strategic objective.  An objective can be achieved by doing a number of things, each being a 

strategy in itself.  For example, British Airways‘ objective of having at least 70% of their 

employees professionally qualified in their jobs can be achieved through the following 

strategies:- 

 

 Training employees on the job. 

 Training employees off the job. 

 Hiring only qualified people. 

 Giving training grants or allowances to employees to enable them attend courses on their 

own. 

 Poaching from other airlines. 

 

The various strategy options for achieving an objective should be evaluated in order to choose 

the best one(s) among them. Some pertinent evaluation criteria are: 

 

 Effectiveness in achieving the objective. 

 Potential competitive advantage. 

 Likely competitor responses. 

 Benefits e.g. financial benefits. 

 Cost 

 Affordability 

 Resources 

 Ease of implementation 

 

There are a number of ways the criteria can be used to evaluate strategic options. One such way 

is to assign weights to the criteria and compute weighted scores for the options as illustrated in 

the example below. 
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Example: 

 

Objective: Professional qualifications 

 

Strategic Options: 

 

Training employees on the job   = 1 

Training employees off the job   = 2 

Hiring only qualified people   = 3 

Giving training grants and allowances  = 4 

Poaching from other airlines   = 5 

 

Rating Scale: 

A seven-point scale where 1=Poor and 7=Very Good may be used to score the extent to 

which a strategic option suits an evaluation criterion 

 

Evaluation criteria  
Weight 

Strategic Option 

Scores 

Strategic Option 

Weighted Scores 

 

Effectiveness 

 

Competitive Advantage 

 

Competitor Responses 

 

Benefits 

 

Cost 

 

Affordability 

 

Resources 

 

Implementation 

 

0.23 

 

0.16 

 

 

0.10 

 

 

0.04 

 

0.10 

 

0.04 

 

0.15 

 

0.18 

1 2 3 4 5 1 2 3 4 5 

4 

 

6 

 

 

4 

 

 

7 

 

6 

 

7 

 

6 

 

7 

3 

 

2 

 

 

4 

 

 

5 

 

2 

 

3 

 

4 

 

6 

4 

 

3 

 

 

3 

 

 

7 

 

6 

 

7 

 

7 

 

7 

3 

 

2 

 

 

4 

 

 

5 

 

2 

 

2 

 

3 

 

6 

5 

 

4 

 

 

1 

 

 

5 

 

7 

 

6 

 

6 

 

5 

0.92 

 

0.96 

 

 

0.40 

 

 

0.28 

 

0.60 

 

0.28 

 

0.90 

 

1.26 

0.69 

 

0.32 

 

 

0.40 

 

 

0.20 

 

0.20 

 

0.12 

 

0.60 

 

1.08 

0.92 

 

0.48 

 

 

0.30 

 

 

0.28 

 

0.60 

 

0.28 

 

1.05 

 

1.26 

0.69 

 

0.32 

 

 

0.40 

 

 

0.20 

 

0.20 

 

0.08 

 

0.45 

 

1.08 

1.15 

 

0.64 

 

 

0.10 

 

 

0.20 

 

0.70 

 

0.24 

 

0.90 

 

0.90 

Total 
1.00      5.60 3.61 5.17 3.42 4.83 
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 The weights and scores can be generated by any one of the following methods: 

 

 Evaluator‘s judgment 

 Brainstorming 

 Jury of experts 

 Empirical 

 

 After the evaluation, the strategic option(s) with the highest weighted scores can be 

chosen for implementation. In this illustration, it could be the first strategic option only, 

or the first and third strategic options together. 

 

 Therefore, the best strategies for ensuring that employees would be professionally 

qualified as desired are: 

 

 Training employees on the job. 

 Hiring only qualified people. 

 

 Current employees who were not qualified would be trained on the job, while ensuring 

that no one who is not qualified would be hired in future. 

 

 If three strategies were needed or possible, the third strategy would be to poach from 

other airlines people who were already qualified and perhaps more experienced in the 

airline industry. 

 

 According to the weighted scores, training employees off-the-job and giving training 

grants and allowances would be bad strategic options. 

 

 

Discussion questions  

 

• What do you consider to be the possible similarities and differences in the 

strategic management process in large and small enterprises? 

• It has been observed that the there is growing popularity of strategic planning in 

Kenya today than ever before. What are the possible explanations for this 

popularity?  

 

ANALYTICAL FRAMEWORKS AND STRATEGIC MANAGEMENT  

Professionalism means conforming either to the technical or ethical standards of 

profession or an occuplion regarded as such. The important role that managers play in 

modern business organizations requires a professional approach or what is called 
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professionalism in management. Challenges presented by external and internal 

environment require practitioners who are qualified and professional trained on 

professional outlook Managerial skills are so important to organizations and society that 

these cannot be ignored. The increasing importance of managerial function requires the 

managers lo strive for the high standards expected of professionals. Possession of 

technical ability proficiency in financial management and resources utilization and 

acquisition of human relations skills go a long way in enhancing effectiveness of a 

professional manager in today's environment. 

 

A profile of a professional manager viz nature of his job or overall responsibility and 

knowledge abilities and skills required to be effective and efficient manager in the 

changing business environment. The primary responsibilities include examining 

organizational objectives assessing available resources, their strengths and weaknesses, 

results to be achieved, remundying deficiencies and designing a strategy of action to 

achieve the required results. He needs to struck a balance of skills which demand 

perception and judgment. The professional manager affairs in such a manner that he 

succeeds in. achieving the tasks set by the Board of Directors. The job of professional 

manager can be described in the job 

Professional manager Examines 

 

Objectives 

 

Assesses Resources      Determine desired Results  

 

Devises strategy 

 

 

Planning  organizational   finance  staffing  change 

Decision  changes  budgeting Training  

 

     Action 
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     Results  

 

Re-evaluation and action for improvement 

 

 

Achievement of Objectives 

 

DEVELOPING A STRATEGY 

Strategy making involves a few steps 

a. Identifying specific roles suitable for the company in view of society's needs and 

the company resources. 

b. Integrating various roles with other company efforts to obtain combined effects. 

c. Expressing the plans interms of targets. 

d. Setting up sequences and timing of changes. 

Developing a strategy and translating it into managerial action requires decision making 

at each stage. 

 

DETERMINANTS OF STRATEGY 

The considerations that affect a strategy are 

 Demand for firm's goods and services  

 Supply of services 

 Competitive conditions in the industry 

 Key success factor 

 Growth potentials and profit prospects 

 Market strength 

 Financial capacity of the management etc 
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STRATEGIC MANAGEMENT 

 

 

THE STRATEGIC MANAGEMENT

PROCESS 

A comprehensive strategic management model

Develop Mission 

Statement

Perform 

External 

Audit 

Allocate 

Resources 

Establish 

Policies 

And 

Annual 

Objectives 

Generate 

Evaluate 

And 

Select 

Strategies 

Establish 

Long-

Term 
Objectives

Perform 

Internal 

Audit 

Measure 

And 

Evaluate 
Performance 

 

 

 

Strategic management as a stream of decisions and actions which leads to the 

development of an effective strategy or strategies to help to achieve corporate objectives. 

The end result of strategic management is a strategy or a set of strategies for the 

organisation. Strategic management is the process which deals with fundamental 

organizational renewal and growth with the development of the strategies, structures and 

systems necessary to achieve such renewal and growth, and with the organizational 

systems needed to effectively manage the strategy formulation and implementation 

process. Firstly this includes two sub-processes within the overall strategic management 

process. Through the formulation and implementation of sub-processes, the development 

of strategies, structures and systems is done to achieve the objectives of organizational 

renewal and growth of the strategic management process. It is also considered as 
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managing the organizational systems which are required for strategic management. For 

instance, the administrative arrangement necessary for formulation and implementation 

of strategies would also be included in the process of strategic management. In simple 

words, Strategic Management can also be defined as the formulation and Implementation 

of plans and the carrying out of activities relating to the matters which are of vital, 

Importance or continuing .importance to the total organisation. This is an all-

encompassing view of strategic management and considers all plans and activities which 

are Important for an organisation. Strategic management is a systematic approach to a 

major and increasingly important responsibility of general management: to position and 

relate the firm to its environment in a way which ensures Its continued success and make 

it secure from surprises. The emphasis is on the environment-organisation relationship for 

the purpose of achieving the objectives of continued success and protection from 

environmental surprises through the adoption of a systematic approach to general 

management. Strategic management is defined as the set of decisions and actions 

resulting in formulation and implementation of strategy. Strategies designed to achieve 

the objectives of an organisation. 

 

The functions of strategic management can be designed as a set of activities related to the 

maintenance of an organization in operations. This includes 

- Planning for future (developing organizational objectives and purposes). 

- Developing organization structure and Developing of Effective information 

System. 

- Motivating people (seeking cooperation from different members of the 

organization). 

- Use of necessary control systems. 

- Providing Leadership (Long term survival of the organisation). 

 

Thus, Strategic management is considered as either decision-making and planning, or the 

set of activities related to the formulation and implementation of strategies to achieve 

organizational objectives. The emphasis in strategic management is on those general 
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management responsibilities which are essential to relate the organisation to the 

environment in such a way that its objectives are to be achieved. 

This model is widely accepted and comprehensive.  Significant improvement in sales, 

profits and productivity.  Allows for identification, prioritization and exploitation of 

opportunities. Provides an objective view of management problems.  Creates a 

framework for internal and external communication.  It gives encouragement to forward 

thinking.  It gives a degree of discipline and formality to the management of a business.  

Identification on organizations existing mission, objectives, and strategies is the logical 

starting point for strategic management.  

 

Mission statement  

 Every organization has a mission, objectives, and strategy, even if these elements are not 

consciously designed, written or communicated. The strategic- management process is 

dynamic and continous.  A change in any one of the major components in the model can 

necessitate a change in any or all of the other components.  Strategists do not go through 

the process in lock step fashion.  Many organizations conduct formal meetings 

semiannually to discuss and update the firm‘s mission, opportunities/threats, 

strengths/weaknesses, strategies, objectives, policies, and performance.  These meetings 

are commonly held off-premises and called retreats.  The rationale for periodically 

conducting strategic-management meetings away from the work site is to encourage more 

creativity and condor among participants.  Good communication and feedback are needed 

throughout the strategic management process.  A number of different forces affect the 

formality of strategic management in organizations such as:- 

• Size of an organization is a key factor; 

• Smaller firms are less formal in performing strategic-management tasks. 

• Management styles  

• Complexity of production process 

• Nature of problems  
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• Purpose of planning system  

 

• Guides executives in defining the business their firm is in, the end it seeks, and 

the means it will use to accomplish. 

• The strategy formulation process begins with definition of the company mission. 

• This is a declaration of an organisation‘s reason for being. 

• It answers the pivotal question, ‖what is our business‖ 

• Sometimes called 

• A creed statement 

• A statement of purpose 

• A statement of philosophy 

• A statement of beliefs 

• A statement of business principals 

• A vision statement 

• Characteristically, it is a statement, not of measurable targets but of 

attitude, outlook and orientation  

In general terms, the mission statement addresses the following questions: 

 Why is this firm in business? 

 What are our economic goals 

 What is our operating philosophy in terms of quality, company image, and 

self-concept? 

 What are our core competencies and competitive advantages? 
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 What customers do and can we serve? 

 How do we view our responsibilities to stockholders, employees, 

communities, environment, social issues, and competitors 

A good mission statement describes an organization‘s purpose, customers, products or 

services, markets, philosophy, and basic technology 

Importance of a clear mission  

 High performing companies have got a more comprehensive mission statement 

than low performers 

 Organizations‘ carefully develop a written mission statement for the following 

reasons 

• To ensure unanimity of purpose within the organisation  

• To provide a basis, or standard, for allocating organisational resources 

• To establish a general tone or organisational climate 

• To serve as a focal point for individuals to identify with the organisation‘s 

purpose and direction; and to deter those who cannot from participating further in 

the organizations activities 

• To facilitate the translation of objectives into a work structure involving the 

assignment of tasks to responsible elements within the organisation  

• To specify organisational purposes and translation of those purposes into 

objectives in such a way that cost ,time, and performance parameters can be 

assessed and controlled  

Vision VS Mission  

• Some organisations develop both a mission statement and a vision statement. 

→ Wherereas the mission statement answers the question, ‖what is our business‖ 

→ The vision statement answers the question, ‖what do we want to become‖ 
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The process of developing a mission statement  

• A clear mission statement is needed before alternative strategies can be 

formulated and implemented 

• It is important to involve as many managers as possible in the process of 

developing a mission statement, because through involvement, people become 

committed to an organisation. 

• A widely used approach is to select several articles about mission statements and 

ask managers to read these as background information 

• Then ask managers to personally prepare a mission statement for the organisation 

• A facilitator, or a committee of top managers, should merge those statements into 

a single document and distribute this draft mission statement to all managers 

• A request for modifications, additions, and deletions is needed next, along with a 

meeting to revise the document 

• The process of developing a mission statement represents a great opportunity for 

strategists to obtain needed support from all managers in the firm 

• During the process of developing a mission statement, some organizations use 

discussion groups of managers to develop and modify the mission statement 

• Some organizations hire an outside consultant or facilitator to manage the process 

and help draft the language. 

  

Fundamental factors to be incorporated in the Mission  

• Basic product or service, primary market; principal technology  

• Company goals: Survival, Growth, Profitability 

• Company philosophy (beliefs, values, aspirations etc.) 
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• Public image 

• Company self-concept (how it relates to its external environment) 

• Customers 

• Quality 

Corporate Social Responsibility  

• In defining the company mission, strategic managers must recognize the 

legitimate rights of the firm‘s claimants 

• These include, stakeholders and employees and outsiders affected by the firms 

actions. 

→ Customers 

→ Suppliers 

→ Governments 

→ Unions 

→ Competitors 

→ Local Communities 

→ General Public 

• Strategic managers can use a continuum that encompasses four types of social 

commitment 

→ Economic 

→ Legal 

→ Ethical 

→ Discretionary social responsibility 
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  Economic Responsibilities 

• This is the most basic CSR of a business 

• The CSR is assured to be providing goods and services to society at a reasonable 

cost 

In discharging the economic responsibility; the company also emerges as socially 

responsible by providing productive jobs for its workforce, and tax payments for its local, 

state and federal governments. 

• Legal responsibilities 

– Reflects the firms obligations to comply with the laws that regulate 

business activities 

– The consumer and environmental movements focused increased public 

attention on the need for social responsibility in business by lobbying for 

laws that govern business in the areas of pollution control and consumer 

safety 

Effects of CSR on mission statement  

– In developing mission statements, managers must identify all stakeholder groups 

and weigh their relative rights and abilities to affect the firms success 

– Some companies are proactive in their approach to CSR, making it an integral 

part of their mission statement. Others are reactive, adopting socially responsible 

behaviour only when they must. 

Environmental scanning  

The Internal  

All strategic managers must have an in-depth understanding of the strategic factors within 

the organization.  These factors are the internal strengths and weaknesses that act to 

either constrain or support a strategy.  The strategic factors in a corporation‘s internal 

environment are:- 

 Structure 
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 Culture and  

 Resources.  

Structure  

A structure is a formal arraignment of roles and relationships of people in such a way that 

work is directed toward the achievement and accomplishment of an organization goals 

and mission. The structure of any organization is viewed in terms of communication 

authority and work flow.  There are five types of organization structures 

 Simple  

 Functional  

 Divisional  

 Matrix  

 Conglomerate  

Culture 

 

An organizations culture is the collection of beliefs, expectations and values that are 

shared by its members and are passed from one generation of employees to another.  The 

result is norms which are rules or codes of conduct that define that behavior is acceptable 

from top management to the rank and file.  Infact, the behavior of people in an 

organization is shaped by corporations of the world have distinctive cultures that are 

somehow responsible for their ability to create, implement, and maintain their world 

leadership positions.   

 

Resources  

On the most practical ways to develop a master strategy of a corporation is to choose 

particular roles that are appropriate in view of competition and corporations resources.  

Corporation‘s resources are considered in terms of financial, physical and human, 

organizational systems and technological abilities.  These resources are normally dealt 

with under functional areas of marketing, finance, research and development, operations, 

human resources and information‘s.   
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External Environment  

• This is determined by conducting an external strategic management audit 

(sometimes called environmental scanning or industry analysis). 

• This audit focuses on identifying and evaluating trends and events beyond the 

control of a single firm. 

• An external audit reveals key opportunities and threats confronting an 

organisation so that managers can formulate strategies to take advantage of the 

opportunities and avoid or reduce the impact of threats. 

External forces can be divided into five broad categories: 

• Economic forces 

• Social demographic, and environmental forces; 

• political, governmental, and legal forces; 

• technical forces; 

• competitive forces. 

• Sources of information 

• Key magazines 

• Trade journals 

• Newspapers 

• Collection of primary data through questionnaires 

• Suppliers 

• Distributors 

• Customers 

• Competitors 
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• Universities 

• Libraries 

• Periodic scanning reports can be submitted to the department concerned, normally 

strategic planning department or the relevant department 

• Once the information is gathered, it should be assimilated and evaluated for 

decision making 

Technological forces  

• This is very rapid 

• Includes the internet 

• W.W.W, EDI, money transfer, etc… 

• Help to identify opportunities as well as threats in business 

→ Competition, products, market, customers, pricing etc… 

• Facilitates efficiency and effectiveness in business transaction 

• The organisation must effectively utilize the opportunities availed by the 

technological forces and minimize the threats 

• The organisation must change with the changing technology to remain 

competitive 

Economic forces 

• Inflation 

• Unemployment 

• Availability of Credit 

• Level of disposable income 

• Propensity of people to spend 
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• Interest rates 

• Economies of scale 

• Value of Kshs in world markets 

• Foreign countries economic conditions 

 

Social cultural forces  

• Social cultural, demographic, and environmental changes have a major impact 

upon virtually all products, services, markets, and customers  

• Small, large, for-profit and non profit companies are affected by threats and 

opportunities created by the above factors 

• Managers must understand the dynamics of this environment and make decisions 

which will enable the organizations attain their goals and objectives 

• In Kenya the scourge of AIDS/HIV pandemic on the productivity of the 

workforce must be addressed. 

