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ABSTRACT

This research evaluated the strategic management practices of the Kingsgate Clothing
Group, which operates within the clothing and textile industry. The industry is undergoing
dramatic changes since the opening up of the South African economy and the advent of
globalisation. These changes have occurred within the political and economic spectrum and
include factors such as trade and tariff agreements, changes in labour legislation, exports,
illegal imports which has impacted on the organisation. A framework on strategic
management was developed highlighting the factors necessary for strategy development,
key issues in the external enviroment, strategic capabilities, organisational structure and
culture and leadership issues. Various strategic management tools were used to analyse the
Kingsgate Clothing Group’s present strategy in the light of the changing industry
conditions. These tools included value chain analysis, financial analysis and SWOT
analysis. Based on the conclusions drawn from the analysis recommendations were made

on the company’s future strategy and the way forward in order for them to achieve

sustainable competitive advantage.
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CHAPTER 1: INTRODUCTION

Never doubt that a small group of thoughtful committed citizens can change the world.

Indeed, it is the only thing that ever has (Margaret Mead, Social Anthropologist).

1.1. Introduction

Since the time of the international emerging market financial crisis, which also affected the
South African (SA) economy, the SA clothing industry has experienced extremely difficult
conditions. The industry has historically been focused on the domestic trading market and is thus
extremely sensitive to general economic conditions within South Africa. Globalisation and trade
liberalisation have compounded the situation. The industry is becoming more outward focused
and developments such as the African Growth and Opportunity Act (AGOA) and the European
Union (EU) free trade agreement present significant opportunities for future growth and a new

paradigm.

This dissertation set out to analyse and evaluate the strategic management practices of the
Kingsgate Clothing Group (KCG), a clothing manufacturer, with an aim to make
recommendations, based on these changing economic conditions. Managing activities internal to
the firm are not the only responsibility of the chief executive officer of the KCG. He needs to
respond to the challenges posed by the firm’s immediate and remote external environments. The
immediate external enviroment includes competitors, suppliers, scarce resources, government
agencies and their numerous regulations and customers with their changing preferences. The
remote external enviroment comprises economic, social, political and technological priorities, all

of which must be monitored, assessed, and incorporated into his decision making process.

The literature review will be supported by the research findings, which will attempt to identify
future strategy recommendations to the organisation. Data from various sources, different

strategic management tools and questionnaires will be evaluated in support of the findings.

During the last five years the clothing industry has witnessed dramatic changes in their business
environment. Emerging from a historically protected environment, organisations have had to
respond to the social and political mandates of national public policy, development of firmer and

stricter labour policies, the rise of the trade union movement, issues of productivity and




globalisation. These changes have created new knowledge needs for the manager when

evaluating strategic management decisions.

The trend towards complexity has increased the risk associated with strategic business decisions,

making it more important to have a sound business strategy in place. There are several factors

which have characterised the complex strategic business decision-making environment, which

demand that managers have more and better information on which to base strategic decisions:

= There are more variables to consider in every decision.

= More knowledge exists in every field of management.

= Global and domestic competition is more vigorous, with many businesses downsizing to
focus on primary competencies to reduce costs and make competitive gains.

=  Government continues to show concern as part of their policy programmes with all aspects of
society, becoming increasingly aggressive in protecting these various publics.

= Workers, shareholders and customers are demanding to be included in company decision-

making.

It is therefore important for the management of the Kingsgate Clothing Group, not only to
manage activities internal to the firm, but they also need to respond to the challenges posed by
their immediate and remote external environments. According to Thompson and Strickland,
“Every company encounters occasions in which it needs to adapt its strategy to shifting industry
and competitive conditions, newly emerging buyer preferences and requirements, the initiatives
of rival firms to grab increased market share, the appearance of fresh opportunities and threats,
advancing technology, and other significant events which affects its business." (Thompson &

Strickland: 2001: Crafting and Executing Strategy: page 16)

This dissertation sets out to undertake a “GAP Analysis” through a process of exploration,
analysis and critical evaluation of the strategic decisions made by the Kingsgate Clothing Group.

The dictionary defines the word “gap” in a number of ways:

» Asa physical space between things.

* As a period of time when not involved in a particular activity.

* When something is missing that prevents successful completion of an activity.
* As a great difference between two things, people or ideas.

The analysis of all four of these forms of “gap” can be considered as gap analysis.

(Ambrosini et al: 1998: Exploring Strategic Management: page 220)



However, for the context of this dissertation, the GAP Analysis on the Kingsgate Clothing Group

will take the following approach:

=  Where is the organisation now? ie. based on the last five year analysis of the industry
enviroment and the organisation’s strategy.

=  Where do they want to strive to be? i.e. Based on the organisation’s vision, mission and
objectives.

= How can they get there? i.e. Recommendations on future strategy for the organisation and a

plan and timeframe for implementation of future strategy.

A performance gap analysis will be undertaken based on the following:
ive

Where do we wanl to

& get to based on goals,
> mission and objectives?

GAP
(24 GAP
Q /
How do we get there?

o

/
Forecast

Where is the organisation now?

time

Figure 1.1 - Performance GAP Analysis (Adapted from Exploring Strategic
Management: Ambrosini et al:1998; page 221).

1.2. History

The Kingsgate Clothing Group (KCG) of companies is one of South Africa’s leading, privately-
owned organisations employing a workforce of about 12 000 both directly within its in-house
factories, and indirectly via its more than 95 cut, make and trim (CMT) factories. Under the
name of A M Moolla Group, it was listed in the Clothing, Footwear and Textiles sector of the
JSE Securities Exchange in October 1997 for a brief four-year period. With effect from March
2001, it was de-listed and reverted to its prior (1995 to 1997) trading name of Kingsgate
Clothing Group. KCG is 100% owned by the A M Moolla family and now operates as an

unlisted private clothing or apparel manufacturer.

Through its many divisional structures, subsidiaries and in-house manufacturing plants, products
are manufactured, which cater for the full spectrum of South Africa’s diverse market. Nationally,
and throughout the neighbouring states, the group has long established, strong relationships with

major chain stores, semi-chains, hawker wholesalers, independent retail stores and boutiques.

3



The group has become a major player in the export industry and has identified lucrative markets,
regularly shipping substantial quantities of product. The group’s success is based on a
philosophy of continuously striving for excellence in products and the ability to service and
satisfy needs of customers. More importantly, the group’s key assets are the people whose efforts

and hard work have allowed it to perform with ongoing success.