• Cultural practices in certain communities must be eliminated 

• Tribalism has to be reduced to bare minimum/cohesive nation a must for 

prosperity  

• Population explosion needs to be curbed 

• Poverty levels should be monitored 

• Shelter 

• Literacy levels/Education institutions should be improved and quality education 

• Infrastructure 

• Health facilities should be improved 
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• Number of marriages 

• Number of divorces 

• Number of births 

• Immigration and emigration rates 

• Social security programmes  

• Life expectancy rates 

• Per-capita income 

• attitudes towards business 

• Lifestyles 

Political forces  

• Central government, local and foreign governments are major regulators, 

deregulators, subsidizers, employers, and customers of organizations  

• Political, governmental, and legal factors can therefore represent key 

opportunities or threats for both small and large organizations  

• Government regulations and deregulations 

• Change in tax laws 

• Voters participation rates 

• Level of defense expenditures 

• Legislation on equal employment 

• East African Community 

• Relationship between Kenya, Tanzania, Uganda 

• Movement of people across the borders 
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• Size of government budgets 

• Location and severity of terrorist activities 

• General election impact on the people, policy and economy.  

Establish long term objectives  

The strategic management is the major vehicle for planning and implementing major 

changes an organization makes. Many organizations tend to spend substantial amount of 

time and effort in developing the strategic plan, without devoting sufficient attention to 

the means and circumstances under which the strategic plan to be implementation has 

often been seen that changes come through the implementation. Though strategic 

management begins with strategic planning, the other components are no less important. 

About the implementation of strategic plans, the need (or proper corporate culture, 

organization structure and appropriate policies regarding appraisal need to be stressed. 

 

 

Strategic Management is a stream of decisions and actions with a view to develop an 

effective strategy (or strategies) which would help the organization achieve its Corporate 

goals. Strategic management involves strategic analysis. Strategic choice making and 

strategic implementation strategies exist at all levels-Corporate level business level and 

operational level. There is a need for strategic vision for strategic managers and the 

benefits of strategic management. 

 

The strategic management process is the way in which strategists determine objectives 

and make strategic decisions. In the management of business in earlier times, the focus of 

the manager's job was on decision for today's world in today's business. This approach 

may have been satisfactory then. However, the changes that have been taken place over a 

period of time in the environment have led to the need for a different approach to 

management Instead of focusing all their time on today's problems, the managers began 

to see the value of trying to anticipate the future and to prepare for it. They did this in 

several ways. One way vas to evolve systems and prepare manuals (or procedures) for 

decisions which are routine and repetitive in nature as this allowed more time for 
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important decisions. Another way was to prepare budgets and thereby anticipate future 

sales and flow of funds. 

 

 

Long range planning 

These things helped, but they tended to be based on the present business and its present 

conditions and as such these mechanisms could not deal well with the change‘s by 

themselves. The lack of emphasis on future in budgeting led to long range planning. Long 

range planning focused on forecasting the future by using economic and technological 

tools. The formulation of these plans has bean the responsibility of corporate staff group, 

whose reports forwarded lo top management. The top management could approve, 

disapprove or modify these plans. However, the corporate planners ware not the decision 

makers. 

 

Long range planning had some impact, but not as much as would be expected if the top 

management were involved. Moreover, the corporate planners were producing what can 

be termed "first-generation plans". First-generation planning means the firm chooses the 

most probable appraisal of the future environment and of its own strengths and 

weaknesses. From this, 'it evolves the best possible strategy for a match of the 

environment and plan for the most likely future. 

 

Modern approach is called "strategic planning." The top management, including the 

board of directors and corporate planners have important roles to play in strategic 

management. But the starting roles are for the general managers of the corporation and its 

major operating divisions. Strategic management focuses on analysis thus strategies are 

then prepared for each of these likely future scenarios. 

 

Generate, evaluate and select strategies  

Interaction of organization with its environment in the light of its strengths and 

weaknesses results into various strategic alternatives. This process may result in to large 

number of alternatives through which an organization can relate itself to the environment. 
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However, all alternatives can not be chosen even if all of them produce the same results. 

Obviously managers may like to limit themselves to the serious consideration of some of 

the strategic alternatives so that they are saved from unnecessary exercise. Therefore, the 

strategic alternatives to be identified in the light of strategic opportunities and threats 

generated through environmental analysis, and organizational mission and objectives. 

 

The identification of various strategic alternatives leads to the level when managers 

consider some alternatives serious/y and may choose one of the most acceptable. This is 

the stage of strategic decision process and all factors for decision making are relevant. 

Since the particular strategy attempts to affect the organizational operation in some 

predetermined manner, the choice process systematically considers how each alternative 

strategy affects the various critical factors of the organizational functioning. Further, the 

chosen alternative to be acceptable in the light of organizational objectives. Thus, it is not 

necessary that the chosen alternative is the best one. In the choice process, apart from the 

various organizational and environmental factors, personal factors play considerable role 

because choice of strategy reflects the personal values and aspirations of strategist. 

Establish policies and annual objectives  

Annual objectives serve as guidelines for action, directing and channelling efforts and 

activities of organizational members. They serve as standards of performance and as such 

give incentives for managers and employees to perform.  They provide a basis for 

organizational design.   Annual objectives are essential for strategy implementation 

because they: 

 Represent the basis for allocating resources;  

 Are primary mechanism for evaluating managers; 

 Are  the major instruments for monitoring progress toward achieving long-

term objectives; and  

 Establish organizational, divisional and departmental priorities. 
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Annual objectives translate long-range aspirations into this year‘s targets. Annual 

objectives should be consistent across hierarchical levels and form a network of 

supportive aims. They should be: 

 Measurable,   

 Consistent,  

 Reasonable,  

 Challenging, 

 Clear, 

 Communicated throughout the organization, 

 Characterized by an appropriate time dimension, and  

 Accompanied by commensurate rewards and sanctions. 

They should be compatible with employees‘ and managers‘ values and should be 

supported by clearly stated policies  

Policies  

Policies are specific guidelines, methods, procedures, rules, forms, and administrative 

practices established to support and encourage work towards stated goals.  They are 

broad, precedent-setting decisions that guide or substitute for repetitive managerial 

decision-making.   Therefore, they are directives designed to guide the thinking, 

decisions, and actions of managers and their subordinates in implementing a firm‘s 

strategy.   Policies set boundaries, constraints and limits on the kind of administrative 

actions that can be taken to reward and sanction behaviour.  They clarify what can and 

cannot be done in pursuing of an organization‘s objectives.  Policies let both employees 

and managers know what is expected of them, thereby increasing the likelihood that 

strategies will be implemented successfully.   Whatever their scope and form, policies 

serve as a mechanism for implementing strategies and achieving objectives.   Policies 
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represent the means for carrying out strategic decisions and hence should be stated in 

writing whenever possible.  

Functional strategies  

They are the shot-term activities that each functional area within a firm must undertake in 

order to implement the grand strategy.   Functional level strategy primarily focuses on 

achieving maximum use of resources i.e attaining maximum resources productivity.   

Functional strategies address issues regarding the coordination and integration of 

activities within a single function.  They must be consistent with both short and long-term 

objectives. 

Allocate resources  

Once the creative and analytical aspect en strategy formulation has been decided, the 

organization tries to convert the strategy into something operationally effective. To bring 

the result toe strategy to be put to action because mere choice of even the soundest 

strategy may not lead to its objectives. In strategy implementation, various activities 

involved are design of organization structure to suit the chosen strategy, effective 

leadership, development of functional policies, allocation of resources, development of 

effective information system and use of control system, etc. 

Measure and evaluate  

Review and control may be treated as the fast stage of strategic management process. 

However, this is an on-going process and review and control to be taken as the process 

for the future course of action. For effective implementation and consequently 

achievement of organizational objectives, it is necessary that there is continuous 

monitoring of the implementation of the strategy so that suitable action is taken whenever 

something goes wrong. 

 

Review and control of strategy and its implementation may result into various actions 

that the organization has to take to be successful depending on the situation. Such action 

may be required in the area of correcting implementation of strategy, choice of strategy 

or change in organizational mission and objectives and consequently leading to change in 

that identification of strategy. Therefore, strategic management process be taken as 
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dynamic so that new action is taken whenever there is any change in any of the factors 

affecting strategy.  

Factors to consider in strategy formulation  

 The most important outcome from successful strategy implementation is real 

value added through goal achievement and increased stakeholders satisfaction. 

 

 Successful strategy implementation depends on various factors.  

 For effective strategy implementation, there must be congruence between several 

elements: organization structure, culture (shared values), resource (budget) 

allocation, staff competencies and capabilities, support systems, reward systems, 

policies and procedures, and leadership style.  

 Organizational structure is the formal framework by which job tasks are divided, 

grouped, and coordinated. 

 It helps people pull together in their activities that promote effective strategy 

implementation.  

 The structure of an organization should be compatible with the chosen strategy 

and if there is incongruence, adjustments will be necessary either for the structure 

or the strategy itself.   

 For a successful strategy implementation, a supporting organization structure is 

critical.  

 Positioning of the functions in the organization structure sets more focus on key 

functions whose performance is critical to the success of a firm‘s strategy and 

institutionalizes the decision making of the heads of these functions. 

 When the business strategy changes, organization structure is received in light of 

the changes in strategy to maintain the relevance of the structure.  
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 Organizational culture is a system of shared meaning and beliefs held by 

organizational members that determines, to a large degree on how they act. 

 It provides the social context in which an organization performs its work.  

 It guides the organization‘s members in: 

 Decision making,  

 Determining how time and energy are invested, and 

Deciding which options are looked on favourably from the start and which types of 

people are selected to work for the organization. 

 It is the strategy implementer‘s task to bring the corporate culture into alignment 

with the strategy and keep it there once a strategy is chosen.  

 Culture can either be a strength or a weakness.  

 As strength, culture can facilitate communication, decision-making, and control, 

and can create co-operation and commitment.  

 As a weakness, culture may obstruct the smooth implementation of strategy by 

creating resistance to change.  

 Organizations have at least four types of resources that can be used to achieve 

desired objectives, namely:  

 Financial resources,  

 Physical resources,  

 Human resources, and  

 Technological resources. 

 It is possible to implement a strategy with the resources available but impossible 

to implement a strategy which requires more resources than can be made 

available.  
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 Innovative state-of-the-art support systems can be a basis for competitive 

advantage if they give firm capabilities that rivals can‘t match. 

 Strategy implementation is also affected by how well policies and operating 

procedures that aid the task are prescribed.  

 New or revised policies and procedures provide top-down guidance to operating 

managers, supervisory personnel and employees regarding how certain things 

need to be done and what behaviour is expected. 

 Responsibility for strategy implementation should be clearly defined. The ―How‖ 

of allocating responsibility is also important.  

 Roles played are determined by the nature of institutional structures that are in 

place: 

 The Board 

 Top Management Team 

 Middle Management 

 Operational Staff 

 

Questions  

• Will potential new entrants be able to match the capital requirements that 

currently exist 

• How permanent are the cost disadvantages (independent of size) in our industry? 

• Will conditions change so that competitors have equal access to marketing 

channels? 

• Identify and discuss the role played by each. Are the roles distinct for each or do 

they overlap? 
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• Is government policy toward competition in our industry likely to change? 

VALUES  

 

 We all know that as part of best practices, virtually all institutions whether public, 

private, educational, faith-based or civil society oriented have clearly outlined sets of 

values in their strategic plans and service charters. Most of these values are usually 

displayed prominently in the entrance foyers, boardrooms, waiting rooms and literally in 

all the offices.  

But a number of questions beg some answers:- 

 Firstly, do the leaders and the persons in these institutions appreciate these 

values? 

 Secondly, if the answer is yes, then why are the values not put in practice? 

 Thirdly, what steps ought to be taken to ensure that these stated values are 

institutionalized and fully practiced? 

 Fourthly, what measures and what reforms are required to ensure the 

internalization of these values? 

 Finally, how can we regularly assess whether these values are being practiced by 

all and whether the intended results are being achieved? 

 

Values are important in that they exert influence on the way people relate with each 

other, as well as the way people serve and engage with other communities.  Indeed, the 

values of a people determine how the people are viewed and assessed by others. And 

finally, values define a people‘s identity, including who they are, what they believe in, 

what they stand for and how others perceive and view them. 

 

Values are derived from a variety of sources; however, the vast majority is derived from 

various culture, religions, and contact with other societies, rules, regulations and laws. In 

Kenya, the case is that the values are neither codified in a policy document or in a manner 

that the citizens can clearly say what constitutes the national values. 
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Kenya is a multi-ethnic and multi-racial country. As a nation we may talk of a national 

culture, one that unites us as one nation. In reality, however, the multi-ethnic nature of 

the country means that we have literally as many cultures as we have ethnic groups. On 

the other hand, we can say that on account of western education, urbanization and 

developments in communication, there is much less distinction nowadays in the different 

ethnic cultures than there was at the time of colonization.  

We all know that life is a complex phenomenon and that any way of life is made up of 

innumerable facets. To most anthropologists, culture encompasses the learned 

behaviours, beliefs, attitudes, values and ideals that are characteristic of a particular 

society or population1 Thus, all human beings are born in a complex culture which 

strongly influences how they live and behave throughout their lives.  

From the above definition of culture, we see that values constitute one aspect of culture. 

In everyday usage, the word ―value‖ refers to the intrinsic worth, the fair equivalent or 

goodness of something. In philosophy, on the other hand, ―value‖ deals with the notion of 

the good in the widest sense, embracing not only the morally good but also the beautiful 

and the true.  

In traditional Kenyan cultures, people valued the institution of marriage, human life, 

morality, respect for people's property, and good leadership. This list is not exhaustive. 

There were many things that different cultures valued but which may not have been 

looked at in the same way by other cultures. Our interest here is with those things that 

had ―universal‖ value across the different cultures. Let us now examine each of these 

universal values.  

Marriage 

The institution of marriage was highly valued by all the traditional cultures in Kenya. To 

a large extent, especially in the rural areas, it is highly valued even today. The reason for 

this is that marriage is the foundation on which families are built. On its part, the family 

constitutes the basic social group that operates most widely and most intensely in the 

activities of everyday life. All kinship relationships ultimately derive their legitimacy 
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from the family. The rights and duties of the individual-economic, religious and political 

life either exclusively or predominantly work through channels of kinship.  

The individual who wishes to obtain a maximum degree of protection by the community 

in which he lives and to attain influence and prestige in it must aim at securing for 

himself a prominent place in the elaborate network of kinship relations. This he can do 

only through marriage and protection, for matrimony and parenthood are necessary steps 

in the process of acquiring social status.  

Marriage, therefore, had the specific purpose of perpetuating one's lineage and–in the 

process– bestowing social status on man. Thus, in general pre-marital sex was 

discouraged since it did not serve the purpose of matrimony and parenthood. Stiff fines 

were meted out to people who committed adultery, as we shall see later on.  

Human Life 

Human life is highly valued in the modern world. This was no different among the 

traditional Kenyan communities. However, it was permissible to kill an enemy, just as is 

the case today. In all other cases, no one was allowed to take away another person's life. 

In fact, no distinction was made between murder and manslaughter; both were considered 

murder. Murder was punished according to the principle of compensation.  

Morality 

Morality is a quality that was highly valued by all traditional cultures in Kenya. Indeed, 

moral values formed the bedrock of the education that was given to children as they grew 

up. Moral values were also impressed on people who were about to wed or who were 

going through one rite of passage to another. Leaders were also expected to be people of 

upright character.  

Respect for Other People's Property 

Children were traditionally socialized to respect other people's property. Through rewards 

and punishments, the children grew up distinguishing between legitimately acquired 
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goods and stolen ones. Each family endeavoured to ensure that their children respected 

their neighbours‘ properties. The idea was to inculcate in the minds of the young the 

virtue of honesty.  

Good Leadership 

In any culture leadership is considered a very important institution. This is because 

leadership tends to influence, if not to dictate, all the activities and affairs of that culture. 

Thus, traditional cultures in Kenya attached great importance to the qualities of good 

leadership. This is in spite of the fact that almost all these cultures did not have 

centralized systems of government. At whatever level of leadership, whether as 

individuals or members of councils of elders, the leaders had to possess certain qualities 

that were acceptable to the people as characteristics of good leadership. These qualities 

included seniority in age, wealth, reputation as a warrior and other characteristics of 

leadership.  

Some of the values an institution can embrace are:-  

 Punctuality - Speed and respect for time; a country in hurry 

 Spirit of Service - Customer service mentality; constant improvement and 

anticipation 

 Quality of Delivery - High standards, spirit of excellence, efficiency 

 Result Oriented – completion towards results; we finish what we start 

 Self Respect - National pride 

 

CORPORATE CULTURE 

Change in any institution starts with leadership of an institution.   We shall therefore look 

at leadership and Hofstede‘s cultural dimensions.  

 

Hofstede’s Cultural Dimensions 

 

Power Distance Index (PDI) focuses on the degree of equality, or inequality, between 

people in the country's society. A High Power Distance ranking indicates that inequalities 

of power and wealth have been allowed to grow within the society. These societies are 
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more likely to follow a caste system that does not allow significant upward mobility of its 

citizens. A Low Power Distance ranking indicates the society de-emphasizes the 

differences between citizen's power and wealth. In these societies equality and 

opportunity for everyone is stressed. 

 

Individualism (IDV) focuses on the degree the society reinforces individual or collective 

achievement and interpersonal relationships. A High Individualism ranking indicates that 

individuality and individual rights are paramount within the society. Individuals in these 

societies may tend to form a larger number of looser relationships. A Low Individualism 

ranking typifies societies of a more collectivist nature with close ties between individuals. 

These cultures reinforce extended families and collectives where everyone takes 

responsibility for fellow members of their group.  

  

Masculinity (MAS) focuses on the degree the society reinforces, or does not reinforce, 

the traditional masculine work role model of male achievement, control, and power. A 

High Masculinity ranking indicates the country experiences a high degree of gender 

differentiation. In these cultures, males dominate a significant portion of the society and 

power structure, with females being controlled by male domination. A Low Masculinity 

ranking indicates the country has a low level of differentiation and discrimination 

between genders. In these cultures, females are treated equally to males in all aspects of 

the society.  

 

 Uncertainty Avoidance Index (UAI) focuses on the level of tolerance for uncertainty 

and ambiguity within the society - i.e. unstructured situations. A High Uncertainty 

Avoidance ranking indicates the country has a low tolerance for uncertainty and 

ambiguity. This creates a rule-oriented society that institutes laws, rules, regulations, and 

controls in order to reduce the amount of uncertainty. A Low Uncertainty Avoidance 

ranking indicates the country has less concern about ambiguity and uncertainty and has 

more tolerance for a variety of opinions. This is reflected in a society that is less rule-

oriented, more readily accepts change, and takes more and greater risks.  
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Long-Term Orientation (LTO) focuses on the degree the society embraces, or does not 

embrace, long-term devotion to traditional, forward thinking values. High Long-Term 

Orientation ranking indicates the country prescribes to the values of long-term 

commitments and respect for tradition. This is thought to support a strong work ethic 

where long-term rewards are expected as a result of today's hard work. However, 

business may take longer to develop in this society, particularly for an "outsider". A Low 

Long-Term Orientation ranking indicates the country does not reinforce the concept of 

long-term, traditional orientation. In this culture, change can occur more rapidly as long-

term traditions and commitments do not become impediments to change. 

 

The Nature of Leadership 

Leadership 

 The process by which a person exerts influence over others and inspires, 

motivates and directs their activities to achieve group or organizational goals. 

 

 Effective leadership increases the firm‘s ability to meet new challenges. 

Leader 

An individual who is able to exert influence over other people to help achieve group or 

organizational goals. 

 

Personal Leadership Style 

 

The specific ways in which a manager chooses to influence others shapes the way that 

manager approaches the other tasks of management.  Leaders may delegate and support 

subordinates, while others are very authoritarian.  The challenge is for managers at all 

levels to develop an effective personal management style. 

 

Leadership Across Cultures 

Leadership styles may vary among different countries or cultures.  European managers 

tend to be more people-oriented than American or Japanese managers.  Japanese 
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managers are group-oriented, while U.S managers focus more on profitability.  Time 

horizons also are affected by cultures. 

• U.S. firms often focus on short-run efforts and results. 

• Japanese firms have a longer-run perspective. 

• European firms fall somewhere between the U.S. and Japanese 

orientations. 

 

 

Contingency Models of Leadership 

 

Fiedler’s Model 

Effective leadership is contingent on both the characteristics of the leader and of the 

situation.  Leader style is the enduring, characteristic approach to leadership that a 

manager uses and does not readily change. 

• Relationship-oriented style: leaders concerned with developing 

good relations with their subordinates and to be liked by them. 

• Task-oriented style: leaders whose primary concern is to ensure 

that subordinates perform at a high level so the job gets done. 

Situation Characteristics 

 How favorable a situation is for leading to occur. 

 Leader-member relations—determines how much workers like and trust 

their leader. 

 Task structure—the extent to which workers tasks are clear-cut; clear 

issues make a situation favorable for leadership. 

 Position Power—the amount of legitimate, reward, and coercive power 

leaders have due to their position. When positional power is strong, 

leadership opportunity becomes more favorable. 
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Fiedler’s Contingency Theory of Leadership 

 

 

House’s Path-Goal Theory 

• A contingency model of leadership proposing the effective leaders can motivate 

subordinates by: 

1. Clearly identifying the outcomes workers are trying to obtain from their 

jobs. 

2. Rewarding workers for high-performance and goal attainment with the 

outcomes they desire 

3. Clarifying the paths to the attainment of the goals, remove obstacles to 

performance, and express confidence in worker‘s ability. 

 

Motivating with Path-Goal 

• Path-Goal identifies four leadership behaviors: 

1. Directive behaviors: set goals, assign tasks, show how to do things. 

2. Supportive behavior: look out for the worker‘s best interest. 

3. Participative behavior: give subordinates a say in matters that affect them. 

4. Achievement-oriented behavior: Setting very challenging goals, believing 

in worker‘s abilities. 

• Which behavior to be used depends on the nature of the subordinates and the 

tasks. 
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The Leader Substitutes Model 

• Leadership Substitute 

1. Acts in the place of a leader and makes leadership unnecessary. Possible 

substitutes can be found in: 

• Characteristics of the subordinates: their skills, experience, 

motivation. 

• Characteristics of context: the extent to which work is interesting 

and fun. 

2. Worker empowerment or self-managed work teams reduce leadership 

needs. 

3. Managers should be aware that they do not always need to directly exert 

influence over workers. 

Transformational Leadership 

• Leadership that: 

 Makes subordinates aware of the importance of  their jobs and 

performance to the organization by providing feedback to the worker. 

 Makes subordinates aware of their own needs for personal growth and 

development. 

 Motivates workers to work for the good of the organization, not just 

themselves. 

Being a Charismatic Leader 

Charismatic Leader is an enthusiastic, self-confident transformational leader able to 

clearly communicate his or her vision of how good things could be by: 

• Being excited and clearly communicating excitement to 

subordinates. 

• Openly sharing information with employees so that everyone is 

aware of problems and the need for change.  

• Empowering workers to help with solutions. 

• Engaging in the development of employees by working hard to 

help them build skills. 
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Transactional Leadership 

Transactional Leaders 

 Use their reward and coercive powers to encourage high performance—

they exchange rewards for performance and punish failure. 

 Push subordinates to change but do not seem to change themselves. 

 Do not have the ―vision‖ of the transformational leader. 

 

From a global perspective, in Singapore leaders built capacity in the people through:-  

 

 Human Resource Investments 

 Strategic Educational Subsidies & Grants 

 Generous Merit Scholarships 

 Strategic Housing Subsidies 

 Skills Development Fund (SKF) 

 Strategic Health Subsidies: A,B,C wards 

 Infra-Structure Investments: supply chain  

 Low Personal Income Taxes & No Death Tax 

 Re-distribution of Wealth: No Capital Gain Tax 

 Scouting for next generation Leaders 

 Sympathetic Social Welfare Department 

 

How to inculcate values and an ethical culture of integrity 

 

 National leaders‘ commitment to national core values 

  societal change-agents & leaders mobilized 

 government leaders 

 business leaders 

 educational leaders (teachers) 

 media leaders 

 sports & performing arts leaders 

 religious leaders 
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 family (parents) 

 

 

Definition: Corporate culture is an idea in the field of organizational studies and 

management which describes the psychology, attitudes, experiences, beliefs and values 

(personal and cultural values) of an organization. It has been defined as "the specific 

collection of values and norms that are shared by people and groups in an organization 

and that control the way they interact with each other and with stakeholders outside the 

organization." 

Definition: Corporate values, also known as "beliefs and ideas about what kinds of 

goals members of an organization should pursue and ideas about the appropriate kinds or 

standards of behavior organizational members should use to achieve these goals. From 

organizational values develop organizational norms, guidelines, or expectations that 

prescribe appropriate kinds of behavior by employees in particular situations and control 

the behavior of organizational members towards one another.    The three structural levels 

of any culture from Alan Price (2007) Human Resource Management in a Business 

Context (3rd Edition)  

Value 

The value acts as the roots of all culture which provides the organisation with both 

stability and solidity. It also helps in sustaining the organisation the values are put as the 

roots of tree. 
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Institutions 

The institution includes formal or informal where the values and the beliefs take shape in 

a diverse area of experience, structuring the behavior and the ways of acting of the 

members of the society in question. This is achieved by offering a frame work in which 

the values take shape in different area of experience. The institutions are the trunk of a 

tree. 

Practices 

This is formal by particular practices which provide physical and evident dimensions 

from the outside of the culture in question. The practices act as the branches of a tree 

which can experience very important changes which help the culture to be maintained. 

For us to be able to maintain culture we need to have strong roots (myths, beliefs and 

values) which need to be developed in whole (structure and strong practices).  For any 

organisation to survive globally, it needs to be visible by looking at the different elements 

that shapes all the culture, practices together with institution.  

Types of organizational culture 

Organizational culture can vary in a number of ways.  It is these variances that 

differentiate one organisation from the others. Some of the bases of the differentiation are 

presented below :  

 

Strong vs weak culture: 

 Organizational culture can be labeled as strong or weak based on sharedness of the core 

values among organizational members and the degree of commitment the members have 

to these core values. The higher the sharedness and commitment, the stronger the 
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culture increases the possibility of behaviour consistency amongst its members, while a 

weak   culture opens avenues for each one of the members showing concerns unique to 

themselves. Strong culture is said to exist where staff respond to stimulus because of their 

alignment to organizational values. In such environments, strong cultures help firms 

operate like well-oiled machines, cruising along with outstanding execution and perhaps 

minor tweaking of existing procedures here and there. 

 

Soft vs hard culture: 

 Soft work culture can emerge in an organisation where the organisation pursues 

multiple and conflicting goals. In a soft culture the employees choose to pursue a few 

objectives which serve personal or sectional interests.  

 

 A typical  example  of  soft  culture  can  be  found  in  a  number  of  public  sector 

organizations in India where the management feels constrained to take action against  

employees to maintain high productivity. The culture is welfare oriented; people are held 

accountable for their mistakes but are not rewarded for good performance. 

Consequently, the employees consider work to be less important than personal and 

social obligations. Sinha (1990) has presented a case study of a public sector fertilizer 

company which was established in an industrially backward rural area to promote 

employment generation and industrial activity.  Under  pressure from  local 

communities  and  the  government,  the  company  succumbed  to  overstaffing, 

converting mechanized operations into manual operations, payment of overtime, and poor 

discipline. This resulted in huge financial losses (up to 60 percent of the capital)  to the 

company.  

 

Formal vs informal culture :   

 The work culture of an organisation, to a large extent, is influenced by the formal 

components of organizational culture. Roles, responsibilities, accountability, rules and 

regulations are components of formal  culture. They set the expectations that the 

organisation has from every member and indicates the consequences if these 

expectations are not fulfilled 
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 Elements of organizational culture 

These elements may overlap. Power structures may depend on control systems, 

which may exploit the very rituals that generate stories which may not be true. 

.  

©The sergay group limited 

The cultural web contains 6 inter-related elements: 

Rituals and routines - are concerned with the day-to-day behavior of people in the 

organisation e.g. the way customers are dealt with or the existence of privileges for 

certain staff. They are things that are taken for granted by existing staff but have to be 

learned by new people. They often present significant barriers to change, if people are 

protective of their 'customs'. Rituals such as training programmes or personnel 

procedures can reinforce the perception of how things are done, and demonstrate to staff 

what behavior is desirable and valued by senior management. 

 

Stories - within the company focus upon past events in the organisation and are told to 

people both outside and inside the organisation. They communicate something of the 

organization‘s culture. Company 'heroes', such as charismatic leaders of the past, and 

mavericks can be perceptions of 'normal' behavior. 

 

Symbols. - Logos, language, status symbols e.g. company cars; office carpets etc can all 

provide a visible reflection of company culture. 
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Power structures. - Directors and senior managers, or groups of directors and senior 

managers with the most power, are likely to have the most influence. 

 

Organizational structure. -  Both the formal structure (as found on the organisation chart) 

and the informal structure are likely to reflect power structures and play an important part 

in influencing the core values of an organisation. 

 

Control systems - the measurement and reward systems used in the organisation 

There are a number of behaviorally focused tools, such as Corporate culture Inventory, 

which look at the culture through the behaviors‘ of the managers and leaders. These can 

provide a platform for identifying what development is required to move towards a 

positive, performance culture. However, it does not necessarily focus on business 

oriented outcomes, but more on the personal criteria. 

 

Importance of organizational subculture 

Sub cultures are minicultures within an organisation. These minicultures operate within 

the larger, dominant culture. Subcultures are usually an outcome of occupational, 

professional, functional differences or geographical distance. 

 

Types of organizational Sub culture. 

 

Academy  

Organizations with this kind of a culture hire new college graduates and train them in a 

wide variety of jobs. Such an organisation culture provides the employees with 

opportunities to master different jobs. 

Club 

Organizations that are highly concerned with getting people to fit in and be loyal are 

referred to as a club the organisation promotes form within and highly value seniority. 

 

 

 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

-80- 

 

Baseball teams 

In such cultures employees tend to be entrepreneurs who are willing to take risks and are 

handsomely rewarded for their success. This type of culture exists in fast paced high risk 

organizations such as an investment banking, advertising. 

Fortress 

The fortress type of culture exists in organisations that are facing a hard time in fighting 

for the survival. 

 

Employees who enjoy the challenges of fighting with their backs against the wall and do 

not mind the lack of job security enjoy working in this kind of culture. 

 

Categories of artifacts through which corporate culture is  

communicated. 

Artifacts are the observable symbols and signs of an organization‘s culture, such as the 

way visitors are greeted, the physical layout, and how employees are rewarded. ―You 

show your corporate culture in everything—the way the building looks, the way people 

act, the names of the conference rooms,‖ said Joe Kraus, a cofounder of Excite, an 

Internet gateway 

We look at four broad categories of artifacts: organizational stories and legends, rituals 

and ceremonies, language, and physical structures and symbols. 

 

Organizational stories and legends 

Many years ago, so the story goes, a security guard stopped IBM CEO Thomas Watson, 

Jr., as he was about to enter an area without his identification badge. Watson explained 

who he was, but the guard insisted that a badge must be worn in secured areas of the 

building. Rather than discipline the guard, Watson praised him and used this experience 

to tell others about performing their job well. Stories and legends like this about past 

corporate incidents serve as powerful social prescriptions of the way things should (or 

should not) be done. They provide human realism to individual performance standards 

and use role models to demonstrate that organizational objectives are attainable. 

This IBM‘s story advises employees to obey rules 
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Rituals and ceremonies 

Rituals are the programmed routines of daily organizational life that dramatize the 

organization‘s culture. Rituals include how visitors are greeted, how often senior 

executives visit subordinates, how people communicate with each other, how much time 

employees take for lunch, and so on.  

Ceremonies are more formal artifacts than rituals. Ceremonies are planned activities 

conducted specifically for the benefit of an audience. This would include publicly 

rewarding (or punishing) employees, or celebrating the launch of a new product or newly 

won contract. 

 

Language 

The language of the workplace speaks volumes about the company‘s culture. Language 

also highlights values held by organizational subcultures. Corporate culture might also be 

represented in the phrases, metaphors, and other special vocabularies used by 

organizational leaders. 

 

Physical structures and symbols 

Physical structures and spaces, such as British Airways‘ the Red Cross, often symbolize 

the company‘s underlying values and beliefs.28 The size, shape, location, and age of 

buildings might suggest the organization‘s emphasis on teamwork, risk aversion, 

flexibility, or any other set of values. 

Culture supplements rational management:  

 Creation of an appropriate work culture is  a  time - consuming process.  Therefore,  

organisation  culture  cannot suddenly  change  the  behaviour  of  people  in  an  

organisation.  

 

 A number of management tools are used to channelize the behaviour of people in a 

desired way. No change can be effectively brought about without involving people. 

Culture communicates to people through symbols, values, physical settings, and 
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language, and hereby supplementing the rational management tools such as technology 

and structure. 

Culture facilities induction and socialization: 

 Induction is a process through which new entrants to an organisation are socialized 

and indoctrinated in the expectation of the organisation; its cultural norms, and 

undefined conduct.  

The newcomer imbibes the culture of the organisation which may involve changing 

his/her  attitudes  and  beliefs  to  achieving  an  internalized  commitment  to  the 

organisation. Different organizations follow different practices for induction. Gillette 

India has a system of online induction which enables an IT - savvy newcomer to pick and 

choose the areas where he/she needs more detailed information. Bureaucratic 

organizations, however, spend considerable time explaining rules and procedures 

during  induction  as  following  rules  is  one  of  the  major  requirements  of  such 

organizations. Central government organizations in India have a one - year probation 

training - cum - induction involving cultural training. On the other hand, younger and 

entrepreneurial organizations are less formal in their induction process. Here, the 

established senior members share with the newcomers stories of heroes, founders, and 

charismatic team leaders with vision.  

Culture promotes code of conduct:   

A strong in an organisation explicitly communicates accepted modes of behaviour are 

accepted and others would never be visible. The presence of a strong culture would be 

evident where members share a set of beliefs, values, and assumptions which would 

influence their behaviour in an invisible way. Where culture has been fully assimilated 

by people they persistently indulge in a typical bahaviour in a spontaneous way. 

Promotion of the culture of quality can help achieve good business results. Rohmetra 

(2000) conducted a study of cultural diversity and ethical behaviour.  

She collected data from 30 managers of Dogra culture and 35 managers of Laddakhi 

culture. Her results showed that Dogra managers had highest consistency between what 
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they believe and what they do at work, while the situation was the reverse for Laddaakhi 

managers.   

Subcultures contribute to organisational diversity: 

 Sub - cultures, and sub -systems of values and assumptions which may be based on 

departmentalization, activity  centers,  or  geographical  locations,  provide  meaning  to  

the  interests  of localized, specific groups of people within the macro organisation. Sub - 

cultures can affect the organisation in many ways: (i) they may perpetuate and 

strengthen the existing culture;  

 

(ii) They may promote something very different from those existing;  

 

(iii) They may promote a totally opposite sub - culture (beliefs and values) or counter 

culture when in a difficult situation.  

 

Care needs to be exercised when promoting a counter culture as it may be detrimental to 

the larger organizational interest.  

 Gives members an organisational identity, in other words, attracts 

develop and keep talented people. Serve as a magnet. A feeling of 

belonging exists among employers. 

 Facilitates collective commitment. People own the company, are 

prepared to give of themselves. Salaries are high, dividends are 

high productivity is high. 