1.3. Background Review and Problem Statement

The South African business scene has generally been characterised by particularly difficult
trading conditions over the past few years. In the clothing sector, this has been exemplified by
reduced consumer demand, and exacerbated by tough competition from both local and
international players. The South African Rand currency has been sensitive to lack of confidence
and political uncertainty thereby creating exchange rate volatility. As a result of this, many chain
stores and retailers are sourcing garments directly from overseas. The Department of Trade and
Industry’s (DTT) policy to phase down duty on fabrics and ready-made apparel further stimulated
this trend. Labour productivity has decreased in the last five years whilst the unit labour costs
have increased. The revisions on the Labour Relations and Skills Development Acts have also
brought on new challenges. There has been an increase in smuggling and dumping of new and
second-hand clothing, leading to a thriving underground economy. Various bilateral trade
agreements between South Africa and the European Union have been negotiated. Although these

have been successful in stimulating trade, however, operationally there seem to be some flaws.

Based on these industry conditions the management dilemma within the Kingsgate Clothing

group are:

* Employment retention i.e. minimisation of job losses.

* Employment creation.

= Improving productivity.

= Ways to improve international and national competitiveness and to create a more export
oriented strategy.

* Improve future profitability of the organisation.

Restructure the management and organisational structure of the group through improved

succession planning.

“What can be done to improve the strategic management practices of the organisation in

light of the changing industry conditions”.



1.4. Motivation for the Research

Through a review of the strategic management practices of the Kingsgate Clothing Group, the

study will aim to address the following questions:

What changes are occurring in the market arenas where the organisation operates, and what
implications do these changes have for the direction in which the organisation needs to
move?

What new or different customer needs should they moving to satisfy?

What new or different buyer segments should they be concentrating on?

What new geographic or product markets should they be pursuing?

What should the company’s business make up look like in five years?

What kind of company should they strive to become?

1.5. Value/Benefits of the Research

There are numerous benefits from researching the problem statements that will accrue to the

Kingsgate Clothing Group, namely, financial benefits and strategic benefits. Ultimately, the

benefits accrued will be in- keeping with the organisation’s vision mission and objectives. The

following is a list of benefits to be achieved:

Growth in revenues on invested capital.

Higher returns on invested capital.

Recognition as a “blue chip” company.

A more diversified revenue base.

Larger market share.

Quicker design — to — market times than competitors — ability to get newly developed product
ranges to market quicker.

Higher product quality than rivals.

Lower costs relative to competitors.

Superior on-time delivery.

Superior customer service and higher levels of customer satisfaction.

Stronger export distribution and sales capabilities than competitors.



1.6. Objectives of the Research

The objective of the research report is to ascertain whether the strategy of the Kingsgate Clothing
Group is in unison with the prevailing industry conditions and which strategic management
decisions need to be reviewed in the light of these changing industry conditions. Prevalent within
their industry and operating environments are numerous strengths, opportunities, weaknesses and
threats. The objectives of the study are to formulate and implement strategies to develop a sound
fit between the KCG’s internal resources and its external situation and will be based on a “Gap

Analysis” and is illustrated as a model as follows:

RECOGNISE THE GAP

* Analysis and Evaluation of the Kingsgate Clothing Group’s external environment through

the use of strategic tools.
= Analysis and Evaluation of the Kingsgate Clothing Group’s internal environment through the
use of strategic tools.

* Analysis and Evaluation of the Kingsgate Clothing Group’s current strategy in relation to the

above.

= Analysis of leadership and succession planning and its impact on current strategy.

l

DEVELOP STRATEGIES TO CLOSE THE GAP

= Recognising the weakness of their current strategy linked to their vision, mission

and objectives.

* Recommending strategies to these changing circumstances

l

MANAGE THE PROCESS OF CHANGE

= Defining and setting a strategy implementation process.

* Benchmarking against industry standards

= Setting timeframes to strategy implementation.

Figure 1.2 - Theoretical framework of “GAP Analysis” within the context of the
Kingsgate Group’s strategic analysis and evaluation.




1.7. Research Methodology

CATEGORY RESEARCH DESIGN

. The degree to which the research question has | Exploratory Study

been crystallised

. | The methods of data collection Interrogation/

Communication Study

. | The power of the researcher to produce effects | Ex post facto

in the variables under study

. The purpose of the study Descriptive
. The time dimension Cross-Sectional Study
- The topical scope — breadth and depth of the | Case Study
study
= The research environment Field Conditions
= The subjects perception of research activity Actual Routine

Table 1.1 — Description of the Research Design to be used in Study

= Exploratory Study

The dissertation will be a study posing questions but without a predictive hypothesis. Through
exploration the researcher aims to develop concepts more clearly, establish priorities and develop
operational definitions in order to clarify the dilemmas facing the management of the Kingsgate
Group. Both qualitative and quantitative techniques will be used.

= Interrogation/Communication Study

Various people will be questioned and their responses will be collected by personal or
impersonal means. Structured strategy related questionnaires will be sent to management of the
Kingsgate Clothing Group and other key people.

» Ex Post Facto

There will be no control over the people to be interviewed therefore eliminating any form of
influence of their decisions hence removing any form of bias.

= Descriptive Study
This dissertation will be a descriptive study and will have the potential to draw inferences. Such
a descriptive investigation will have broad appeal to the management of the Kingsgate Clothing

Group in terms of planning, monitoring and evaluating their strategy. In the context of the
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dissertation, it will be related to how analysis addresses issues such as costs, efficiencies,
effectiveness and adequacy.
s  Cross-sectional Study
This dissertation will be a snap shot of one point in time. Hence, all conclusions will be made at
the time the dissertation was conducted.
= (Case Study
This case study approach used for this dissertation will be inductive in that the researcher will
report on the particulars of the external enviroment of the clothing industry and then relate it
specifically to the internal environment and strategic management practices of the Kingsgate
Clothing Group. The contextual features could include:
» The history and location of the company: how it has developed over time to it’s current
position,
» Details of any similar case study research to help in the comparison of ideas and
theory;
» An account of the national and possibly the global picture,
» The current management structure of the organization and it works on a “day to day”
basis,
» The role and influence of government and other institutions,
> The role of currently accepted theory.
= Field Conditions
The research will be conducted under the actual environment and conclusions will be made
thereof.
= Actual Routine

People will be aware of the research to be conducted.

1.8. Data analysis

A questionnaire will be used in the study to measure management and employees perceptions of
how strategic decisions are made within the Kingsgate Clothing Group. Questionnaires will also
be used to conduct a value chain analysis. According to Ambrosini et al (1998): “Strategic
decisions are those which are characterised by large commitment of resources and deal with
issues of substantial importance to the organisation, usually with longer rather than just short —

term impact or significance; they usually involve more than one function and involve significant

change.”



1.8.1. Measuring Instrument

The instrument used will be a three page questionnaire and the responses will be evaluated

according to the evaluation technique set out in Ambrosini.

1.8.2. Measurement

Questions asked in the survey will by clearly structured and closed ended. A Likert scale will be
used as the primary measurement scale. A 7-point Likert-Type questionnaire has been
developed. The overall scores will be summated to establish the research findings i.e. a score of
1 indicating a weak response and a score of 7 indicating an excellent response. The questions
will be scored so that the higher the mean score for each participant, the more favourable is their

perception of the company strategy.

1.8.3. Nature and form of results

This will take the shape of a web diagram outlining the variances in the findings. Upon the
completion of the dissertation, it is hoped that adequate information regarding the various
strategic management practices of the Kingsgate Clothing Group will emerge that will be useful

to management.

1.9. Limitations of the Research

* The study is limited to the clothing industry only.

* The constructs to be used in the questionnaire are derived from the literature on strategy as
well as from the critical incident techniques used in interviews.

= Underlying the research is that the questionnaire and prior research provides an exhaustive
set of constructs relevant to the study.

= Response rate to the questionnaire could be low as members of the Kingsgate Clothing group

may show reluctance in critically evaluating their organisation’s strategy and will be

restricted to top management only.

* Non- response bias may also pose a problem.



1.10. Ethical Considerations

Information will also be drawn from documents belonging to the company some of which maybe
confidential. The researcher has been granted access to such information. However, based on this
it is the wish of the management of the Kingsgate Clothing Group not to make public the results

of the study. The researcher feels obliged to grant the confidentiality request.

1.11. Structure of the Dissertation
Chapter 1: Introduction
This chapter provides a synopsis of the entire dissertation and includes the background of the

study, its purpose, its limitations as well as the structure of the dissertation.

Chapter 2: Review of Theory

This chapter discusses the all the relevant literature surrounding the theoretical framework of
strategic management. The focus is on key strategy issues linked to the importance of vision,
mission and objectives as a starting point for effective strategy analysis and development. This
follows on with a discussion on the internal and external environments of an organisation.
Crucial to effective strategy development and implementation are issues such as organisational
structure, leadership and culture. Concluding this chapter, a model of strategy development is

illustrated.

Chapter 3: Industry and Company Overview
This chapter sets the scenario of the clothing industry and the Kingsgate Clothing Group and

highlights all relevant statistics on the industry and various aspects of the Kingsgate Clothing

Group’s business.

Chapter 4: Evaluation of Company Strategy
This chapter uses various strategic management tools and the strategy evaluation questionnaire to

critically analyse and evaluate the current strategy of the Kingsgate Clothing Group.

Chapter 5: Recommendations and Conclusions

This chapter will draw final conclusions and recommend various strategy alternatives to improve

overall company performance.
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1.12. Conclusion
This chapter provides a framework to the research dissertation. It highlights issues pertinent to

the clothing industry and the organisation under evaluation. The case study evaluation is depicted
through the “Gap Analysis Model”. Based on the study, which is a corporate strategy review,

various aspects of the strategic management literature according to leading authors will be

discussed.
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CHAPTER 2: UNDERSTANDING STRATEGY

Thriving on change or barely coping?
Business strategy is now the single most important management issue and will remain so

for the next few years (Business Week, August 26, 1996).

2.1. Introduction

Organisations are constantly faced with challenges of strategic management; whether it is from a
desire of introducing new opportunities or to overcome problems. The issue of strategic
management and planning faces a turbulent period during the twenty first century. Companies
are constantly under pressure in delivering shareholder value through fulfilling short and long-
term objectives. Strategic planning is about achieving a balance between these two objectives.
Carlson (1990) suggests that a company focusing on the near term is facing a rudderless ship.
Managing principally for current cash flow and quarterly earnings improvements tends to
mortgage the company’s future and also produces an aversion to risk that dooms a business to
stagnation. However, an over emphasis on the long term is just as inappropriate. Companies that
overextend themselves betting on the future may penalise near-term profitability and cash flow

to such an extent as to make long term planning academic.

Strategic management is about reconciling the conflict between long and short planning and
objectives through balancing satisfactory financial performance with changes in the markets,
technology, competition and economic and political factors. In this new decade strategic plans

must deliver near-term results and provide a platform for longer-term value creation.

Pearce and Robinson (2000) define strategic management as “the set of decisions and actions
that result in the formulation and implementation of plans designed to achieve a company’s
objectives”. Based on this, the aim of this chapter is to build on a strategy framework to
emphasise the role of strategy in organisations, which is fundamental to all business decisions
made. The framework starts of by explaining how strategy is formulated within different
business environments by looking at key strategic issues. Critical to this is the benefits and
importance of a well-defined strategy to an organisation. A well-defined strategy evolves
through a clear vision, mission, which includes broad statements about the organisation’s
purpose, philosophy and goals. An analysis of the company’s external enviroment by assessing

the different environments within which it operates, assists in evaluating and formulating
12




strategy. Through the identification of core competencies and resources, strategy is developed by

matching strategic capability with the external enviroment. For strategy to be driven and directed

successfully along its path, it needs to be enhanced by organisational structure, strong culture and

leadership capabilities.

2.2. Nature of Strategy and Strategic Decisions

Most organisations are constantly faced with crucial decisions, some of which are strategic in

nature, whilst others maybe operational. Based on the above definition of strategy, strategic

issues require strategic management attention and have the following dimensions:

They are likely to be concerned with the long-term direction of the organisation.

Strategic decisions are about trying to achieve competitive advantage and this maybe done
through effective positioning in relation to competitors by providing value-for-money
products or services.

Strategic decisions are concerned with the scope of the organisation’s activities. The issue of
scope is fundamental to strategy because it concerns the way in which those responsible for
managing the organisation conceive the organisation’s boundaries. This includes decisions
on geographical coverage or product decisions. (Johnson and Scholes: 2002)

Strategy can be seen as the matching of the resources and activities of an organisation to the
enviroment in which it operates. This is regarded as ‘strategic fit’. Porter (1980) describes
strategic fit as “developing strategy by identifying opportunities in the business enviroment
and adapting resources and competencies so as to take advantage of these”. Based on this it is
imperative for the organisation to achieve correct positioning, that is, the extent to which it
clearly meets the identified market needs. This can include finding a particular niche in the
market or investing in businesses, which have found successful market positions or have
identified market needs.

Hamel and Prahalad (1994) state that strategy can be seen as building on or ‘stretching’ an
organisation’s resources and competencies to create opportunities or to capitalise on them.
Strategy development by ‘stretch’ is the leverage of the resources and competencies of an

organisation to provide competitive advantage and yield new opportunities.
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ASPECT OF STRATEGY

Underlying basis of strategy

ENVIRONMENT — LED 'FIT'
Stretegic fit between market

RESOURCE-LED ‘STRETCH'

Leverage of resources to

opportunities and

organisation’s resources

improve value for money

Compatitive advantage

through...