 Promote social system stability, strict standards – tight controls 

more than just discipline - a mystique. Low turnover. Passionate 

commitment to work hard – strong identification with the 

company. 

 Shapes behavior by helping members to make sense of their 

surroundings. (Corporate culture– social glue). 
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Conditions under which cultural strength improves corporate 

performance 

Does corporate culture affect corporate performance? Ken Iverson, CEO of Nucor Steel 

is a stunning success story, thinks so. Many writers on this subject generally, argue that 

culture serves three important functions.  

 

First, social control Second, corporate culture is the ―social glue‖ that bonds people 

together and makes them feel part of the organizational experience. Finally, corporate 

culture assists the sense-making process. It helps employees understand organizational 

events.  

 

A strong culture thus is better than a weak one. A strong Corporate culture exists when 

most employees across all subunits hold the dominant values. The values are also 

institutionalized through well-established artifacts, thereby making it difficult for those 

values to change. Strong cultures are long lasting. In many cases, they can be traced back 

to the beliefs and values established by the company‘s founder. This makes the company 

more successful than the one with a weak culture.  

 

Companies have weak cultures when the dominant values are short lived, poorly 

communicated, and held mainly by a few people at the top of the organization. 

However strong culture increases organizational performance only when the cultural 

content is appropriate for the organization‘s environment Companies that operate in a 

highly competitive environment might be better served with a culture that engenders 

efficiency. Companies in environments that require dedicated employees will be more 

successful with an employee-oriented culture.  

 

A second concern is that a company‘s culture might be so strong that employees focus 

blindly on the mental model shaped by that culture.  
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Questions  

1. Discuss the role of leadership in strategy implementation.  

2. Discuss the set of decision involved in the development of functional policies. 
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4.0 CHAPTER FOUR  

 

Learning objectives 

By the end of this chapter the learner should be able to:- 

 Identify some of the strategic issues embraced by organizations to remain 

competitive and relevant  

 Identify characteristics of a good strategic objective  

 Explain competitive forces and strategies  

 Explain cost leadership as a strategy by Michael Porter 

 

4.1 IDENTIFYING STRATEGIC ISSUES  

 

To survive or prosper in the global business environment, a firm must be skilful in how it 

applies its strategies to compete globally.  Although global competitive strategies are 

imperative for firms operating in multiple countries, the solely domestic firm must keep a 

global perspective to be prepared for foreign competitors entering its market in various 

forms (e.g. exports, franchising, FDI etc.). A global competitive strategy is the strategy a 

firm uses as it seeks to create or maintain an advantage over its global or international 

competitors.  The strategies may be divided into those for creating competitive and those 

for avoiding competitive disadvantage. 

Creating Competitive Advantage 

 The following are the major strategies for creating competitive advantage in the 

global market place. 

1. Worldwide integration strategy 

 The firm‘s activities are integrated worldwide and it offers similar product 

to all its customers around the globe. 

 Such a firm will enjoy economies of scale arising from various sources, 

and hence its product unit cost will be low. 

 In such a strategy, the firm designates certain countries as the places 

where certain activities are performed, e.g production could be done in 

South Africa, financing in Europe, taxation in the Middle East, and the 

manufacture of parts in China, Korea, and Mexico. 

 Activities are usually designated to be performed in countries where such 

activities can be performed cheaply. 
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 An example of this strategy was the attempt by Ford to make the Ford 

Escort a ―world car‖. Configuring its processes, resources and strengths in 

pursuit of advantages enabled Ford to produce the Ford Escort at a lower 

cost than cars produced by competitors.  

National responsiveness strategy 

 Unlike the worldwide integration, this strategy allows subsidiaries much 

more autonomy to respond to local market conditions prevailing in a 

country. 

 The ability to quickly respond to different preferences and regulatory 

changes across countries gives the nationally responsive firm an advantage 

over the firm pursuing a worldwide integration strategy. 

 While the integrated firm cannot quickly alter its operations in one country 

without threatening the operations of other subsidiaries, the responsive 

firm can. 

Administration coordination strategy 

 Refers to a strategy which combines both worldwide integration and 

national responsiveness. 

 Since most industries are not entirely global or entirely multi-domestic, it 

is often necessary that firms develop the ability to both integrate globally 

and be locally responsive. 

 The strategy, however, is quite difficult to implement because local 

responsiveness and worldwide integration are trade-offs between 

flexibility across countries and flexibility within countries, while the firm 

concentrates on internal efficiency. While trying to rationalize between the 

two trade-offs, internal efficiency often suffers. 

 The strategy requires skill and a flexible organizational structure to 

respond adequately both to pressures for integration and responsiveness. 

Collaboration strategy 

 In today‘s global business, firms often cooperate rather than compete to 

enhance their competitiveness. 

 Collaboration may take the various forms e.g. strategic alliances, joint 

ventures etc. 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

-88- 

 

5. Broad-line competitive strategy 

 Here a firm competes on a worldwide basis and offers a wide range of 

products in a given industry. 

6. Global focus strategy 

 In this strategy, a firm competes worldwide, but only in a part of the 

industry. 

National focus strategy 

 This strategy involves focusing on one or few particular national markets 

and trying to outperform global firms by concentrating on keeping costs 

low or differentiating products within those few markets. 

8. Protected niche or shelter strategy 

 It is a strategy where governmental protection is sought from competition 

in certain countries in order to gain competitive advantage. 

 The strategy, however, does more to isolate a firm from competition than 

giving it a competitive advantage. 

 Firms from smaller countries and developing countries often find this 

strategy particularly advantageous. 

 

Avoiding Competitive Disadvantages 

 Firms often resort to the following strategies to avoid being placed at a 

competitive disadvantage in the global or international marketplace. 

1. Oligopolistic reaction 

 Refers to the tendency of firms in oligopolistic industries to follow the 

moves of a major competitor in the industry. 

2. Presence in competitor’s home markets 

 The simple presence of a firm in a competitor‘s home market, even on a 

relatively small scale, can pose a sufficient threat to a competitor that 

prevents the competitor from attacking the firm‘s primary markets.  
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Presence in key global markets 

 A firm cannot truly compete on a global scale if it is not present in the key 

global markets such as the Americas, Japanese, and Western European 

markets. 

 These three markets account for about half of the world‘s total 

consumption, and share certain important economic and demographic 

conditions. 

 If a firm does not have operations in all three areas of the triad, it may not 

be able to achieve maximum economies of trade. 

MANAGING GLOBAL FUNCTIONS 

 By their nature, MNEs/MNCs are headquartered in one country but have 

operations in other countries. 

 In carrying out business efficiently and effectively, MNEs/MNCs come up with 

appropriate strategies to manage the various functions efficiently and effectively 

in a global scale. 

 The functions include but not limited to Marketing, HRM, Finance, and R&D, 

Innovation and Production.  

Marketing  

 Should be designed to help identify opportunities and take advantage of them. 

 Involves consideration of: 

o The product or service to be sold, 

o The way in which the output will be promoted, 

o The pricing of the good or service, and 

o The distribution strategy to be used in getting the output to the customer. 

 There is therefore need  for MNEs/MNCs to consider fundamental of 

international marketing strategy. 

 Marketing strategy begins with an international market assessment, the evaluation 

of the goods and services the MNE can sell in the global market place. 

 Product strategies will vary depending on the specific good and the customer; 

some products need little or no modification, and others require extensive 

changes. 
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 There are a number of ways in which MNEs promote their products, although the 

final decision is often influenced by the nature of the product. 

 Pricing in international markets is influenced by a number of factors including 

government controls, market diversity, currency fluctuations, and price escalation 

forces. 

 Distribution strategies differ on a country-by-country basis, and MNEs ought to 

spend a considerable amount of time in examining the different systems in place, 

the criteria to use in choosing distributors and channels, and how distribution 

segmentation can be accomplished 

Human Resource Management  

 International HRM entails the process of selecting, training, developing, and 

compensating personnel in overseas positions. 

 HRM strategies involve consideration of staffing, selecting, training, 

compensating, and labour relations in the international environment. 

 Attention should be paid to language training, cultural adaptation, and competitive 

compensation among other things. 

Finance  

 International financial management by MNEs should consider a number of critical 

areas: 

o The management of global cash flows, 

o Foreign exchange risk management, 

o Capital expenditure analysis, and 

o International  financing. 

R&D and innovation 

R&D and innovation form the basis for new product development and modifications, 

business process reengineering, and knowledge creation. Therefore, central to R&D and 

innovations decisions is the product life cycle theory. The way MNEs manage these 

operations is determined by the extent of globalization and/or localization adopted by a 

specific MNE.   Most MNEs manage their R&D and Innovations as projects, hence will 

involve substantial investments.  R&D could be decentralized or centralized depending 

prevailing market conditions.  MNEs need to continually research, develop, and bring 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

-91- 

 

new offerings to the market place due to proliferation of cheaper substitutes.  In 

production of goods and services, MNEs ought to look at cost, quality, and well-designed 

production systems.  To ensure efficiency in production, MNEs should manage their 

international logistics effectively.  To improve production, MNEs pay critical attention 

to: 

 Technology and design, 

 Continuous improvement of operations, and 

 The use of strategic alliances and acquisitions. 

These are bound to help MNEs meet new product and service challenges while keeping 

costs down and quality up. 

Thus strategic decisions are a dynamic and complex process because of the impact of 

several factors. However, executives can reduce this complexity by putting a few 

questions while going for strategy. 

 Does the strategy fit management's values, philosophy, know-how, personality, 

and sense of social responsibility? 

 Is the strategy consistent with the internal strengths, objectives and policies of the 

organisation? 

 Does the strategy not conflict with other strategies of the organisation? 

 Is the strategy likely to produce a minimum of new administrative problems for 

the organisation? 

 Does the organisation have sufficient resources to implement the strategy? 

 Does the strategy balance the acceptable minimum risk with maximum profit 

potential consistent with organization‘s resources and prospects? 

 Does the strategy require too much or too large of organization‘s resources? 

 

Environment has become so complex; predicting the future with accuracy is difficult. The 

number of variables to be considered in the decision making process are increasing. 

Production and related technologies become obsolete within a short span of time. The 

number of events-both domestic and world-affecting the organization has increased. With 
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all this happening over-reliance on experience prove to be costly. More reliance has to be 

placed on creativity, innovation and new ways of looking at the organization in the world 

in which we exist. A rapidly changing environment requires that managers to make a 

clear distinction between long range planning and strategic planning which is a 

component of strategic management. Strategic management sets the major directions for 

the organization i.e., mission, major products/ services to be offered arid major market 

segments to be served. Without the major directions being set before, establishing 

objectives does not carry much sense. The Strategic management is the major tool for 

planning and implementing major changes an organization must make. Many 

organizations tend to spend substantial amount of time and effort in developing the 

strategic plan, without devoting sufficient attention to the means and circumstances under 

which the strategic' plan to be implemented. It has often been seen that changes come 

through the implementation thus the need for proper corporate culture, organization 

structure, rewards and recognition, and appropriate policies regarding performance 

appraisal need to be stressed. 

 

STRATEGIC OBJECTIVES 

 

Setting strategic objectives needs to be more of a top-down than a bottom-up process in 

order to: 

 

 Provide guidance to lower level managers and units. 

 Support Companywide interests. 

 Be cascaded downwards 

A strategic objective is an objective of medium and long term nature that aims either at 

exploiting an opportunity or strength, or deals with a threat or weakness facing the 

organization.  Strategic objectives therefore are based on factors identified in 

environmental analysis. They take advantage of favourable factors and deal with 

unfavourable factors identified in external and internal analyses.  For example, due to 

advancement in communication technology (opportunity), Kenya Airways may set for 

itself the following objective: In three years, at least 90% of Kenya Airways 
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customers should be able to make bookings and reservations on-line. This objective 

would be realistic if the airline is strong financially to be able to install the required 

information technology system (strength).  The objective would be necessary if 

information technology was an area of weakness in the company (weakness). To respond 

to the threat of competition (threat), Kenya Airways could set the following objectives: 

 In three years, at least 70% of Kenya Airways employees should be 

professionally qualified in their jobs. 

 In three years the airline should achieve at least 95% customer satisfaction. 

 

These two objectives would be realistic if the airline is strong financially to be able to 

train its employees, as well as, improve on the airline‘s services (strength).  Training 

employees would be necessary if lack of qualifications was one of the weaknesses of the 

airline (weakness).  As is evident from these examples, strategic objectives like strategies 

help align the firm‘s strengths and weaknesses to the environmental opportunities and 

threats.   

 

STRATEGIC AND OPERATIONAL OBJECTIVES 

 

 Strategic objectives are different from operational objectives in a number of 

significant ways. 

 

 Strategic objectives are of medium and long term nature, while operational 

objectives are short term, covering a period of one year or less. 

 

 Strategic objectives are for the organization or business unit as a whole, while 

operational objectives provide guidance for specific functional or operational 

units only e.g. marketing function. 

 

 Strategic objectives are concerned with developing the organization‘s future 

potential, while operational objectives are concerned with current 

performance i.e. converting potential business into actual results. 
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Building a stronger long term competitive position benefits shareholders more 

lastingly than improving short term profitability. 

 

 Strategic objectives focus mainly on effectiveness of the organization while 

operational objectives are for implementation of strategies and hence focus 

mainly on efficiency. 

 

 Strategic objectives are derived from environmental analysis, while 

operational objectives are usually derived from strategic objectives 

 

 

CHARACTERISTICS OF GOOD OBJECTIVES 

 

 Measurable 

This may require: 

- Operationalization of abstract concepts. 

- Quantification of the objective. 

- Giving time frame to the objective 

 

 Acceptable to those responsible for implementation 

- If set participatorily 

- If challenging i.e. difficult but attainable i.e. neither too difficult nor too 

easy. 

 

 Flexible 

- If can easily be modified to match changed circumstances or conditions 

i.e. not too rigid. 

 

 Motivating 

- If challenging 
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- If linked to rewards i.e. contribution towards attainment is rewarded. 

 

 

 Consistent with the other objectives 

- If does not conflict with the other objectives. 

 

 In harmony with the vision and mission 

- If does not contradict vision and mission but leads to the realization of 

such vision and mission. 

 

 Not abstract, but are capable of being developed into strategies and 

actions. 

- If capable of being operationalized i.e. translated into operational plans 

and tactics for implementation. 

 

 Relates directly to factors discovered in the SWOT analysis. 

If aims at one or more of the following: 

- Exploit an opportunity in the external environment. 

- Exploit strength of the firm. 

- Deal with a threat in the external environment. 

- Deal with a weakness of the firm. 

 

AREAS FOR STRATEGIC OBJECTIVES 

 

 Strategic objectives usually are set on key aspects of the organization, such as: 

 

 Profitability 

e.g. to increase net profits by 30% by the end of three years from now. 

 Productivity 

e.g. to improve the firm‘s rate of return on total assets by 50% in the next 3 

years. 
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 Competitive position 

e.g. to improve the firm‘s leadership in the industry to at least position three in 

the next 3 years. 

 

 Employee development 

e.g. in the next three years, at least 70% of the employees should be 

professionally qualified in their jobs. 

 

 Employee relations 

e.g. to reduce employee complaints by 60% in the next 3 years. 

 

 Technology 

e.g. in the next 3 years at least 70% of the firm‘s functions should be 

computerized. 

 

To double the number of computers in the next 2 years. 

 

 Public and social responsibility 

e.g. to increase the budget for public and social responsibility by 200% in the 

next 3 years. 

 

 Quality e.g. product/service quality 

E.g. to reduce the percentage of defective products by 50% in the next 3 years. 

 

To increase customer satisfaction by 100% in the next 2 years. 

 

 Customer care or service 

e.g. in the next three years the organization should realize at least 95% 

customer satisfaction. 
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 Growth 

e.g. to increase total assets by 50% in the next 3 years. 

 

To increase market share by 30% in the next 3 years. 

 

 

COMPETETITIVE FORCES AND STRATEGIES  

 

Increasing competition demands more competitiveness from companies and constant and 

accurate information about competitors and the market place.    This requires the 

development of performance evaluation methods.  In accordance to RBV (Resource 

Based View) approach, the main cause of the variety of firm‘s performance in the market 

lies in the specific nature of their resources, since this specificity makes them inimitable, 

un-transferrable and un-substitutable, consequently guaranteeing the obtainment of 

differentiated profits.  The fundamental basis of long-run success of a firm is the 

achievement and maintenance of a sustainable competitive advantage (SCA).   A 

competitive advantage (CA) can result either from implementing a value-creating 

strategy not simultaneously being employed by current or prospective competitors or 

through superior execution of the same strategy as competitors.  A resource-based view 

emphasizes that a firm utilizes its resources and capabilities to create a competitive 

advantage that ultimately results in superior value creation.  In order to develop a 

competitive advantage the firm must have resources and capabilities that are superior to 

those of its competitors.  The sustainable competitive advantage requires the long-time 

preservation of singularity or heterogeneity.  This means that the nature of the assets 

should be analyzed not only through the obtainment factors (ex-ante) but also the factors 

of maintenance of the firm‘s competitive position over time (ex-post).  Attaining and 

maintaining a sustainable competitive advantage is increasingly dependent on knowledge 

assets and as result, organizations need to assess and understand how knowledge 

management (KM) best contributes to organizational performance.  When a firm sustains 

profits that exceed the average for its industry, the firm is said to possess a competitive 

advantage over its rivals.  Porter identified two basic types of competitive advantage: cost 
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advantage and differentiation advantage.  Without this superiority, the competitors simply 

would replicate what the firm was doing and any advantage would quickly disappear.  A 

company must possess some characteristics if it is to have resources and capabilities that 

are superior to those of its competitors. They are the qualities a company needs to possess 

if the cost, differentiation and resource factors that Porter identifies are going to manifest 

and sustain themselves: 

o It has a clearly defined and compelling vision, purpose and value 

proposition that resonates both with its consumer audience and its 

employee base, 

o Its value proposition is supported by a unique product or service that has 

significant (measurably significant) demand in the marketplace,  

o It has a means of creating an experience with a product or service that is 

distinct and exceptional, and therefore enjoys significant (measurably 

significant) demand in the marketplace. 

o The demand for the product or service (or experience) is anticipated, by all 

reasonable measures, to be sustainable for the foreseeable future. 

o It has an infrastructure that will allow it to continue to deliver on its value 

proposition to the marketplace better and/or more cost effectively (both for 

the company and for its customer/client) than its competition. 

o It has the ability to attract, retain and properly focus people of exceptional 

talent to deliver on and sustain the company‘s value proposition.  

 Assets that are imperfectly immobile and inimitable are sources of sustainable 

competitive advantage, as they are related to the company and available for its 

exclusive use over time. 

 In this sense, innovation is an essential factor in the sustention of a competitive 

advantage. 

 The product of an innovation is the creation of new assets combinations, of high 

value, and specifically related to the company. 

 By implementing innovations, companies establish a flow of resources that leads 

to the creation of stocks of specific assets that other companies will be unable to 

rapidly replicate. 
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 To sustain competitive advantage, companies must institutionalize their 

innovation process by creating an environment in which creative thinking is 

central to their values, assumptions, and actions. 

 The goal of innovation is to develop products that generate above-average returns. 

 

 These returns allow companies to re-invest in activities designed to give them a 

competitive advantage in the marketplace.  

 When the innovation cycle is disrupted, companies do not have this incremental 

capital base and, therefore, have to fund innovation-related activities with capital 

initially allocated for other purposes. 

 Companies need to focus innovation-related activities around the three principal 

elements of corporate culture: core values, beliefs, and norms. 

 Strong culture enhances performance in two ways. 

o First, it energizes employees by appealing to their higher ideals and 

values, and by rallying them around a set of meaningful, unified goals.  

o Second, it boosts performance by shaping and coordinating employee 

behaviour. 

 Businesses thrive because they sell as much of their value as they can to as many 

customers as possible.  

 "Thriving" means setting realistic goals and meeting (or exceeding) them. 

 Businesses meet their goals because they have a good business model supported 

by good strategies (or good strategies supported by a good business model), and 

businesses that thrive make them work.  

 The way they make them work is to make sure their value always has the right 

qualities needed for the markets they want. 

 The quest for competitiveness is based on the obtainment of competencies in 

different focal points of action of the company: 

o  Allocative competence (related to the production and price formation 

decisions); 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

-100- 

 

o  Transactional competence (competence in the sphere of purchase and sale 

relations); 

o  Administrative competence (determination of the policies and of the 

organizational structure); 

o  Technical competence (related to the skill of developing and designing 

new products and processes) and  

o Competencies related to the skill of changing existing competencies, 

through the innovative activity and learning 

 The coordination of resources is the key ingredient in the construction of 

competencies and in the definition of the firm‘s performance.  

 A high level of internal coordination provides the company with enhanced 

performance indirectly, because it creates the necessary environment for non-

imitability, non-transferability and non-substitutability of its resources, boosting 

the potential of its competitive advantages. 

 Sustainable performance results when a firm is able to attain and sustain 

competitive advantage. 

 The indicators of sustainable performance are developed using a sustainable 

balanced scored methodology. 

 The sustainable balanced scorecard encompasses indicators on six perspectives: 

 Financial, 

 Customer/market 

 Internal processes 

 Learning and development 

 Social  

 environmental  

Financial 

• Sales growth      

• Return on sales      

• Return on assets      
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• Return on equity     

• Gearing etc   

Customer/market 

• Market share     

• Number of new customers    

• Product return rate    

• Defects    

• Order cycle time etc  

Internal processes 

• Productivity   

• Labour turnover  

• Capacity utilization  

• Average unit production  

• Working capital/sales etc 

Learning and development 

• R&D expenditure/sales  

• New markets entered  

• New products  

• Investment/total assets 

• Training expenditure/sales etc 

Social  

• Employee satisfaction                                          

• Social performance of suppliers                          

• Community relationships   

• Philanthropic investments/revenue or profit        
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• Industry-specific factor e.g. community open days  

Environmental 

• Key material usage/unit  

• Energy usage/unit  

• Water usage/unit 

• Emissions, effluent & waste/unit or as % of total resources used 

• Industry-specific factor e.g., GHG emissions 

To improve competitive performance, there is need for organizations to address to 

sustained competitive performance. 

• These include but not limited to: 

• Inadequate or unavailable resources 

• Poorly communicated strategy 

• Actions required to execute not clearly defined 

• Unclear accountabilities for execution 

• Organizational silos and culture blocking execution 

• Inadequate performance monitoring 

• Inadequate consequences or rewards for failure or success 

• Poor leadership 

• Uncommitted leadership 

• Unapproved strategy 

• Other obstacles (including inadequate skills and capabilities) 

 

Porter‘s model is the most popular and most relevant for open market economies. Porter 

discusses five forces that determine the nature of competition in an industry.  These are: 

threat of new entrants, rivalry among industry competitors, threat of substitute products, 

bargaining power of suppliers, and bargaining power of customers.  The power of each 
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force tends to vary in different industries. Even in the same industry the power varies 

over time. 

 

1. Threat of new entrants 

 

This depends on entry barriers, such as: 

 Economies of scale 

 Proprietary product differences 

 Brand identity 

 Switching costs 

 Capital requirements 

 Access to distribution 

 Government policy 

 

2. Rivalry within the industry 

 

This depends on factors such as:- 

 Industry growth rate 

 Product differences 

 Brand identity 

 Switching costs 

 Exit barriers 

 

3. Threat of substitute products 

 

Substitute here refers to products of other industries that can be used to 

substitute the industry’s products e.g. gas is a substitute for electricity. 

 

Power or threat of substitutes depends on factors such as: 

 

 Relative price performance of substitutes 

 Switching costs 

 Buyer propensity to substitute 

4. Supplier power 

 

This depends on factors such as: 

 

 Differentiation of inputs 

 Switching costs of suppliers and firms in the industry 

 Presence of substitute inputs 

 Supplier concentration 

 Threat of forward integration relative to threat of backward integration by 

firms in the industry. 
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5. Buyer power 

 

This depends on factors such as:- 

 

 Buyer concentration versus firm concentration 

 Buyer volume 

 Buyer switching costs relative to firm switching costs 

 Ability to backward integrate 

 Substitute products 

 Price sensitivity 

 Product differences 

 Brand identity 

 

 

 Summary 

 

Value Creation 

 

 

 

               R        C    R      C 

      Cost Accumulation 

       

R = Revenue C = Cost 

 

 Porter‘s five-force model is most applicable in open-market 

economies where the forces are not constrained in any way. 

 

 The model does not apply in all industries equally because some 

industries may have restrictions. 

In what industry in Kenya is the model least applicable? 

 

 Scholars have modified the model in various ways by adding other 

forces. 

 

DOMINANT ECONOMIC FEATURES 

 

A dominant feature in an industry is an outstanding factor that characterizes the industry.  

Extreme factors rather than moderate factors tend to be outstanding.  For example, 

market size will be a dominant feature if it is too small or too large in the industry.  

Dominant features usually include the following. The dominant features among these will 

depend on the industry. This is a checklist. 

 Market size 

Suppliers Industry Buyers 
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 Market growth rate 

 Scope of competitive rivalry e.g. whether local, national, regional, or global. 

 Number of rivals and their relative sizes. 

 Number of buyers and their relative sizes. 

 Extent of product differentiation. 

 Extent of vertical integration. 

 Extent of horizontal integration. 

 Distribution channels used 

 Resource requirements 

 Ease of entry or exit 

 Learning and experience effects 

 Industry profitability or attractiveness 

 Capacity utilization i.e. levels required to achieve production efficiency 

 

DRIVERS OF CHANGE 

 

 A driver of change in an industry refers to what is causing change in the industry i.e. 

what is making the industry to change. 

 

 It is meaningless to talk of a driver of change in a static industry. 

 

 Drivers of change in an industry usually includes:- 

 Changes in long term industry growth rate 

 Changes in buyers or users of the product 

 Changes in uses of the product 

 Product innovation 

 Market innovation 

 Technological change 

 Globalization 

 Government policy changes 

 

 

 

KEY SUCCESS FACTORS (KSF) 

 

 A success factor in an industry is a factor that enables firms in the industry to 

succeed. 

 

 In an industry, success factors may be many, but key ones or those with strongest 

effect are few. 

 

 Key success factors vary across industries and includes: 

 

 Management 

 Human resources 
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 Equipment or facilities 

 Cost of production and operations 

 Prices or rates 

 Product quality 

 Service quality 

 Customer care 

 Volume of operations or sales 

 Image or reputation 

 Marketing effectiveness 

 Finance 

 Technology 

 Research and Development 

 Location 

 Processes or systems 

 

 Key success factors in an industry may be identified through: 

 

 Experience or knowledge of the industry 

 Expert opinion 

 Research/survey 

 

 Competence on key success Sound strategy incorporates efforts to be competent on 

all key industry success factors and to excel on at least one such factor. 

 

 Factors determine a firm‘s competitive position in the industry. 

 

 Analysis of competitive position may be based on any one of the following: 

 

 Sales volume 

 Profits 

 Firm size 

 Technology 

 Key success factors 

 

 Key success factors is the best gauge of competitive position because it is a composite 

index unlike the others, which are single factor indexes (unidimensional indexes). 

 

 Competitive position analysis can be done as shown using key success factors. 

 

 

Questions  

 

• Will new technologies or market demands enable competitors to minimize the 

impact of traditional economies of scale in the industry? 

 

• Will consumers accept our claims of product or service differentiation? 
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• Will potential new entrants be able to match the capital requirements that 

currently exist? 

 

• How permanent are the cost disadvantages (independent of size) in our industry? 

 

 

COST LEADERSHIP  

 

This is one of the generic strategies by Michael porter. This is organizations doing 

everything to achieve a CA through producing products or services at a lower unit cost 

(lowering cost structure) - charge a lower price.  Increase efficiency and lower costs – the 

manufacturing and materials management functions are the center of attention.  A low-

level of product differentiation, it means that you do not want to be the industry leader in 

differentiation.  Target the average customer Scale and Focus, not Product Variety.  

Ignores the different market segments and focuses on mass market. 

Generally, cost leadership is about being the lowest cost producer in the industry. For an 

organization to gain competitive advantage, it must achieve overall cost leadership in an 

industry it is competing in. For companies competing in a ―price-sensitive‖ market, cost 

leadership is the strategic imperative of the entire organization. It is vitally important for 

these companies to have a thorough comprehension of their costs and cost drivers in 

order to pursue a cost leadership strategy. They also need to fully understand their 

targeted customer group‘s definition of quality, usually denoted in terms of design 

specifications, contractual requirements, delivery and services at the lowest possible cost. 

Of particular importance will be for the company to attain a cost level that is low relative 

to its competitors. 

Advantages 

 - charge a lower price yet make the same level of profit. 

 - win in the price war. 

 - low-cost as an entry barrier. 

 - protected from rivals. 
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 - less affected by powerful buyers and suppliers. 

 - room to reduce its price to compete with substitute products.  

Disadvantages 

 - technological advancement makes the low cost advantage outdated.  

 - imitation ability of competitors.  

 - lose sight of changes in customers‘ tastes  

 

Cost leadership = aggressively seeks efficient facilities, pursues cost reductions, and uses 

tight cost controls to produce products more efficiently than competitors.  Cost leadership 

does not only benefit the individual institution but also helps grow the economy because 

economic activities are multiplied.   

 

For example a few sectors in Kenya Economy towards achieving Vision 2030 as shown 

below:-  
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Questions  

1. Discuss the problems involved in strategy review and control? 

 

2. Discuss the various challenges and opportunities of strategic management in the 

changing scenario. 
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5.0 CHAPTER FIVE  

 

Learning objectives 

By the end of this chapter the learner should be able to:- 

 Explain what is a product or service  

 Identify the stages of a product life cycle  

 Define diversification and clearly explain types of diversification  

 Define innovation and using local examples states the relevance of innovation 

and research in today’s world.  

 Define product/service reengineering and its importance  

 

5.1  PLC, DIVERSIFICATIONS, INNOVATIONS, PRODUCT RE-
ENGINEERING  

For the purpose of this chapter, PLC will be taken to mean product life cycle, and 

product and service will be used interchangeably.  Many will be familiar with this 

timeless model which not only describes the stages in the sales pattern of a product or 

product category, but also offers some strategic directions for each stage. 

This model is concerned with the sales pattern & strategic directions for each stage of a 

product‘s life cycle. It is important to differentiate between a product's life cycle (home 

loans), a product category's life cycle (variable, fixed, no-frill) and a brand's life 

cycle (Westpac, St. George‘s, BankWest, ANZ). With matured markets, the life cycle 

model, for strategic planning, is appropriate at the product category level where one 

normally finds different categories/variants at different stages of the cycle. 

APPLICATION OF THE MODEL 

The model can be used for analysis as well as for strategy formulation. We shall 

examine the former first. The PLC concept attempts to provide managers with an 

understanding of the characteristics of each stage of the life cycle and, therefore, can 

be used to predict future sales and profit patterns. 

Underlying the PLC concept is the theory of diffusion of innovation, which identifies 

categories of buyers (adopters) of the innovation. By understanding these buyers, 
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marketers can plan for the appropriate target market strategies. The early buyers of a new 

product are called innovators. The numbers are very small because the new product 

has to prove itself. If the product is satisfactory, it will attract the next category of buyers, 

early adopters. Later, mainstream buyers, early and late majority, will start adopting the 

product. Over time, the market becomes saturated and sales come mainly from product 

replacements. Eventually, sales decline as new products appear and the original product 

becomes obsolete. This phenomenon gives rise to the distinct S-shaped pattern of a 

typical product life cycle. 

The PLC concept provides a framework for developing marketing strategies in each 

stage of the product life cycle. Bear in mind that these strategies are appropriate for 

market leaders whose behaviour parallel the industry. Lesser competitors may need 

different strategies to compete. 

In some ways, the PLC model can be used as a forecasting or predictive tool. It can 

enable marketers to forecast the market characteristics of subsequent stages as well as 

predict the strategies of the leading competitors. This, of course, assumes that the life 

cycle exhibits the traditional pattern. Later, we will realise that many life cycle patterns 

are more than traditional, and the stages are of varying duration. 

In the following section, we shall examine the use of the PLC model both as an analytical 

tool and as a planning tool. These will be divided into characteristics, objectives, and 

strategies for each stage of the PLC. 

STAGE Characteristics 

When the new product is first commercialised, it enters the introduction stage of the 

life cycle. This stage is characterised by a slow sales growth and profits are usually 

negative because of the high costs of marketing associated with the introduction. Many 

buyers are unaware of the product and sales are limited to a category of buyers known as 

innovators. These buyers tend to be more affluent, venturesome and from upper 
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social classes. Mobile phone innovators include company chief executives, sales 

representative, and tradespersons. These adopt the product for business use while others 

may buy it as a status symbol. Regardless, these buyers will be influential. There usually 

is no or little competition at this stage. 

Primary Objectives 

The main objective here for the pioneer is market expansion by stimulating primary  

demand, i.e., demand for the product category. For example, Apple has taken upon 

itself to market its innovative personal MP3 player. Sony did likewise with its personal 

stereo, the Walkman, in the late 1970s. The marketing objective at this stage is, 

therefore, to create product awareness and encourage trial. 

Strategic Emphases 

With innovators as the target market, the pioneering company would emphasise customer 

education/trial through advertising and sales promotion; and ―push‖ for trade acceptance 

(distribution support). The product design and function are usually very basic because 

of the new technology involved. Price is often cost-based and tends to be very high 

reflecting the ―newness‖ of the innovation and its associated R&D and marketing costs. 

Potential competitors, meanwhile, monitor the market closely for signs of 

customer acceptance. 

GROWTH 

Characteristics 

This stage is characterised by rapidly rising sales as the product receives wide acceptance 

amongst the early adopters. The innovators, as opinion leaders, serve to ―legitimise‖ the 

innovation through product use and social interactions. 

The arrival of major competitors and their combined marketing strategies fuel sales 

growth and industry profit rises. These events necessitate different marketing objectives. 
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Primary Objectives 

Facing competition, perhaps for the first time, the pioneering company and other 

leaders will need to maximize their market shares by emphasizing selective demand, i.e., 

demand for a particular brand. Here, the brand‘s product features and performance are 

stressed by extensive promotion to both the trade and customers. 

Stability of market shares of mainstream brands is a characteristic of the next stage, 

maturity. Therefore, the size of the market share gained in the growth stage will tend to 

persist in the maturity stage, the longest and most competitive stage of the life cycle. 

A brand with a small share at the end of the growth stage will find it hard to survive 

in the next phase. 

Strategic Emphases 

The competing brands are priced to penetrate the now mainstream market, both to secure 

intensive distribution and build customer preference. The target market is broader in 

demographic terms and the product range, therefore, has to be expanded to cater to the 

diverse needs of the market. 

The companies that enter at this stage of the PLC are often large and formidable 

competitors with similar access to the core/basic technology. Technological 

advancement is pursued vigorously for product superiority. This leads to 

improvements to a product‘s form and function, i.e., the physical attributes of a 

product that can be evaluated objectively. Examples include frost-free refrigerators, 

digital mobile phones, ABS brakes and stereo video cassette recorders. 

MATURITY 

STAGE 

Characteristics 
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This is, perhaps, the most important turning point of a market. Its potential indefinite 

duration, together with its dynamism, makes this stage the most difficult to predict or 

plan for. Consider the digital camera market. In the early days, they were targeted as 

a computer multi-media accessory and as a status symbol. Today, they are marketed as a 

replacement of the conventional film-camera for anyone and everyone. Is the market 

now still growing or reaching maturity? Technically, a product matures when the market 

has been saturated and further sales are mainly from replacements. In other words, 

most potential customers already have one. Who are these potential customers? 