‘Correct’ positioning
Differentiation directed by
market need

Differentiation based on
competences suited to or

creating market need

How small players survive...

Find and defend a niche

Change the ‘rules of the game’

Risk-reduction through...

Portfolio of

products/businesses

Portfolio of competences

Corporate centre invests

in...

Strategies of business units or

subsidiaries

Core competences

Table 2.1 - Leading edge of strategy: fit or stretch — Adapted from Hamel and Prahalad

» Strategic decisions inevitably impact on operational decisions and are important for two
reasons. Firstly, operational aspects of the organisation must be in line with the overall
strategy or else they will not succeed. Secondly, strategic advantage can only be achieved at
the operational level.

= Strategic issues require top-management decisions. Since these decisions overarch different
areas of a firm’s operations, they require the involvement of top management who has the
perspective of understanding the impact of such decisions and the power to authorise the
necessary resource allocations.

e Large amounts of the firm’s resources in the form of people, physical assets, or money are
required for strategic issues. These need to be secured from internal and external sources.

= The firm’s long-term prosperity is often affected by strategic issues, which in tumn have long-
lasting effects on the organisation. Once a firm has engaged on a particular strategy pathway,
its image and competitive advantages are usually tied to that strategy. Firms become known
in certain markets, for certain products, with certain technologies. They would jeopardise
their gains if they deviated from these markets, products or technologies by engaging in a
radically different strategy.

= Strategic issues are based on what leaders and managers forecast, rather than on what they
know and are therefore future-oriented. Therefore, emphasis is placed on future projections
that will guide the organijsation in selecting the most promising strategic options. In a

competitive and turbulent enviroment a firm will only succeed if it anticipates change.
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s Strategic issues have complex implications for most areas of the organisation i.e.
multifunctional or multi business consequences. Decisions such as customer mix,
competitive emphasis or organisational structure impact on the firm’s strategic business units
(SBUs), divisions and units through allocations or reallocations of responsibilities and
resources that result from these issues.

» The strategy of an organisation is also affected by the values and expectations of those who
lead and direct power within that organisation and is therefore a reflection of their attitudes
and beliefs. External and intemal stakeholders such as financial institutions, the workforce,

buyers, suppliers and communities also have a more or less influence on strategy.

The strategic
position

Strategy
into action

Figure 2.1 - A Model of the Elements of Strategic Management
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2.3. Strategic Management in Different Contexts
Mintzberg and Quinn (1995) suggest that to a greater or lesser degree, strategic issues impact on

al] types of organisations, depending on their business context.

2.3.1. The Small Business Context

Small firms are most likely to be private companies who operate in single markets with a limited
range of products or services. The operational issues of these organisations are less likely to be
strategic in nature than large organisations. In these small firms the values and expectations of
senior management, who are usually the owners themselves, influence and direct strategy.
Barrow and Clark (1995) suggest that it is also likely that these firms, unless they are
specialising in some particular market segment, will be subject to significant competitive
pressures; and so issues of competitive strategies will be of significant importance for the small
firm. However, decisions on competitive strategies are likely to be strongly influenced by the
experience of those running the business. Challenges such as the ability to raise capital
constantly face small businesses. Combined with the legacy of the founder’s influence on choice
of product and market, this may mean that choices of strategy are limited. The firm may see its
position within the market as one of consolidation or growth. If it is striving for growth, then the
ability to raise finance is critical and therefore the building and maintaining of relationships with

financial institutions becomes a key strategic issue.

2.3.2. The Multinational Corporation

Here the organisation is likely to be diverse in terms of products and geographical markets. They
may have a range of different types of business in the form of subsidiary companies within a
holding company structure or divisions within a multidivisional structure. Strategic issues, which
arise in these multinationals, are those of structure and control at a corporate level; and
relationships between businesses and the corporate center. However, a significant strategic issue,
which arises, will be the allocation of resources among the different business units based on their
diverse and often competing demands and how this should be coordinated. This maybe of greater
importance, when operational logistics have to be coordinated across countries. This requires
sophisticated control systems and management skills far greater than the small business.

Goold (1994) states that the business units of multi business companies create value through
direct contact with customers. They compete in their markets to satisfy customer needs and to

generate revenues and profits. In contrast the parent company acts as an intermediary influencing
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the decisions and strategies pursued by the businesses and standing between the businesses and

those who provide capital for their use.

2.3.2. Manufacturing and Service Organisations

Service organisations such as jnsurance, management consultancies and professional services
compete on the basis of the service that it provides. Here competitive advantage is based on the
extent to which customers view less tangible aspects of the firm, for example, the value of advice
given attitude of staff, prompt service delivery and ambience of offices. In manufacturing
organisations competitive strategy is based on the physical product itself and services and merely
supports the product (such as product information, back up service and so on). Brand image also

plays an important role in achieving competitive advantage for both service and products.

2.3.3. The Innovatory Organisation

There an increasing number of organisations that claims to depend substantially on innovation
for their strategic success, whilst others argue the importance of becoming more innovatory.
According to Tidd (2001), “Innovation is seen as the ability to change the rules of the game™.
The e-commerce revolution and the rapid rise in information technology have resulted in
opportunities for organisations to conduct business in new ways. Another key feature of
Innovatory organisations is the need to see and act strategically in the short term. Innovation is
also influenced by how people are managers and how they interact. For example, organisational
structures that encourage interaction and integration, rather than formal divisions of
responsibility, may encourage innovation.

2.4. Strategy Development

THREE STRATEGY LENSES
Strat

Strategic planning systems
Strategic leadership
Organisational politics

OQiCal inCrementals

Intended and reased stralegy
Strategic dnft

Figure 2.2 — Understanding Strategy Development
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2.4.1. Strategy Development through the Strategy Lenses

Strategy development emerges through rational or analytical design, organisation’s past

experience or from the variety and diversity of ideas that emerge from the organisation. Chaffe

(1985) suggests that strategy can be viewed from the strategy lenses, which include design,

experience and ideas.

2.4.1.1. Strategy as Design

The design lens views strategy development as deliberate positioning of the organisation through

a rational, analytic, structured, and directive processes, which involves the following:

= There are ranges of factors that influence an organisation’s performance. Based on this, it is
possible to predict future scenarios, which might affect an organisation. Therefore, strategy
development can be viewed as a process of systematic thinking and reasoning.

= Through the matching of an organisation’s strengths and resources with changes in the
enviroment, the firm is able to overcome its threats and take advantage of the opportunities
that prevail. Therefore, the strategy of an organisation is as a result of decisions made about
positioning and repositioning within its markets.

= Strategy must first be developed and then filtered through the organisation to those who need
to make it happen. Strategy formulation is separated from strategy implementation.

* Top management usually plans and guides the destiny of the organisation. Therefore, an
organisation is considered a hierarchy with top management who make the decisions and
middle and lower management who carry out the decisions.