Some indicators of maturity may be helpful to analyze the market: 

Sales growth and market saturation — maturity is evident when sales growth 

declines because the number of potential first-time buyers is decreasing. The 

market is said to be saturated, or fully penetrated, and sales level is maintained 

mainly because of replacement purchases. 

Lower prices and profitability — oversupply and intense competition force prices 

to fall resulting in lower industry profitability. 

Technological maturity and product parity — the core technology used has matured 

and this leads to mainstream brands all having similar product form and 

functions. There are very little physical differences among the competing 

products‘ key features. Products are usually differentiated on brand name, image 

and perceived quality, i.e., subjective dimensions. 

Buyer knowledge — over time, buyers gain experience in the use and evaluation 

of the product. They may eventually accept the reality of product parity and will 

buy on price or convenience (economic-driven buyers) or simply on brand name 

(status-driven). 
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Primary Objectives 

The main objective for most competitors is market share protection. Because the 

industry does not recognize the notion of a given market share starting point for each 

competitor, any marketing strategies can be construed as either offensive or defensive. In 

a sense, market share protection is a misnomer. 

An aggressive competitor can claim that it is merely rebuilding lost market share (on the 

defence) where, in fact, it could had lost share previously by letting its guard down. 

Also, pro-competitive legislation may prevent businesses from having too high a 

market share especially through corporate takeovers. These quasi-monopolists or 

functional monopolists will always be under the scrutiny of the Trade Practices 

Commission because of their ability to control the market. 

Strategic Emphases 

For the reasons mentioned above, it would be difficult to generalize marketing strategies 

especially for the early maturity stage. The marketing mix strategies adopted in the growth 

stage tend to persist in the early maturity stage but with greater intensity. 

However, product strategies would usually involve multi-branding and an increased 

number of product variants/models to appeal to an even broader market. The intention is to 

revitalize or prolong the maturity stage through product quality improvements, functional 

improvements, or style/design improvements. Recall that this stage can last indefinitely. 

Strategies in the late maturity/decline stages will be presented in the next section. 
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DECLINE STAGE 

Characteristics 

This stage is characterized by declining sales and profits. However, the contributing 

factors need to be identified and analyzed so that the business can decide on the best 

course of action. 

It is important to note that we are not concerned here with the decline stage of a brand‘s 

life cycle. A brand may decline due to poor marketing, etc. Rather, we are concerned 

with the fate of the product category‘s decline such as those evident in the case of dial-

up internet connections, floppy disks, CD players, CRT TV sets, etc. 

These products and others have declined because of obsolescence. There are even 

products or models with planned obsolescence, being replaced with new models. Products 

become obsolete because of substitutes and forward-planning companies are usually 

prepared for with these product substitutes. 

Buyers of these products are known as laggards. They tend to be older, more 

conservative and from lower socio-economic backgrounds. Their numbers are usually very 

small. Competition is less intense as some players are quick to exit the market (industry 

shake-out). 

Primary Objective 

Since many businesses may have a sizeable infrastructure investment in the product, e.g., 

plant and machinery, a quick exit may not be the best solution. The more usual move is to 

reduce expenditure and milk (harvest) the product. Therefore, the primary objective is to 

maximize cash or profit generation as quickly as possible. 

Another option is to maintain in, and dominate, the market when others are exiting—―a 

big fish in a small pond‖. There are also situations where a business can attempt to 

revitalize the market to create growth. 
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Strategic Emphases 

Some options are available at this stage. 

Exiting the market involves either selling the business (divestment) or liquidating existing 

assets such as plant and equipment. Sometimes there could be ready overseas buyers for 

outdated equipment especially for third world or developing countries. This should be 

seen as a last resort especially when milking or harvesting is not feasible. 

Harvesting attempts to milk the business of all available profits or cash. This is usually 

possible when there is still a loyal, but small, group of buyers (laggards) to maintain 

sufficient sales to generate profits. All marketing and overhead expenses are kept at a 

bare minimum in order to manage profitability and cash flow. The marketing of 

typewriters is a classic example. 

If exit barriers exist, the business may be motivated to continue business-as-usual. This 

suggests allowing enough investment to maintain the business and sending a message to 

the competitors of its determination. An industry shake-out, typical at this stage, will 

allow the surviving businesses to reap additional market share and profits from the 

industry. Of course, depending on the nature of the decline stage, this strategy may not be 

durable. 

Finally, a more positive strategy would be to revitalize the market. This can be achieved by 

creating new uses for the product (Teflon in paints), targeting new markets (baby shampoo 

for adults) and product modifications/variants (breakfast cereal redeveloped and 

repackaged as snack bars). 

 

CRITIQUE OF THE MODEL 
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The model is not without its critics. The major criticisms of the concept can be 

summarized as follows: 

External versus internal impact on the life cycle 

The model assumes that the pattern of a product or brand‘s life cycle is influenced by the 

chosen strategies (internal) of the business. There is enough empirical evidence to 

suggest that many companies fail miserably in meeting forecast sales. We can only 

conclude that environmental forces (external) can play an important role in shaping 

the sales pattern of the product or brand. 

Consider this. An unexpected turn in the environment may, in the short term, cause the 

sales of a product to decline. Adhering to the PLC concept a manager may misread it as 

the decline stage of the product‘s life cycle and act accordingly. Marketing support gets 

withdrawn and this will surely kill off the product. This creates a self-fulfilling prophecy 

that the brand is at the end of its life. 

It is, therefore, not clear how much influence a firm‘s strategy has on the life cycle. 

One way of resolving this argument is to consider whether pattern follows strategy or 

strategy follows pattern. The former assumes that the chosen strategy is the primary 

influence on the life cycle pattern. This is typical of proactive companies, which attempt 

to prolong both the growth and maturity stages through some of the aggressive marketing 

strategies discussed earlier. 

Lesser competitors tend to be more reactive by accepting the pattern as given. They have 

lesser control over environmental and competitive forces. They respond by adopting 

strategies appropriate for each stage. In this case, strategy follows pattern. 

Other PLC patterns 

Not all products or brands exhibit the traditional S-shaped pattern. 
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Styles are common in clothing, home design and passenger cars. A style such as blue 

jeans may last for decades, going in and out of vogue. 

Fads come as quickly as they decline. They have a steep introduction stage followed by a 

rapid decline and are found in toys and paraphernalia associated with hit movies. 

Scalloped or staircase life cycles exhibit a series of upward growth-maturity stages. This 

occurs when new applications of the product are found, as in nylon, Teflon, and 

ScotchGuard. 

Varying duration 

So far it is not surprising to learn that life cycles do not have a fixed pattern and that the 

duration of each stage varies. Also, it is not always evident when the turning point 

(from one stage to the next) occurs. Only a sales history can provide the evidence. By 

then, it may be too late for strategy development. 

Within a product category life cycle, the product form and brand life cycles can exhibit 

contrasting patterns. Brands tend to have the shortest life cycle with the exception of 

―classics‖ such as Levi‘s, Colgate, Coca-cola, Hill‘s hoist, Speedo, etc. Product forms are 

prone to style patterns. Moreover, there may be no clear delineation among product 

forms, which could result in a strategic planning nightmare. For example, should pre-

brush mouth rinses be separate from traditional mouthwashes for analysis and strategy 

formulation? Should product forms of passenger cars be based on price range, engine 

capacity (1.5 litres), body style (sedans), or body types (sports)? 

Despite these limitations, the PLC model remains one of the most widely used (and 

misused or abused) strategic tools. The concept is simple and many of its limitations 

can be minimised or totally avoided through proper market definition, understanding of 

key environmental forces, and careful dealing of exceptions. After all, there is no known 

model that can predict the dynamic and erratic marketing environment. 
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Stages in the product life cycle 

 

 

 

 

 

 

 

 

 

 

Introduction Growth Maturity   Decline 

Profit 

Curve 

 

     

 

 

NOTE: 

Not all products will go through the four stages in the life cycle. 

 

DIVERSIFICATION 

A diversification strategy involves venturing into a new business to exploit growth 

opportunities in that area but is a high risk move because of the unfamiliarity with the new 

business. It makes sense when attractive opportunities are found outside the present 

businesses. There are two types of diversification, related and unrelated. 

 

Related Diversification 

Here, the new business has some commonalities with the company‘s existing businesses. 

These typically involve skills and assets (resources) that can be shared for synergy or 

economies of scale. Related diversification is appropriate when any of the following 

dimensions is present: 
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R&D/technology — Canon‘s photographic and electronic technologies have successfully 

allowed the company to diversify into photocopiers, video cameras, and printers. Saab-

Scania boasts of its association with passenger cars, trucks, and jet fighters. 

Even a conglomerate like Pacific-Dunlop has many related businesses. Its tyre, rubber 

glove, mattress, and, industrial foam and hose businesses are all rubber/latex-based. 

Brand image/association — a strong brand name can help launch a new product 

especially one that will directly benefit from the brand association. 

Matsushita‘s Panasonic brand now dons its host of consumer electrical and electronic 

goods. However, its Technics‘ brand is reserved for its upmarket sound systems. Levi‘s 

was successful when it marketed a range of casual wear but failed in the sportswear 

business. 

Some brands are so well positioned in a given product category that extending them to 

other areas can be a disaster. Windex (window cleaners) lost out when the brand was 

extended to other household cleaners. Xerox failed when it ventured into computers and 

so did IBM when it attempted to diversify into photocopiers. 

Marketing skills — the marketing functional areas most responsive to synergy are 

distribution and promotion. Many good products failed due to the lack of adequate 

distribution and are targets of takeovers. For example, a major pharmaceutical company 

may diversify by taking over a failing toiletry company and relaunching the latter‘s 

brands through its existing distribution channels. 

Traditional soft drink producers such as Coca-Cola & Pepsi have diversified into 

packaged snack foods, mineral water and packaged fruit juices to take advantage of their 

distribution and mass marketing strengths. 
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Unrelated Diversification 

Unrelated diversification is the seeking of new businesses that have little or no 

relationship with the company‘s core business. By definition, unrelated diversification 

has few opportunities to share or exchange skills and assets across businesses. It can be 

argued that the motivations for such a strategy are primarily financial. 

 

These conglomerates usually have a ―parent‖ known aptly as a holding company. Because 

some of these conglomerates are so diversified, the holding company or board of directors 

are so removed from the daily operations of each business. These businesses operate 

independently and are quick to be sold or new ones acquired depending on some financial 

criteria. 

Common financial criteria include cash flow, ROI, risk spreading, and tax benefits. The 

text even suggested the enhancement of CEO‘s personal power. Many Japanese 

conglomerates have ventured into real estate, hotels, golf clubs, casinos, private colleges, 

 

INNOVATION  

Innovation is defined as revolutionalizing service delivery in terms of translating new 

ideas into practice, offering new customer prepositions, and implementing effective 

organizational change.  This change adds value and is driven by one or more of the 

following;-  transformed inputs, process/technology, habits/behavior or mindsets, 

experimentation, feedback and responsiveness.  

For example, innovation in the public service context has a wide scope which 

encompasses but is not limited to the following areas:-  

 Innovation in the service delivery chain including systems, processes, operations, 

concepts, designs and technologies 

 Innovation in the final product/service which is required by the customer  

 Innovation in partnerships, participation and promoting social inclusion 

 Innovation in governance and advancement in democracy  

 Innovation in knowledge/information management and feedback systems  

 Innovation in development of policy, strategy and leadership  
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 Innovation in value and legal systems, and corporate culture  

 Innovation in career actualization and staff welfare  

 Innovation in science and its application  

 Innovation in organizational arrangements  

 

Kenya Vision 2030 recognizes that innovation is crucial in making service delivery to the 

customer more efficient and effective.   

Evaluation of innovations  

1.  Enhancement of customer satisfaction  

a)  Ability to save time  

b) Reduction in cost  

c) Handling of feedback  

d) Access to service/information  

e) Safety and convenience  

f) Esteem  

2. Enhancement of product or service features  

a) Originality  

b) Integration (muiltipurpose utility or application) 

c) Quality  

d) Modification  

 

3. Service delivery processes and systems  

a)  Automation 

b) Partnership arrangements  

c) Efficiency  

d) Service provider safety  

e) Reduction of fatigue  

f) Utilization of skills  

g) Workplace environment  and safety  

4. Community impact  
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a)  Effect on vulnerable groups  

b) Promotion of equity  

c) Social inclusion  

d) Social integration  

5. Sustainability/Replication  

a)  On the basis of local resources  

b) Evidence of having  been instituoalized  

c) Simplicity in application and universal appeal.  

Note.  

Patenting: Individuals, groups or institutions which come up with inventions/innovations 

have a responsibility to make them legitimate by acquiring patents or copyrights.  

 

Innovation is not possible without knowledge.  So in this session we will also cover 

knowledge management.  What is Knowledge? It is important to understand the concept 

of what is knowledge when looking at Knowledge Based Economies and Knowledge 

System. Knowledge can be defined as information and skills acquired through experience 

or education or it is a process of knowing, taking available information and translating it 

into action. 

Knowledge is a valuable resource that holds the potential for sound governance, socio-

economic development and service delivery.Knowledge system is used to understand the 

process of knowledge and is often equated with ‗culture ‗ or ‗ world view‘, terms that 

refer collectively to a society, its way of life and its underpinning values and beliefs.  

People‘s culture is not consciously learned but rather absorbed from birth throughout life. 

It forms the foundation of all societies by reinforcing a given society‘s way of life, 

thereby giving legitimacy. Different systems of knowledge exist to allow us to 

understand, perceive define and experience reality.  

Knowledge is an acquaintance with facts, truth or principles as from study or 

investigation critical for decision making. We view Knowledge in three forms, namely, 

tacit knowledge, explicit knowledge and Indigenous knowledge (IK).  

 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

-125- 

 

Tacit Knowledge is Personal knowledge existing within people that enables them to 

know how to do things based on their experiences. This is what informs their judgment, 

insights, experience, know-how as well as personal beliefs and values.  

 

Explicit knowledge is documented information that can be shared with someone based on 

training materials read and interaction with others during training. A trainer may know 

the exact sequencing and/or steps in conducting and delivering his or her training. 

 

Indigenous knowledge in the other hand is traditional knowledge which requires 

increased focus. This has been identified through research work and documentation by 

coding or recoding. These are subsequently transformed into explicit knowledge through 

written materials and studies on the same in Africa. Indigenous knowledge thus includes 

African traditional knowledge systems and western knowledge systems.  

Definition of Knowledge-Based Economy: 

Knowledge and technology have become increasingly complex, raising the importance of 

links between firms and other organisations as a way to acquire specialised knowledge. A 

parallel economic development has been the growth of innovation in services in advanced 

economies.  

Knowledge based economy is an expression coined to describe trends in advanced 

economies towards greater dependence on knowledge, information and high skill levels, 

and the increasing need for ready access to all of these by the business and public sectors. 

The recognition of knowledge as a critical element of economic growth is not new. Over 

the past two decades, knowledge has become the engine of the social, economic and 

cultural development in today‘s world, radically transforming all other dimensions of 

development and the ways in which societies operate.  

The issue has long been acknowledged as a factor behind the economic success of the 

developed world according to the Organisation for Economic Co-operation and 

Development (OECD, 1996). The OECD‘s definition of a knowledge economy (KE) 
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focuses on sectors that apply the intensive use of technology and include services, which 

are also heavily knowledge-based.  

Pillars of Knowledge Based Economy 

There are four elements that allow effective exploitation of knowledge which are; 

 An economic and institutional regime that provides incentives for the efficient use 

of the existing knowledge, the creation of new knowledge, and the flourishing of 

entrepreneurship;  

 An educated and skilled population that can create, share and use knowledge well;  

 A dynamic information and communication infrastructure that can facilitate 

processing, communication, dissemination; and finally  

 An effective innovation system (i.e. a network of research centres, universities, 

think tanks, private enterprises and community groups) that  can tap into the 

growing stock of global knowledge, assimilate and adapt it to local needs, while 

creating new knowledge and technologies as appropriate. 

 

 

GLOBAL / AFRICA’S PERSPECTIVE OF KNOWLEDGE ECONOMY 

The global economy is currently undergoing a major shift to a knowledge-based 

economy. The broad consensus, evidenced by extensive World Bank data, is that this 

shift presents a major opportunity for developing nations.  

In a knowledge-based economy, the principle means of exchange and creation of value is 

through knowledge. Key enablers of the knowledge value chain include the development 

of collaborative communities with aligned or complementary objectives and the 

facilitation of knowledge access designed to catalyse innovation, application and 

implementation. 

Through embracing a knowledge-based economy, Africa can make disproportionate 

progress by building on its own natural strengths to overcome perceived challenges and 

disadvantages. By developing a knowledge-based economy infrastructure across the 
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entire continent, Africa can overcome tendencies towards knowledge silos and socially 

exclusive knowledge infrastructures.  

Various scholars have questioned why Africa should be part of the global knowledge 

economy; why and how can Africa mobilise its indigenous knowledge, innovation 

systems and natural resources in the promotion of sustainable development and 

community livelihoods. 

The experience in other developing countries such as South Korea, Singapore, etc. has 

demonstrated that knowledge is the foundation of sustainable development. 

 

A global knowledge revolution is taking place, leading to a post-industrial society. The 

mega-trends in this knowledge revolution and globalisation include: an explosion of 

telecommunications; intensified global competition; scientific advances in areas such as 

bio-technology; increased exchanges of technology (international licensing flows); and 

knowledge investments which exceed capital goods investments. It is argued that Africa 

missed the opportunity of going through an industrial era. Therefore, Africa now needs to 

take advantage of its Indigenous Knowledge and innovation systems, including resources, 

to participate effectively in the knowledge revolution characterised by a shift from a 

resource-based to a knowledge-based economy.  

Africa‘s sustained economic growth will increasingly depend on the continent‘s 

economic capacity for innovation, as well as its ability to produce a wider array of goods 

and services, to accelerate the pace of technological change and to integrate with the 

global economy. Enhancing this capacity will require investment in human resources 

development and a strengthening of the innovation environment and Africa‘s information 

and communication technology (ICT) infrastructure.  

If Africa is to benefit from the ICT revolution, more work is needed to review and 

modernise telecommunication policies and regulations to generate fair competition and 

reduce high communication and operational costs. It is this consideration that highlights 

the importance of the quality of education Africa should offer, particularly tertiary 

education, as it is a crucial element of the capacity to innovate.  
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Alders (2003) emphasises that innovation is the path to economic diversification and 

moving up the value chain. The following section looks at the role of Indigenous 

Knowledge (IK) and innovation systems in promoting a sustainable knowledge economy.  

INDIGENOUS KNOWLEDGE AND SUSTAINABLE DEVELOPMENT 

The term Indigenous Knowledge (IK) and innovation systems refers to a distinctive body 

of knowledge and skills, including practices and technologies, that have been developed 

over many generations outside the formal educational system and which enable 

communities to survive.  

Indigenous knowledge (IK) and innovations are a significant resource, which could 

contribute to the increased efficiency, effectiveness and sustainability of the development 

process in Africa. It is a key element of rural communities‘ social capital and constitutes 

their main asset in their efforts to gain control of their own lives (Mascarenhas, 2004).  

Full recognition and utilisation of IK may reduce the risk of creating dependency, which 

is often the result of developmental projects. Therefore, mobilisation of IK and 

innovations will assist Africa to attain the following goals: 

Kayumba (1999) argues that African governments and their international aid efforts to 

achieve sustainable development since political independence in the 1950s and 1960s 

have failed. This is attributed to a number of factors related to the marginalisation and/or 

distortion by imported western technologies of Indigenous Knowledge Systems and 

innovations.  

Most development models have tended to rely on western development paradigms and 

structures. Hence, there was a mismatch between what local people know (IK) and 

western development models. Western values and technological interests are perpetuated 

by the existing education systems in Africa and their western-style curricula. There was 

also a lack of understanding and appreciation by African governments and development 

agencies of the pertinent local issues and no development of a common approach by 

stakeholders, i.e. a participatory model, which takes into consideration local 

communities‘ interests and knowledge systems. Another factor is that some African elites 
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suffer from colonised minds and do not appreciate the role of Indigenous Knowledge and 

innovations in sustainable development and community livelihoods.  

It is important to note that there is increasing realisation among researchers, academics, 

policy-makers and development agencies within and outside Africa that development 

efforts which ignore local circumstances tend to waste an enormous amount of time and 

resources. Compared to modern technologies and approaches to sustainable community 

livelihood, Indigenous Knowledge and innovations have been tried and tested by the 

local people themselves.  

 

They are effective, inexpensive, locally available, culturally appropriate, and based on 

preserving and building on the patterns and processes of nature. It is in recognition of this 

important role of IK and innovation systems in sustainable development, especially in 

R&D, that IKS were identified as one of the flagship programme areas of the NEPAD 

Science and Technology. 

 

Indigenous Knowledge (IK) and innovation systems are important because they are 

cumulative and represent generations of experiences, careful observations, and trial and 

error experimentation. They are also dynamic because new knowledge is continuously 

being added through local innovations as people struggle to survive in their specific 

environments. In this process of innovation they use and adapt external knowledge to suit 

the local situations. Experience shows that African local communities have over centuries 

used these knowledge systems as the basis for decisions pertaining to food security, 

human and animal health, education, natural resources management, conflict 

transformation and other vital activities. IK and innovations are a key element of the 

social capital of the poor and constitute the main asset in their efforts to gain control of 

their own lives.  

 

INTERFACE BETWEEN IK AND INNOVATIONS WITH MODERN SCIENCE 

&TECHNOLOGY FOR SUSTAINABLE COMMUNITY LIVELIHOODS 
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African indigenous knowledge systems are increasingly becoming an integral part of the 

global body of knowledge. Indigenous knowledge systems can be compared and 

contrasted with the global knowledge system (Warren, 1993) and in so doing uncover 

mechanisms for evaluating the strengths and weakness of each system. 

This interactive flow has already resulted in mutually-beneficial exchanges of knowledge 

that have enhanced the capacity of the formal research system to solve priority problems 

identified within local communities. Both multilateral and bilateral donor agencies are 

now recognising the role of indigenous knowledge in sustainable development including 

the promotion of public health care.   

Most local African communities are realising that Indigenous Knowledge and 

innovations continue to provide the building blocks for development and public health in 

most African countries, while seeking co-operation with modern knowledge for the 

mutual benefit of the two systems. A number of communities have demonstrated efforts 

made in various parts of the continent to interface African indigenous knowledge with 

modern knowledge systems for sustainable community livelihoods. 

The Tanga AIDS Group (TAWG) in Tanzania has demonstrated a partnership between 

traditional healers and bio-medical practitioners to combat HIV/AIDS, and the training of 

traditional healers in diagnosing HIV/AIDS from a western perspective at the Nelson 

Mandela Medical University of Zululand. In Northern Malawi, local farmers practice 

ethno-veterinary work in collaboration with research and academic institutions such as 

the Bunda College of Agriculture (University of Malawi) and the National Herbarium in 

Zomba for botanical identification of the indigenous medicinal materials.  

They collaborate on trials that use western scientific methods to verify the claims of the 

farmers. The collaboration aims to promote the conservation of medicinal plants and the 

complementary use of indigenous and conventional veterinary medicine for sustainable 

livestock production.  

KNOWLEDGE BASED ECONOMY AND KENYA’S ECONOMIC 

DEVELOPMENT AGENDA  

Kenya intends to become a knowledge-led economy wherein, the creation, adaptation and 

use of knowledge will be among the most critical factors for rapid economic growth. The 
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Kenya Vision 2030 recognises the role of science, technology and innovation (STI) in a 

modern economy, in which new knowledge plays a central role in wealth creation, social 

welfare and international competitiveness.  

The Kenya Vision 2030 recognises that STI will be critical to the socio-economic 

transformation of the country. Kenya harnesses science, technology and innovation in all 

aspect of its social and economic development in order to foster national prosperity and 

global competitiveness. Science, technology and innovation will be mainstreamed in all 

the sectors of the economy through carefully-targeted investments.  

The introduction and use of internet in many rural areas in Kenya has impacted positively 

on individual lives in the rural villages making them the catalytic and developmental 

potential nerve of the entire economy. The internet has changed people‘s lives by 

empowering them to live more sustainable.  

Another major innovation that is  widely  viewed  as  a  success  story  to  be  emulated 

 across the  developing  world is M- Pesa services, an  SMS based  money  transfer 

 system  that allows  individuals  to  deposit,  send,  and  withdraw  funds  using  their 

 cell  phone.   M-PESA  has  grown  rapidly,  currently  reaching  approximately  38 

 percent  of  Kenya‘s  adult  population.   

The  service  allows  users  to  deposit  money  into  an  account  stored  on  their  cell 

 phones,  to  send  balances  using  SMS  technology  to  other  users  (including  sellers 

 of  goods  and  services),  and  to  redeem  deposits  for  regular  money.   Charges, 

 deducted  from  users‘  accounts,  are  levied  when  e-float  is  sent,  and  when  cash  is 

 withdrawn.   

The ongoing projects in the development of ICT in Kenya shows that people and 

communities in rural and urban areas benefit from ICT both socially and economically 

and thereby being able to use the internet for the same purposes as people in western 

countries, such as communicating with others, searching for information and buying 

goods and services. 

It has also been noted that Indigenous Knowledge and innovation provides the potential 

for local communities to go beyond poverty alleviation and generate wealth utilising their 

local knowledge, innovations and resources. A Case Study in Kenya by Mr. Ngumbi 
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Kimeu of Kitui District, entitled: ‗Rethinking Indigenous Knowledge in Beekeeping for 

Sustainable Livelihood demonstrated how local communities in the district use their 

knowledge and innovations developed over the years to promote beekeeping activities for 

sustainable income generation. 

 

As envisaged in the Kenya Vision 2030, Strategies for promoting science, technology and 

innovation and hence the management of knowledge are; 

 Strengthening technical capabilities:  Kenya will strengthen her overall STI capacity.  This 

will focus on creation of better production processes, with strong emphasis on 

technological learning. The capacities of STI institutions will be enhanced through 

advanced training of personnel, improved infrastructure, equipment, and through 

strengthening linkages with actors in the productive sectors. This will increase the capacity 

of local firms to identify and assimilate existing knowledge in order to increase 

competitiveness. 

 High skilled human resources: Measures will be taken to improve the national pool of skills 

and talent through training that is relevant to the needs of the economy.  

 Intensification of innovation in priority sectors: To intensify innovation, there will be 

increased funding for basic and applied research at higher institutions of learning and for 

research and development in collaboration with industries. Measures will be taken to 

identify and protect heritage. In order to encourage innovation and scientific endeavours, a 

system of national recognition will be established to honour innovators.  

 

In order therefore to attain Knowledge-based economies, the following should be done; 

 Provide community development services – a knowledge-sharing hub supporting a 

collaborative, network of knowledge networks. This can only be stimulated to develop 

organically – by supporting knowledge networks to address particular shared interests and 

goals such as, for example, government service delivery, governance, management of 

HIV/Aids, promotion of women‘s rights. The goal is to connect forward-thinking 

leadership and change agents throughout the African continent and its Diaspora, creating a 
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strong and effective continental and global support network;   

 Facilitate monitoring and evaluation, benchmarking and learning for different aspects of 

development and service delivery. service-delivery challenges stored and continuously 

improved through a shared library; 

 Develop a shared knowledge repository, linked to benchmarking measures of related 

challenges and solutions, where solutions include action-learning resources, services and 

providers, and infrastructure approaches.  

Knowledge is an acquaintance with facts, truth or principles as from study or investigation critical 

for decision making. Knowledge is informed by understanding that germinates from combination 

of data, information, experience, and individual interpretation is referred to as Knowledge . Within 

the context of organisation, knowledge is the sum of what is known and resides in the intelligence 

and competence of the people. 

 

Personal knowledge existing within people that enables them to know how to do things based on 

their experiences and which informs their judgment, insights, experience, know-how as well as 

personal beliefs and values is called tacit knowledge.  

This knowledge is exhibited at individual level. For instance, one may have training materials but 

may not have the experience to deliver training that would lead to transfer of knowledge or skills. 

He or she therefore lacks the tacit knowledge which is the know-how based on previous 

experience. On the other hand, information that has been documented and can be shared with 

someone is referred to explicit knowledge. Based on the training materials read and interaction with 

others a trainer may know the exact sequencing of steps conduct and deliver his or her training. 

 Though viewed as tacit knowledge, intensified activities involving research and documentation 

through coding or recoding will subsequently transforms IK into explicit knowledge. Pract itioners 

observe that, much is yet to be captured and time is running 

out.
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In a local example we shall deal with vision 2030 transformation as shown above.  

 

Vision 2030 imperatives - Research  

 Contextualized and applied research 

 Multi-disciplinary – academia/industry/government  

 Demand-led research – what are the requirements of Vision 2030? Infrastructure, 

economic zones, energy, ICT, construction, etc 

 Funding for R & D – targeted and prioritized 

 Science and technology curricula  

 

Vision 2030 imperatives - Innovation  

 New products, technology, processes, markets, ventures, and organizational 

models – or adoption/modifications  
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 Innovative capacity a function of university/industry collaborations and R&D 

spending 

 Productivity and competitiveness – dependent on innovation and human capital 

 Required – incentives for innovators – incubation, awards 

 

Vision 2030 imperatives – Human Capital  

 Human capital and Vision 2030 – Agro-processing, infrastructural development, 

Knowledge-intensive industries, entrepreneurship (new and innovative ventures) 

– these require highly skilled workforce 

 Relevant knowledge for Vision 2030 at all levels – graduate and post-graduate 

engineers, but also intermediate and vocational training (technicians) 

 Skills raise the prospect of adoption of new technologies and business 

opportunities 

On basis of this we can conclude that:-  

 The government should prioritize research funding based on relevance to 

development goals 

 Demand-led research and skills development as opposed to reactive  

 Various levels in science and technology qualifications, including intermediate 

(vocational) training to be given priority 

 Multi-disciplinary, inter-organizational research design involving universities, 

government, and industry. (Industry – academic collaboration) 

 Support recognized innovators and protect them through intellectual property 

laws 

 

 

 

PRODUCT/SERVICE RE-ENGINEERING  

Definition  

This is the fundamental reconsideration and redesign of organizational products/services  

in order to achieve drastic improvement of current performance in cost.  

As organizations continue to evolve and reinvent themselves to develop new focus areas 

and cater to new markets, it is imperative that their business systems do not fall behind 
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and become obsolete. An organization should provide maintenance and reengineering 

services to keep its products tuned so that business needs do not outpace business 

systems.  

 

The Reengineering Process Model has the following phases: 

 Product study phase  

 Reengineering phase  

 Regression testing phase  

 Acceptance testing phase 

Objectives of product/service reengineering 

i. Productivity and competitiveness  

This emphasizes increased productivity and competitiveness as one of the key guiding 

principles for expanding and maintaining the domestic and export markets in a liberalized 

environment. 

 

ii. Market development 

The takes cognizance of the need to diversify and expand markets for industrial value 

added products. It addresses supply side constraints with regard to product quality, 

volume and standards.  

 

iii. High value addition and diversification 

The recognizes high value addition to the resource endowment as key for optimizing 

creation of wealth, employment and regional development. It therefore emphasizes on 

further processing of primary products. 

 

iv. Regional dispersion 

The underscores the need for equitable dispersion of industries throughout the country in 

order to accelerate the pace of development especially in the marginalized areas. 
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v. Technology and innovation 

The recognizes innovation as central to meeting the rapidly changing consumer tastes and 

preferences while also boosting productivity and competitiveness of the industrial sector. 

 

vi. Employment Creation 

This focuses on quality and sustainable employment creation. 

  

vii. Environmental Sustainability 

The recognizes the need to promote sustainable industrial development that upholds 

environmental protection, management and efficient resource utilization. 

 

viii. Compliance with the New Constitution and achievement of Vision 2030 

This is particularly in the Public Sector .  Process reengineering should be  well-aligned 

to the provisions of the constitution and takes into account the constitutional provisions 

for a devolved structure of government and the particular call to encourage regional 

dispersal of industries as a basis for equity and empowerment across the nation. 

 

ix. Education and manpower development 

This recognizes that reengineering can only take place when there is a strong and well 

trained workforce from all levels of training. 

 

Questions  

1. Discuss the various factors which can be considered as strength and weakness in 

an organization  

2. Define innovation.  Differentiate innovation from creativity.  Exactly explain how 

Kenya can leverage innovation towards achieving vision 2030.  
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6.0 CHAPTER SIX 

 

Learning objectives 

By the end of this chapter the learner should be able to:- 

 Understanding and explain strategic change  

 Explain the context and forces of change  

 Explain Approaches to strategic change management  

 Identify Styles of managing change  

 Discuss change leadership  

 Discuss resistance to change  

 

 

6.1 MANAGING STRATEGIC CHANGE  
 

According to Oakley and Krug (1993), the past decade marked a period of unprecedented 

change in the world generally in business markets specifically. Forecasts suggest that the 

‗80s were merely a prelude to the dynamic challenges ahead in the ‗90s and beyond. 

Indeed the entire cycle of change has been altered dramatically. The intervals between 

changes have shortened and the pace at which change now occurs has quickened. It 

wasn‘t long ago that we had time to adjust to change before more change was upon us, 

but no longer. In today‘s turbulent market place, the only constant is change.  

 

To be successful in today‘s fast changing market place requires that business be 

conducted differently than ever before. While yesterday‘s business people found a degree 

of comfort and certainty in knowing they could continue doing things ―the way we‘ve 

always done them before,‖ today these words indicate that a manager or a company is 

already in or headed for trouble. Yesterday we could rely policies and procedures to 

assure our people were doing things right. Today‘s highly competitive market demands 

that our people do the right things. Our people must be continuously look for new and 

better ways to accomplish just about everything , sometimes throwing old procedures out 

the door and leaving that door open for creative and innovative thinking. 

 

The need for innovation is not new, but never before has there been such an urgent 

demand to continually create new and better solutions. For all those working in the 
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business arena, this means that a successful future depends upon the ability to change 

atleast as quickly as the market place. Change is a factor that every organization must 

accept and more critical to the long-term success of an organization. 

 

Change in any institution starts with leadership of an institution.   When the present 

organization structure does not adequately fit the need of when strategy and strategic 

principles of organizing, top management to look for reorganization. Many companies 

have reorganized their structure recently because of the change in their strategies. The 

implementation may put various changes in their strategies and action. When the change 

is implemented thus managers should monitor its effect so that they overcome the 

expected happenings in a timely fashion and react to it intelligently. 

 

MANAGING STRATEGIC CHANGE 

 

● Understanding Strategic Change 

● The Context and Forces of Change 

● Approaches to Strategic Change   Management 

● Styles of Managing Change 

● Change Leadership  

● Resistance to Change  

Introduction  

● Change can be simply defined as a transition from one state to another with focus 

on being different. 

● Change is the only constant in today‘s life – for individuals and organizations 

● Some changes can be reversible while others are not hence the risk involved in 

managing change. 

● There are both objective and subjective conditions in making the transition in 

organizations. 
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Definition  

 Change management is the use of systematic methods to ensure that an 

organization change can be guided in the planned direction, conducted in a cost 

effective manner and completed within the targeted time frame and with the 

desired results” (Davis and Holland 2002) 

 Focus is on the process  

 ―Change management is a structured and systematic approach to achieving a 

sustained change in human behavior within an organization‖ (Todd A. 1999) 

 Focus is on the people aspects of change  

UNDERSTANDING STRATEGIC CHANGE 

 Strategic change is one that involves fundamental changes in the business of the 

organization and its future direction 

 Successful strategic change is built on an overall strategic management system of 

the organization 

 The strategy of the organization legitimizes the change programme  

 The goal of strategic management is to build and maintain sustainable competitive 

advantage and to maximize shareholder value.  