= The strategy process is carried out logically. Clear and explicit objectives need to be set, a
detailed analysis of internal and external factors to the organisation needs to be carried out
which may impact on its future and finally strategic options are considered in terms of the
future direction of the organisation. An optimal strategic decision is then made and the
implementation of this decision through the organisation is then planned.

» The organisation is considered to be a rational system based on the complex decisions that

manager’s face; logical conclusions will be reached by a rational group of top managers.

Strategy can also be controlled in a rational way through different control mechanisms such

as budgets, variance analysis, and management by objectives and so on.

2.4.1.2. Strategy as Experience

Miller (1980) suggests that: “more typically, strategies develop in an adaptive fashion building

on the existing strategy and changing gradually. Strategy is best understood in terms of

continuity and momentum”. Simply stated it can be said that the strategy of an organisation

evolves from their original strategy rather than fundamentally changing direction. This can take

18



the form of a product launch or a significant investment decision, which establishes a strategic
direction and can lead to the next strategic move, for example a merger or acquisition. The
benefit is that the strategic direction of the organisation is consolidated and established over
time. However, there could eventually be a significant deviation in strategy, but this would take
place incrementally. This incremental change would assist in adapting to the continuously
changing enviroment. Thus, the experience lens views strategy development as: “the outcome of
individual and collective experience of individuals and the taken-for-granted assumptions most
obviously represented by cultural influences”. (Johnson: 2002)

= Expenence and Bias

Johnson (2002) states that: “individual experience can be explained in terms of the mental (or
cognitive) models people build over time to help make sense of their situation”. Managers,
therefore, handle problems in the same fashion based, on their past experience. This is an
advantage in that they have comparisons to draw upon and can interpret a situation in the light of
another or else they would handle each situation as if they were experiencing it for the first time.
However, the shortcoming is that this could lead to bias.

= Organisational Culture

Organisational Culture is the: “basic assumptions and beliefs that are shared by members of an
organisation, that operate unconsciously and define in a basic taken-for-granted fashion an
organisation’s view of itself and its enviroment”. (Scott: 1995)

This suggests that strategy does not only evolve from individual experiences but also from a
collective group and organisational experience. This emanates from organisational routines
accumulated over time.

2.4.1.3. Strategy as Ideas

The ideas lens views strategy as the emergence of order and innovation from the variety and
diversity, which exists in and around organisations. New ideas and therefore innovation may
come from anywhere in an organisation, or indeed from stimuli in the world around it. (Hamel
and Prahalad: 1998) The ideas lens draws on the previous lens of experience but differs to the
extent that sensing of the enviroment takes place at all levels of the organisation, not just at the
top. People interpret issues in various ways, based on their personal experiences, which results in
a diverse range of ideas. The greater the diversity of ideas, this will give rise to innovation.
Variety and diversity is fundamental to strategy development and exist in all organisations in the
form of an ever-changing enviroment, different businesses within a corporation, different groups

within businesses and a variety of individuals with different experiences and ideas. This may
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exist at different and different forms and should be encouraged and stimulated rather than over-

controlled.
STRATEGY AS: DESIGN EXPERIENCE IDEAS
Overview / summary Deliberate positioning‘ Incremental  development | Emergence of order and ‘

through rational, analytical,

as the outcome of individual

innovation through variety

structured and directive | and collective experience | and diversity in and around
processes. and the taken for granted. the organisation.
_g
Assumptions about Mechanistic.  hierarchical, | Cultures based on history, | Complex systems of variety
logical legitimacy and past success | and diversity

organisations

Role of top | Strategic decision makers Enactors of their experience | ‘Coaches’,  creators  of

management context and ‘champions’ of
° ideas

Implications for | Change — implementation | Change incremental with | Change incremental but

change of planned strategy resistance to major change | occasionally sudden

Underpinning Economics; decision | Institutional theory; theories | Complexity and

theories sciences of culture; psychology 3evolutionary theories

Table 2.2 — A Summary of the three Strategy Lenses

2.4.2. Understanding the Strategy Development Process

There are various ways in which the strategy of an organisation can be developed and managed.
An understanding of these is highlighted as follows:

2.4.2.1. Strategic Planning Systems

This is a carefully designed approach to managing strategy and involves highly systematised,
step-by-step, chronological procedures involving different areas of the organisation. The overall
advantage of strategic planning claimed within the literature is epitomised by Godiwalla,
Meinhart, and Warde. This is that planning results in a viable match between the changing
internal organisational conditions of the firm and its external environmental variables. The
purpose of this match is to ensure that the plans continuously realign the firm’s objectives and
strategies to the changing conditions, to improve long run performance of the company. In
addition to this overall advantage, several specific advantages are given in the literature, being
classified into those concerned with the planning process and those concerned with the personnel
involved in the planning. Writers such as Stern, Loasby, Hauser and Walker have extracted these

from the literature as follows, from works. Strategic planning allows for the following benefits:
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» Process Advantages

» Provides a structured means of analysis and thinking about complex strategic problems and
therefore creates and enviroment for managers to question and challenge issues they take for
granted.

> It can be used as a mechanism to control by frequently reviewing performance against set

objectives.

Provides a useful means of coordination between corporate and business unit strategy.

Strategic planning allows for effective communication at all levels of the organisation.

The identification and exploitation of future marketing opportunities.

An objective view of management problems.

Major decisions can be more effectively related to established objectives.

Minimisation of affects of adverse conditions and changes.

YV V V V V V VY

The utilisation of planning provides an advantage over competitors.

Personnel Advantages

A\

Helps to integrate the behaviour of individuals in the organisation into a total effort.

» Provides a basis for the clarification of individual responsibilities, giving a contribution to
motivation.

» Gives an encouragement to forward thinking on the part of personnel.

> Stimulates a co-operative, integrated and enthusiastic approach to tackling problems and
opportunities.

» Encourages a favourable attitude to change.

> Gives a degree of discipline and formality to the management of a business function that
would not exist without planning.

2.4.2.2..Strategic Leadership

The development and formulation of strategy is strongly linked to the individual. Johnson (2002)

states that: “a strategic leader is an individual upon whom strategy development and change are

seen as dependent.” In some organisations these individuals are central to strategy formulation as

they maybe the owners or founders of the business, especially in privately owned or family

businesses. It could also be viewed as an individual chief executive who has turned a business

around during times of difficulty and therefore linked to the success of the organisation’s

strategy.