 Organizations have to change to align themselves to changes in their 

environments.  

 Purpose of strategic change is to ensure that organization is heading in the right 

direction (effectiveness). 

 Key pre-occupation is anticipation 

 

McKinsey Survey on Change Management (2006) 

Why change? 

 Reducing costs 

 Moving from good performance to great performance 

 Completing or integrating a merger 

 Turning around a crisis situation 

 Catching up to rival companies 
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 Splitting or divesting part of the organization 

 Preparing for privatization or market liberalization 

Source: The McKinsey Quarterly Jan 2007  

Operational change 

 Is the type of change aimed at ensuring that the organizational activities are being 

performed in the best way possible? 

 Focuses on excellence in whatever the organization does.  

 Purpose of operational changes is to ensure the organization is efficient. 

 Strategic change informs operational change. 

 

 

CONTEXT AND FORCES OF CHANGE 

―In a fast paced global economy, change can not be an occasional episode in the life of a 

corporation. Companies with rigid structures will be swept away. Corporate cultures that 

can adapt will survive and thrive‖  

Source: Business Week – Reinventing America, 1992. 

Introduction  

 At the beginning of the twenty first century, change is everywhere. 

 The reality of yesterday is different from that of today and possibly that of 

tomorrow 

 Social, political and economic changes have greatly compromised individuals and 

organizations ability to respond. 

 Organizations just like individuals follow a certain logic or system and sometimes 

react irrationally. 

 Some are fairly successful while others are failing 

 How can we – as individuals, as well as organizations, prepare for the 

uncertain future?  

 Change management is empowering organizations and individuals for taking over 

responsibility for their own future. 

 Creating a learning organization is an example of one such form of empowerment  
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Context for change  

 The forces that operate to bring about change are many and varied. 

 Some forces are gentle while others are strong and can cause devastation to 

structures and operations in an organization. 

Multiple Causes 

 Identifying the causes of change (PESTEL analysis, Internal analysis etc.) 

 Analyzing the causes of the change is a good beginning point in change 

management  

Driven by Environmental Turbulence 

 Predictable 

 Forecastable by extrapolation 

 Predictable threats and opportunities 

 Partially predictable opportunities  

 Unpredictable surprises  

Varieties of Change 

Arising from the various levels of turbulence in the environment, there are varieties of 

change in organizational Changes.  
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Discontinuous 

Change

Incremental 

change

Bumpy 

incremental 

change

Rate of 

change

Time 

 
Forces of change  

 Most of the forces of change can be traced to some fundamental forces of change. 

 Growth of capital intensive manufacturing. 

 Accelerated tempo of new technology 

 The concentrated patterns of consumption 

 Neo-protectionism era. 

What are the implications of these forces to change in Kenyan organizations today?  

 

Technical Obsolescence and Technical Improvements  

 Stems from competitors or availability of new technologies 

 Internally from R & D e.g. replacing product models every short time (shorter 

PLC and persuade customers to replace these products as frequently. 

Accelerated diffusion of new technology 

Political and Social events 

 Changes in political ideologies and inclinations over time 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

-145- 

 

 Changing political systems e.g. in 1980 – pressure not to trade with South Africa 

– now? 

 Convergence of cultures and social systems 

Globalization of markets and operations 

 Improved communication 

 Similarities in technological infrastructure 

 Similarities of consumer demand and life style patterns 

 These have led to growing incidence of strategic alliances and joint ventures. 

Increases in size, complexity and specialization of organizations 

 Most organizations have grown in size and increasingly utilizing specialized 

technology. 

 These changes require new organization structures and skills for cooperation and 

coordination.  

Greater strategic awareness and skills of managers and employees 

 These require changes in the scope of their jobs and call for strategic development 

and growth of the company  

Neo-protectionism  

 World trade has been fairly liberalized  

 Competitive power of the corporation is no longer in the monopolistic status 

 Competition has eroded the abilities of corporations. 

 Global competition as opposed to localized competition 

 Free flow of resources in the world 

All these pose challenges and change in the way of doing things is inevitable.  

Types of change  

 There appears to be four basic types of change, which affect organizations. 

Technology changes 

 Production processes 
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The product or service changes 

 Concerned with output of the business 

Administrative changes 

 Structures, policies, budgets rewards systems 

People changes 

 Attitudes 

 Expectations 

 Behaviors 

 

 A change in one of these changes will place demands for change on one or more 

of the others. 

 Major changes in the strategic perspective forces changes in the structure which 

forces change in jobs and consequently on behaviors.  

 

Implications 

 The approach to management of change will need to be context dependent.  

 Managers have to balance different approaches to management of change 

according to circumstances they face.  

 

APPROACHES TO STRATEGIC CHANGE MANAGEMENT 

Introduction 

 Change in organizations can be either proactive or reactive. 

 Proactive change involves actively attempting to make alterations to the work 

place and its practices.  

 Companies that take a proactive approach to change are often trying to avoid a 

potential future threat or to capitalize on a potential future opportunity.  

 Reactive change occurs when an organization makes changes in its practices after 

some threat or opportunity has already occurred.  

 Broadly there exist two forms of change 
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 Planned change 

 Emergent change 

Planned change  

 Views organization change as a process of moving from one fixed state to another 

through a series of preplanned steps. 

 Distinguishes change that is conscious as opposed to change that was brought 

about by accidents or impulse or that which might be forced on an organization. 

 Most closely associated with the practice of Organizational Development (OD). 

 OD is about people and organizations and people in organizations. 

 It is also about planned change, i.e getting individuals, teams and organizations to 

function better. 

 Planned change involves common sense, hard work applied diligently over time, a 

systematic goal oriented approach, and valid knowledge about organizational 

dynamics and how to change them. 

 

Emergent change  

 This approach emerged in the 1980s. 

 Views change as a continuous, open ended and unpredictable process of 

aligning and realigning the organization to its changing environment. 

 It recognizes the need for organizations to align their internal practices to the 

external conditions. 

 Most importantly, it sees change as a political process whereby different 

groups in an organization struggle to protect and enhance their own interests. 

 Views change as a process that unfolds through interplay of multiple variables 

(context, political process, and consultation)  within an organization. 

 Change not a series of linear events within a given period of time but rather a 

continuous process. 

 Handling change is part of every manager‘s role and not work of a specialist. 

 Emphasize a bottom up approach as opposed to top-down approach implied in 

planned change. 
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Task: 

Read to understand the Models in each approach to change management. To what 

extent are the models mutually applicable, inapplicable? 

STYLES OF MANAGING CHANGE 

Introduction  

 Understanding and managing changes are the dominant themes of management 

today.  

 Adapting to the ever-changing present is essential for success in the unpredictable 

future. 

 However, there is no one ‗right formula‘ for the management of change.  

 The success of any attempt at managing change will also be dependent on the 

wider context in which that change is taking place.   

 Different styles of managing change are likely to be necessary according to 

different contexts and in relation to the involvement and interest of different 

groups.  

 The styles include: 

 Education and communication, 

 Collaboration/participation,  

 Intervention,  

 Direction, and  

 Coercion  (most extreme form).  

Education and Communication 

 Involve the explanation of the reasons for and means of strategic change in 

order to win the support of every one in the organization.  

 Based on the assumption that if people are given the rationale for change, 

they will see the need for it and therefore accept it. 

 This may be useful when resistance, based on inadequate or inaccurate 

information, is anticipated.  

Collaboration or Participation 
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 It is the involvement of those who will be affected by strategic change in 

the identification of strategic issues, the setting of the strategic agenda, the 

strategic decision-making process or the planning of strategic change. 

 Can be helpful in increasing ownership of a decision or change process, 

and in increasing commitment to it. 

 Leads to better quality of decisions than would have otherwise been 

achieved.  

Intervention  

 Involves the co-ordination of and authority over processes of change by a 

change agent who delegates elements of the change process.  

 The change agent could delegate certain elements of the change process to 

project teams or taskforces.  

 The teams become involved in the change process and see their work 

building towards the change process.  

 Beneficial in that it not only involves members of the organization in idea 

generation but also in the implementation of solutions.  

Direction 

 Involves the use of personal managerial authority to establish a clear 

future strategy and how change will occur. 

 Usually top-down management of strategic change and may be associated 

with vision or strategic intent developed by someone recognized as the 

leader in the organization.  

Coercion 

 Involves the imposition of change or the issuing of edicts about change.  

 It is the explicit use of power and may be necessary if the organization is 

facing a crisis. 

 This style may be useful in crisis situations or rapid transformational 

change  

The styles of managing change are not mutually exclusive in a change programme.   

Application of one style in managing change does not preclude the application of others.   
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Different stages in the change process may require different styles of managing change 

and that different styles suit different personality types. 

 

CHANGE LEADERSHIP 

Introduction  

 The management of change is often directly linked to the role of a strategic 

leader.  

 Leadership is the process of influencing an organization in its efforts towards 

achieving an aim or goal  

 Change agents or change champions provide the leadership role.  

 The leader‘s roles include creating vision, empowering people, building 

teamwork, and communicating the vision. 

 The qualities of an effective leader can be summarized as being visionary, skilled, 

competent, delegative, motivative, analytical, persistent, enduring and flexible.  

 

 

 

Leadership competencies  

 A leader is a man who has the ability to get other people to do what they don‘t 

want to do and like it. 

 Changes in organizations are more and more common and  appear at faster pace 

and employees are expected to be even more adaptable.  

 Leaders play an important role in setting an example for all those values, 

behaviours and considerations expected from employees.  

 Leaders have to ensure that changes in an organization are accepted and 

implemented in a way resulting not only in better job performance but also in 

general understanding and satisfaction of all. 

 Leadership competencies for successful change management can be categorized 

as: 

 Cognitive,   

 Functional, and 

 Social abilities and skills 
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 Cognitive competencies Include divergent thinking, critical thinking, creativity, 

problem solving, strategic thinking,  analytical skills, and  numerical abilities 

 Functional competencies include language and communication skills, 

technological skills (IT, media etc.), multicultural competencies (knowledge of a 

general and other cultures, foreign languages, etc.), learning abilities and personal 

development, career planning skills,  managerial skills, and decision skills. 

 Personal and social competencies include self-direction, interpersonal skills, 

teamwork skills, compassion, integrity, mobilizing skills, personal and social 

values, and ethical dimensions. 

RESISTANCE  TO  CHANGE 

 

Quote  

“There’s nothing more difficult to take in hand, more perilous to conduct, or more 

uncertain of success than to take a lead in the introduction of a new order of things, 

because the innovation has for enemies, all those who have done well under the old 

conditions and lukewarm defenders in those who may do well under new”.  

(Source: Machiavelli (1611), The Prince  

 ―Reasonable people do not do reasonable things‖  Reason is an analytically logical thing.  

Implementation does not automatically follow strategy formulation (there‘s always some 

resistance). 

Treatment of strategic planning and implementation as sequential events is an artificial 

convenience. (the way planning is done can determine eventual implementation). 

Resistance is not confined to introduction of strategic planning. It occurs whenever there 

is a departure from historical behavior, culture and power structure. 

What is resistance to change  

• a multifaceted phenomenon which introduces delays, additional costs and 

instabilities into the process of change. 

• May take the form of: 

– Procrastination and delays in triggering the process of change. 

– Unforeseen implementation delays and inefficiencies which slow down 

the change and make it cost more than originally anticipated. 

– Efforts within the organization to sabotage the change or to absorb it in the 

welter of other priorities.  
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Types of resistance  

 Systemic resistance 

 Behavioral resistance 

Systemic resistance 

 Organizational Resistance caused by among other factors: 

 Organization design 

 Organizational culture 

 Resource limitations 

 Fixed investments 

 Inter-organizational agreements 

 Defined as the passive incompetence of the organization occasioned by the above 

factors 

 It is proportional to the difference between the capacity required for new strategic 

work and the capacity to handle it. 

 It occurs whenever the development of capacity lags behind strategy 

development.  

Minimizing systemic change  

 Provide dedicated capacity by planning and budgeting for it. 

 Integrate management development into the change process. 

 Stretch the duration of change to maximum possible to assure timely response to 

environmental challenges. 

 Use sequence: behavior development       system build up          strategic action    

Behavioral resistance 

 Individuals 

 Employees 

 Managers in other departments 

 Collective resistance 

 Managers who share common tasks 
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 Coalitions and power centers within the organization 

 

Reasons for resistance by individuals  

 

 Parochial self interest 

 Though of loss of something of value as a result 

 Political camps in organizations fighting each other (power struggle) 

 Misunderstanding and lack of trust 

 Implications not understood 

 Lack of trust of those in authority or in other departments. 

 Resist in order to save face – accepting may mean admitting past mistakes  

 Low tolerance for change 

 Fear of not being able to develop skills/behaviors required 

 Different assessments 

 Different view from managers 

 Some may see more costs than benefits 

 May be good if based on full information as it may point to some potential 

problem  

 

 Threat to Job Status/Security 

 Employees worry that any change may threaten their job or security. 

 Breakup of Work Group 

 Changes can tear apart established on-the-job social relationships. 

 Competing Commitments 

 Change can disrupt employees in their pursuit of other goals. 

Dealing with behavioral resistance to change  

Education + communication  
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 Commonly used in situations  where there is a lack of information or 

inaccurate information and analysis 

Advantages 

 Once persuaded, people will often help with the implementation of the 

change 

Drawbacks 

 Can be very time consuming if lots of people are involved  

Participation + involvement 

 Commonly used where the initiators do not have all the information they 

need to design the change, and where others have considerable power to 

resist. 

Advantages 

 People who participate will be committed to implementing change, and 

any relevant information they have will be integrated into the change plan  

Drawbacks 

 Can be very time consuming if participators designed inappropriate 

change 

 

 

Facilitation + support 

 Commonly used where people are resisting because of adjustment 

problems 

Advantages 

 No other approach works as well with adjustment problems 

Drawbacks 

 Can be time consuming, expensive and still fails 
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Questions  

 

1. Read on Force Field Analysis; comment on its assumptions, applicability, and 

benefits in change management. 

2. Each student to prepare his/her contributions for class discussions 

3. Bring out the differences between leadership and management, highlight the focus 

of each in change management. 

4. When in your career have you felt boxed in or limited in how you could do your 

job? 

 

5. What structures or attitudes kept you feeling that way? 

 

6. When in your career have you felt the greatness freedom to do your job? 

 

7. What are the factors or circumstances that allowed this freedom? 

 

 

 

 

References 

1. Asc, D. and Bowman, C. 1989; Reading in strategic management London 

Macmillan, 1989 

 

2. Bowman, C, 1990:The Essence of strategic management, London Prentice Hall 

 

 

 

 

 

 

 

 

 

 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

-156- 

 

Questions for Discussion 

1. What is strategic management? Explain how strategic management is essential for 

an organization? 

 

2. Explain how strategic management is different from operational management and 

long range planning? 

 

3. What are various levels in an organization at which a strategy may exist  

 

4. What are the elements of strategic management? 

 

5. Describe the benefits of strategic management. 

 

6. Explain the role of a general manager in strategic management process. 

 

7. Define the term Strategic Management. Discuss its functions and model of 

strategic management 

 

8. What are the implications of taking strategic management as a process? How it is 

a dynamic process? 

 

9. Discuss the role of Board of Directors in Strategic Management. Why is that a 

lack of participation of the Board in Strategic Management? 

 

10. What are the main functions of chief executive? To what extent do these functions 

contribute to strategic management? 

 

11. Discuss the role of planning in strategic management. Why planning has assumed 

important role in strategic management? 
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12. Discuss the role of strategic management. In what ways does it contribute to the 

effectiveness of the organization 

 

13. How does strategic management contribute to the success of public as well as 

private sector organization? 

 

14. What are the limitations of strategic management? To what extent can these 

limitations be overcome? 

 

15. Why do organizations have objectives? Give guidelines for objective setting with 

examples of good and bad objective setting. 

 

16. Give the major areas in which the organizations should set the objective, what are 

the basic social obligations of business organizations? Do these conflict with 

profit objective of business? 

 

17. Discuss the main features of objectives. Can objectives be arranged in hierarchy? 

How? 

 

18. Discuss the role of environment in strategy formulation. 

 

19. Discuss the various environmental factors which affect the business. 

 

20. Discuss the various sources of collecting environmental information. 

 

21. Discuss the way in which environmental analysis is used in strategy formulation. 

 

22. What are the various factors which affect the use of environmental analysis in 

strategy formulation? 

 

w
w
w
.m

as
om

om
si
ng

i.c
om



 

-158- 

 

23. Discuss the process of corporate approval and the way an organization can 

prepare its strategic advantage profile. 

 

24. What are the various strategic factors in corporate appraisal? How will you 

identify these factors? 

 

25. Discuss the various factors which can be considered as strength and weakness in 

an organization  

 

26. Discuss the various methods of corporate appraisal? Discuss their relative 

suitability for corporate appraisal. 

 

27. Define strategic choice. Give some models of choice process. 

 

28. Discuss the factors which affect strategic choice. 

 

29. What are the various questions that should be asked in making strategic choice? 

 

30. Discuss various types of strategy like stable growth strategy retrenchment strategy 

turnaround strategy.  Give its merits and demerits. 

 

31. Discuss the nature of interdependence of strategy formulation and 

implementation. 

 

32. Discuss the relationship between structure and strategy of an organization. How 

can structure be related with strategy? 

 

33. Discuss the problems involved in organisation change. What strategy will you 

adopt for organizational change? 

 

34. Discuss the role of leadership in strategy implementation.  
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35. Discuss the set of decision involved in the development of functional policies. 

 

36. Define strategy review and control? Why is it necessary as a final stage of 

strategic management? 

 

37. What are the various qualitative and quantitative techniques of strategy review 

and control ? 

 

38. Discuss the problems involved in strategy review and control? 

 

39. Discuss the various challenges and opportunities of strategic management in the 

changing scenario. 

 

40. Give significance of strategic evaluation. Discuss .the problem of strategy 

evaluation. 

  

41. Discuss the main elements of Marketing Strategy or Human Resource 
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