2.4.2.3. Organisational Politics

Strategy in many organisations is sometimes based on the outcome of the bargaining and power

politics that go on between management. There is continual positioning amongst these
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individuals to put forward their views and to control the resources necessary for future success.
According to Buchanan and Boddy (1992), the political view of strategy development is, then,
that the strategies develop as the outcome of processes of bargaining and negotiation among
powerful internal or external interest groups (or stakeholders). This is the world of boardroom
battles often portrayed in film and TV dramas. Such political activity may sometimes get in the
way of thorough and rational analysis and can have a negative impact on strategy development.
2.4.2.4, Logical Incrementalism

In a study of major multinational businesses, Quinn (1995) concluded that the management
process and strategy development could best be described as logical incrementalism. The idea is
that managers see their organisations at a particular position in the future and try to attain this
position incrementally. This is done through building a sound and secure core business and the
experience gained from this is utilised in developing or experimenting with other ventures. Such
experiments are a combined effort of top management, lower management and other subsystems
of the organisation. Effective managers engage in constant environmental scanning and then
make changes to strategy in small-scale steps. Mintzberg (1987) highlights this in his definition
of Jogical incrementalism as: “the deliberate development of strategy by leaming through doing

or the crafting of strategy”.

The envirconment is very fast changing. You can sel a strategic
direction one day and ing Is almost cenain to happen the
next. We do nol have a planning process, which occurs every
two years because the enviconment Is stabie, but a very
dynamic process, which needs {o respond to the unexpecied

{interviews conducted Dy A. Balley)

We haven't stood siiff in the past and | can’t 386 with our present sat-up that we
shall stand still in (he future; but what | really mean is that itis a path of evolution
rather than revoluion. Some companies get a successtul formula and stick to
that ngidly because that is what thay know for example (company x) did not
teally adapt lo chenge, $o they had lo 1ake what was 8 revoiution. ‘W hopefully
have changad graduslly and that's what | think we should do.  We are always
looking for fresh opaaings without going off at a langent. (Exiracts from G-Jonn
san, "Strategic change and the Managemer frocess: 1807)

Kigure 2.3 — Incrementalist Views of Strategic Management — Various Sources
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From the above table we can conclude that managers perceive their jobs as ‘strategists’ who are
continually and proactively pursuing strategic goals, monitoring the actions of their competitors
and adapting to the fast changing enviroment, whilst not ‘rocking the boat too much’, in order to
maintain efficiency and performance. Quinn (1980) himself argues that ‘properly managed, it is
a conscious, purposeful, proactive, executive practice’.

2.4.2.5. The Learning Organisation

This theory of strategy development was popularised by Senge in the 1990s. He argues that
uncertainty and complexity in organisations cannot purely be understood analytically.
Traditional approaches to strategic management are not appropriate in that the enviroment in
which organisations operate in are turbulent and unpredictable and that formalised strategic
planning systems with predetermined objectives may take long periods of time to work through.
The idea that top management can formulate strategies implemented by others is also negated
because they are less in touch with the complex and turbulent enviroment than others in the
organisation. The concept of the learning organisation believes that firms need to be pluralistic
where different and conflicting views are welcomed through healthy debate and discussion.
Experimentation should also be a practice. Informal working relationships need to be developed.
Emphasis needs to be placed on networks of working relationships where new ideas constantly
emerge rather than hierarchies. Rather than formal analysis, there should be more dialogue and
even storytelling. There should also be a political process of bargaining and negotiation in order
for conflict and disagreement to occur. This is generally an outcome of diversity and variety in
organisations, which should not be regarded as a negative aspect of strategy development.
According to Johnson (2002), the learning organisation is one capable of continual regeneration
from the variety of knowledge, experience and skills of individuals within a culture, which
encourages mutual questioning and challenge around a shared purpose or vision.

2.4.2.6. Imposed Strategy

This occurs when forces external to the organisation or agencies, such as government or
regulatory bodies who may dictate a particular course or strategic direction, impose strategy.
This may occur in multinational corporations operating in some countries and maybe subjected
to certain governmental requirements or this may also happen through joint ventures or local
alliances. An operating business within a multidivisional organisation maybe forced to follow the

strategic direction of its parent and this can sometimes be also viewed as imposed strategy if

there is no flexibility.
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DOMINANT
DIMENSIONS

CHARACTERISTICS

RATHER THAN

TYPICAL CONTEXT

Planning
Incrementalism
{Logical
Incrementalism)

Standardised planning procedures
Systematic data collection and analyses
Constant enviornmenial scanning
Ongoing adjustment of strategy
Tentative commitment to stralegy
Step-by-step, small-scall change

Intrusive external
environment
Dominant individuals
Politicat processes
Power groups

Manufacturing and
service sector
organisations

Stable or growing markets
Malure markets

Benign environments

Freedom of choice severely restricted
Political activity likely within organisation
anag between external agencies

Table 2.3 — A Summary of the Strategy Development Process (Source: Cranfield School of

Planning systems
impact on sicategy
development
Influence on strategic
direction mainly by
managers within the

organisation

Incremental Bargaining, negotiation and compromise Deliberate, intentional Professional seivice firms
Cultural amongst conflicling interests of groups process (egg. Consuitancy or law
Political Groups with control over critical resources | Well-defined proceduces | firms)
more likely o influence sirategy Analytical evaluation Unstable, turbulent
Standardised ‘ways of doing things' and planning environment
Roulines and procedures embedded in Deliverate managesrial New and growing markets
organisational hislory intent
Gradual adjustments to strategy
Imposed Strategy is imposed by extemnal forces Strategy detennined Public sector
Political (eg.) Legislation, parent organisation) within the organisation organisations, larger

manufacturing and
financial seivice
subsidiaries
Threalening, declining,
unstable and hostile
environments

Management — Based on a survey of perceptions of the Strategy Development Process.

2.4.3. Implications for Strategy Development

cmu:ir:l alnd Learning and
politica logical
processes L incrementalisation
4
imposed
strategy
Intended ‘} x Realised '
strategy F strategy !
I |
| Unrealised |
strategy

Figure 2.4 — Strategy Development Routes
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2.4.3.1. Intended and Realised Strategy

An intended strategy is strategic direction, which has been deliberately formulated or planned by

managers or by a strategic leader. The implementation of the intended strategy is also planned in

terms of resource allocation, control systems, organisational structure and so on. Mintzberg and

Waters (1985) stated that strategy here is conceived of as a deliberate, designed process of

development and implementation. A realised strategy is the strategy actually being adhered to by

the organisation.

» ROUTE 1 - Intended strategy as described by Mintzberg

= ROUTE 2 — An intended strategy much of which is does not come about or is only partially
realised. This happens because people in the organisation do not believe in the strategy and it
becomes unstuck, the plans are unworkable or due to changes in the enviroment the plan is
no longer workable.

= ROUTE 3 - Strategies imposed on an organisation.

* ROUTE 4 - An emergent strategy exists when strategy is regarded as the long-term direction
of the organisation and develops over time and is based on the experience of those involved
i.e. individual or collective and organisational culture. Different views are reconciled through
negotiation and political activity, or by doing things as they were originally done. Emergent
strategy can also take the form of logical incrementalism or learning.

= ROUTE $ - Through planning, the progress and efficiency of strategy can be monitored. It is
a proactive way of influencing strategic direction.

Managers need to consider that a gap may arise between what top managers think the strategy is

or should be i.e. the intended strategy and what should actually happen in practice as defined in

the strategic plan .e. the realised strategy.

2.4.3.2. Strategic Drift

Historical studies of organisations conducted by Mintzberg and Waters have shown the

prevalence of processes that lead to emergent strategy. There are long periods of relative

continuity during which established strategy remains largely unchanged or changes

incrementally, and then there are periods of flux in which strategies change but with no clear

direction. When there is fundamental change in strategic direction but takes place less frequently,

this is known as transformational change. Romanelli and Tushman (1994) state that: “A

punctuated equilibrium arises when strategies develop incrementally with periodic

transformational change”. The influence of the paradigm and ‘the way we do things around

here’ implies that when the organisation is put under pressure due to changes in the enviroment,

managers try to minimise any ambiguity or uncertainty by looking for things that are familiar.
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Enviromental change may not be gradual enough for incremental change to keep up with and if
such incremental change lags behind changes in the envirorunent then more transformational
change is required. Another problem is that organisations may become complacent and react
only to their enviroment and fail to create new opportunities or innovate. Strategic change may
therefore become difficult to manage because it requires action outside the scope of the paradigm
or culture. This will also entail that management will need to adjust their ways of doing things.
Managers are more likely to deal with the situation jn the way they understand it to be and under

the existing paradigm. This is illustrated in the figure below.

| .
Implementation

r 3

if
\ unsatisfactory

?‘u‘;gn;r control J’—‘—‘

Figure 2.5 — The Dynamics of Paradigm Change (Source: Adapted from Grinyer,P &
Spender,J.C. 1979 Turnaround: Managerial recipes for success. Associated Business Press.
Page 203)

1f managers are faced with a situation, such as decline in performance, they will follow a course
of action to improve the implementation of existing strategy. They begin by tightening controls.
If this does not work, they could then change the strategy, but still in keeping with the existing
paradigm. For example, managers may seek to extend the market for their business, and assume
that the conditions are the same as the existing market, and therefore control and manage it in the
same way, Even though they realize they need to adapt, they maybe constrained by
organisational routines, assumptions and political processes. This may continue unti! the existing
paradigm becomes completely redundant. In such a situation, according to Miller (1990)
strategic drift arises which occurs when the organisation’s strategy gradually moves away from
relevance to the forces at work in its enviroment. There is a tendency, known as the Icarus

Paradox - for businesses to become victims of the very success of their past.
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2.4.33. Strategic Management in Uncenainty and Complexity

Figure 2.6 — Strategy Development in Enviromental Contexts (Source: Duncan R, 1972
Characteristics of organisational environments and perceived environmental uncerininiy.
Administrative Science Quarterly. Vol 17, No, 3, page 313-327)

According to research conducted by Duncan (1972}, since one of the main problems of strategic

management is coping with uncertainty, it is useful 10 consider this issue in terms of

organisations (acing different contexis,

In simple/static conditions, there i3 no significant change in the enviroment. lechnology and
processes are straightforward and, competiion and markels remain the same. Enviromental
changes are usually predictable, Future conditions maybe forecasted using historical data.

In dynamic conditions, there is a high degree of uncertainty and managers need to consider
the enviroment of the future not just the past. The future maybe analysed in structured wiays
such as scenario planning. Change should be seen as normal and not caught in beauracracies,
Conditions necessary 10 stimulale individuals to be intuitive, creative and challenging in their
outlook on possible futures such as the learning organisation

In complex conditions, organisations face environmenis that are difficult to predict and
understand. In dealing with such environments. lop management needs to récognise that
specialists throughout the organisation know more about the enviroment in which the
organisation operates and their views need 1o be considered as well. Their strategic

competence based on experience may résult in competitive advantage.



2.4.4. Benefits of a Well-Defined Strategy

“Galileo was nearly burned as a heretic for saying the earth went round the sun. His dangerous
thinking had huge ramifications for the established order and was a threat to tradionalists”
Strategy also poses the challenge of finding powerful new ideas about the industry and managing
the implications of those ideas. (Loewen: 1999).

In order to survive in today’s competitive world, an organisation needs to move constantly
forward and create its own future before someone else does. Therefore, a well-defined strategy
provides the following advantages to an organisation:

* To Control the Future:

Reality check against altering market environments.

Make sense of implacable issues that the organisation must deal with.

Know how to change the route of the organisation.

YV V V VY

Strengthen your location in the industry to make entry less attractive for new competition.

To focus People:

Clarifies business purpose.

Defines opportunities and stumbling blocks.

Forces managers to pull their scattered thinking into a meaningful framework.
Focuses on critical areas of the business — highlights weak divisions.
Improves growth and profit.

Sets priorities in service delivery, products and skill development.

VvV V. V V V V VY

Creates a corporate framework for budgets.

To grow leadership skills:

v

Improve the collective IQ of the business.

A\

Develop management capacity to think and act — a critical path of any executive development
program.

> Educates people to think holistically by using strategy exercises.

To improve communication:

Improves communication across functional divisions and aligns thinking.

Y VY

Improves co-ordination and inspires co-operation.

To regain entrepreneurial spirit:
Rejuvenate people and increase motivation.
Energies the passion for ‘doing things right’.

Gain the co-operation of employees.

YV V V V

Revitalise customer focus and product/service offerings.
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2.4.5. Strategy Making Pyramid for a Single Business Company

Most organisations have decisions to make about what business approaches to take and what new
moves to initiate. These decisions should involve senior executives in the corporate office, heads
of business units and product divisions and, the heads of major functional areas (manufacturing,
marketing and sales, finance, human resources). According to Thompson and Strickland (2001),
in single business organisations, there are three levels of strategy making. These include business

strategy, functional strategy and operating strategy.

Responsibility of
executive-level
managers

e

Two-way

Responsibility of heads
of major functional <«—
activities within a
business

Two-way

Responsibility of plant
managers, geographic
unit managers, «—
and lower-level
supervisors

Figure 2.7 - The Strategy-Making Pyramid for a Single Business Company (Adapted from
Thompson & Strickland: 2001)
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EHorts 10 build compettive

advantage

« lower cost refative 10 rivals?

»  Adiflerent or benes product
offering compared 1o rivals?

Planned, proactve moves 10 out
compete fivais (befter product
design, adked features, improved
quality or service, better &-
commerce capabilities supenor
technolopies, wider predua lines,
and so on.

.

Moves 10 respond and reac
1o changing conditions in the
microenvironment and in
industry and compelitive

«  Superior ability 10 serve @ conditions
market niche of spedific
group of buyers Scope of
geographic

coverage

RAD, ocal, ioral,
Feahmology, ——* am
englneering mulinational, or
strategy global)

Supply chaln / . Collaborative

management pannerships

strategy anad straegic

/' alliances with
others

Manufacturing
strategy

Sales, /

markating,
promotlon,
and
digtribistion

strategles

/

Human
resources

strategy

I

Flnanclal

strategy

Figure 2.8 — Identifying Strategy for a Single Business Company (Adapted from Thompson
& Strickland: 2001)

2.4.5.1. Business Strategy

Thompson and Strickland (2001) said that business strategy refers to the managerial game plan

and is mirrored in the pattern of approaches and moves crafted by management to produce

successful performance in one specific line of business. For a single business company corporate

and business strategy are the same. Figure 2.8. outlines the key elements of business strategy.

The underlying issues surrounding business strategy include:

* How to build and solidify the organisation’s long-term competitive position in the
marketplace.

= Responding to changes in the industry, economy, the regulatory and political arena and other
areas of importance.

= Developing competitive strategies and market approaches that will lead to sustainable
competitive advantage.

= Building core competencies and capabilities

* Creating unification in the strategies of the different functional areas

* Addressing specific strategic issues facing the organisation.
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Thompson and Strickland (2001) believe that having superior internal resource strengths and
competitive capabilities is an important way to outcompete rivals. Distinctive competencies will
result in leading-edge product innovation, higher technological process know how, expertise in
defect-free manufacturing, specialised marketing and merchandising competence, superior e-
commerce capabilities, better customer service, or any other competitively valuable strength in
creating, producing, distributing, or marketing the company’s product and service. The
responsibility of business strategy is in the hand of the leader of the business, who is accountable
for the strategy and the results it produces.

2.4.5.2. Functional Strategy

According to Thompson and Strickland (2001), functional strategy refers to “the managerial
game plan for running a major functional activity or process within a business — research and
development (R&D), production, marketing, customer service, distribution, finance, human
resources and so on; a business needs as many functional strategies as it has major activities”.
The aim of functional strategy is to establish and enhance specific competencies in order to
strengthen the firm’s overall market position. Functional strategy must support business strategy.
The responsibility of developing fuﬁctional strategy lies in the hands of the functional
department heads and process managers who must also work closely with key subordinates. This
must also be done in conjunction with the managers of the other functions and processes and the
business head. Compatible, collaborative, mutually reinforcing functional strategies are essential
for the overall business strategy to be successful. If there is no coordination on strategy, it can
lead to conflicting strategies.

2.4.5.3. Operating Strategy

Thompson and Strickland (2001) state that operating strategy concerns the even narrower
strategic initiatives and approaches for managing key operating units (plants, sales districts,
distribution centers) and for handling daily operating tasks with strategic significance
(advertising campaigns, materials purchasing, inventory control, maintenance, shipping). Lead
responsibility for operating strategies lies with the front-line managers in consultation with
higher-ranking managers. Operating strategy is of great importance in manufacturing
organisations. If these organisations fail in their strategy to achieve production volume, unit cost

and quality targets, this could adversely impact on the company’s strategic efforts to build a

quality image with customers.
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2.5. Establishing Company Direction through Vision, Mission and Setting of Objectives

Strategic vision is a prerequisite to strategic leadership. According to Thompson and Strickland

(2002), there are three major tasks in formulating a strategic vision:

* A mission statement that defines what business the company is presently in and conveys in
quintessence of ‘who the company is’, ‘what they do’ and ‘where they are now’.

= Through the mission statement the long-term direction of the organisation is mapped out,
stating ‘where they are going’, and planning the strategic pathway.

= ]t is imperative that an effective communication strategy must highlight the vision in clear

and unambiguous ways that capture peoples’ attention.

2.5.1. Demystifying Vision

“A well conceived vision statement serves like a set of architectural drawings to give structure

to ideas” (Lipton,M: 1997). A vision serves as a roadmap for companies as they move through

rapid change. Transformation efforts frequently fail through lack of clear vision. Performance

measures such as profit return on shareholder equity, employee turnover and the rate of new

product development improve when visions are used as strategic tools to manage culture.

2.5.1.1. What is a vision?

According to Lipton (1997), a vision must focus on the future and serve as a concrete

foundation, an enduring promise. Vision is long term and unlike goals and objectives it does not

fluctuate from year to year. A vision should radiate to people the feeling that their lives and

work are intertwined and moving towards prioritised goals.

A vision statement fulfills two useful functions:

= First, it provides an integration of a formless collection of goals, dreams, challenges, and
ideas.

* Second, it serves as the constitution for the organisation. People respond to vision when it is
viewed as long lasting commitment, made in writing.

A shared vision motivates individuals by helping them relate to the purpose of the organisation.

People need to fee] that they are contributing to a worthwhile venture, and a vision enables them

to realise their contribution to the larger picture. A shared vision provides a context for decision-

making. As organisations become leaner and flatter, decentralised decision-making occurs. An

effectively communicated vision results in job satisfaction, commitment, loyalty, esprit de corps,

and clarity about the organisation’s values, pride, productivity, and encouragement.
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2.5.1.2. Elements of a Strategic Vision

Lipton (1997) suggests that the visions of highly effective organisations communicate three

messages or themes: the mission or purpose, the strategy for achieving the mission, and

elements of the culture that seem necessary to achieve the mission and support the strategy.

VISION = MISSION + STRATEGY + CULTURE

=  Mission — The mission addresses the issue of why an organisation exists and why it is in
business. It also defines the stakeholders and what they expect.

= Strategy — In order for a mission to exist there must be a strategy in place in terms of what
the organisation hopes to accomplish. The strategy must define the core competencies or
competitive advantage that the organisation has or plans to develop. This is linked to
strategic positioning i.e. the organisation’s position in relation to its competitors.

» Culture — When people understand the desired culture - the values that support the purpose
and strategy - they know what is expected of them.

2.5.2. Transforming the Vision into a Mission Statement

“Corporate mission statements ....are the operational, ethical and financial guiding lights of
companies. They are not simply mottoes and slogans; they articulate the goals, dreams,
behaviour, culture, and strategies of companies” (Jones and Khaner: 1996: page ix)

2.5.2.1. What is a mission statement?

A mission statement provides a sense of direction, focus, and unity, and in Chester Barnard’s
words, “a spirit that overcomes the centrifugal forces of individual interest or motives”
(Bamard: 1968: page 283). It contains both a cultural and strategic purpose. Strategically, the
mission statement is a tool that defines a company’s business and target market. Culturally, the
mission statement serves as the “glue” that binds the organisation together through shared values
and sta