UNIT 3 STRATEGIC FRAMEWORK

Objectives

After studying this unit, you should be able to:

[ understand the meaning of intent and vision;

[ understand the issues related to core values and core purpose;

[ know the concept of mission and its characteristics;

[ appreciate the process of formulating mission statements,

| discussthe characteristics, need and issues with respect to objectives,; and

| distinguish the concepts of vision and mission, objectivesand goals, intent and
vision etc.
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3.1 INTRODUCTION

Strategies areinvolved in the formulation, implementation and eval uation of process.
Thehierarchy of strategic intent laysthe foundation for strategic management process.
The process of establishing the hierarchy of strategic intent isvery complex. Inthis
hierarchy, the vision, mission, business definition and objectives are established.
Formulation of strategiesis possible only when strategic intent isclearly set up. This
step ismostly philosophical in nature. It will have long term impact on the
organization.

3.2 STRATEGICINTENT

Thefoundation for the strategic management islaid by the hierarchy of strategic
intent. The concept of strategic intent makes clear WHAT AN ORGANISATION
STANDS FOR, Harvard Business Review, 1989 described the concept in itsinfancy.
Hamed and Prahalad coined the term strategic intent. A few aspects about strategic
intent are asfollows:

[ It isan obession with an organization.
[ This obession may even be out of proportion to their resources and capabilities.
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[ It envisionsaderived leadership position and establishesthe criterion, the
organization will useto chart its progress.

[ Itinvolvesthefollowing:
[ Creating and Communicating avision
[ Designing amission statement
[ Defining the business
[ Setting objectives
Vision servesthe purpose of stating what an organization wishesto achieveinthe
long run.
Mission relates an organization to society.

Business explains the business of an organization in terms of customer needs,
customer groups and alternative technologies.

Objectives state what is to be achieved in agiven time period.

[ The strategic intent concept al so encompasses an active management process that
includesfocussing the organization’ s attention on the essence of winning.

[ The concept of stretch and leverageisrelevant in this context.

Stretch isamisfit between resourcesand aspirations.

L ever age concentr ates, accumulates, conser vesand recover sresour cessothat a
meagreresour ce base can bestretched. L everagereducesthe stretch and focusses
mainly on efficient utilization of resour ces.

[ The strategic fit matches organi zational resources and environment. This
positionsthefirm by ng organi zational capabilitiesand environmental
opportunities.

[ Under fit, the strategic intent would seem to be more realistic.

[ It ishierarchy of intentions ranging from aboard vision through mission and
purpose down to specific objectives.

3.3 VISION

Itisat thetop inthe hierarchy of strategic intent. It iswhat the firm would ultimately
liketo become. A few definitionsare asfollows:

Kotter “description of something (an organization, corporate culture, abusiness, a
technology, an activity) inthe future. The definitionitself iscomprehensive and states
clearly thefuturistic position.

Miller and Dess defined vision asthe “ category of intentions that are broad, all
inclusive and forward thinking”

Thedefinition lays stresson the following:

[ broad and all inclusive intentions;

[ visionisforward thinking process.

A few important aspectsregarding vision are asfollows:
| It ismore of adream than articulated idea.

[ It is an aspiration of organization. Organization has to strive and exert to
achieveit.

[ It is powerful motivator to action.

[ Vision articulates the position of an organization which it may attain in distant
future.
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Thisisthe process of creating vision. It isadifficult and complex task. A well
conceived vision must have:

[ Coreldeology
[ Envisioned Future

Coreldeology will remain unchanged. It has the enduring character. It consists of
core values and core purpose. Core values are essential tenets of an organization. Core
purposeisrelated to the reasoning of the existence of an organization.

Envisioned Futurewill basically deal with following:

[ Thelong term objectives of the organization.
[ Clear description of articulated future.

Advantages of having a Vision

A few benefits accruing to an organization having avision are asfollows:

[ They foster experimentation.

[ Vision promoteslong term thinking.

[ Visionsfoster risk taking.

[ They can be used for the benefit of people.

[ They make organi zations competitive, original and unique.

[ Good vision represent integrity.

[ They areinspiring and motivating to people working in an organization.
Appendix 1 gives an example of vision and mission of Reliance Technology Centre so
asto develop an understanding of the concept of vision in the corporate world.
Activity 1

1. Whatisenvisioning?

2. What isstrategic intent? Discuss the concept giving an example from the
corporate world.

3. Explainthe concept of leverage stretch and fit.

33



Introduction to Strategic
M anagement

34

34 CORE VALUESAND CORE PURPOSE

Initial reference of these two termswere given in section 3.3. These concepts are very
important in the process of envisioning. Collins and Porras have devel oped this
concept for better philosophical perspective. As has already been discussed, awell
conceived vision consists of coreideology and envisioned future. Coreideology rests
on core values and core purpose.

CoreValuesaretheessential and enduring tenetsof an organization. They may
be beliefs of top management regarding employeeswelfare, costumer’s interest and
shareholder’swealth. The beliefs may have economic orientation or social orientation.
Evidences clearly indicate that the core values of Tata's are different from core values
of Birla'sor Reliance. The entire organi zation structure revolves around the
philosophy coming out of core values.

Core Purposeisthereason for existence of the organi zation. Itsreasoning needsto be spelt.
A few characteristics of core purpose are asfollows:

i) Itistheoveral reason for the existence of organization.
i) Itiswhy of an organization.

iii) Thismainly addressesto theissue which organization desiresto achieve
internaly.

iv) Itisthebroad philosophical long term rationale.
v) Itisthelinkage of organization with its own people.

Activity 2
1. Whatiscore purpose? How isit different from core value?

2. Giveexamplesof two companieswith respect to core purpose and core values.

35 MISSION

The mission statements stage the rol e that organization playsin society. It is one of the
popular philosophical issue whichisbeing looked into business managers since | ast
two decades.

Definition
A few definitions of mission are asfollows:

Hynger and Wheelen “ purpose or reason for the organization’s existence.

David F. Harvey states“ A mission providesthe basis of awareness of a sense of
purpose, the competitive environment, degreeto which thefirm’smissionfitsits
capabilities and the opportunities which the government offers.
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particularly why it isin existence, the nature of the businessit isin, and the customers
it seeksto serve and satisfy.

The above definition reveal sthefollowing:

i) Itistheessential purpose of organization.

i) Itanswers” why the organizationisin existence”.

iii) Itisthe basisof awareness of a sense of purpose.

iv) It fitsits capabilities and the opportunities which government offers.

Nature
A few points regarding nature of mission statement are asfollows:

[ It gives social reasoning. It specifiesthe rolewhich the organization playsin
society. It isthe basic reason for existence.

[ Itisphilosophical and visionary and relates to top management values. It has
long term perspective.

[ It legitimises societal existence.

[ It has stylistic objectives. It reflects corporate phil osophy, identity, character and
image of organization.

Characteristics

In order to be effective, amission statement should possesthefollowing characteristics.

i) A mission statement should berealistic and achievable. Impossible statements
do not mativate people. Aims should be developed in such away so that may
becomefeasible.

i) It should neither be too broad nor be too narrow. If it isbroad, it will become
meaningless. A harrower mission statement restrictsthe activities of
organization. The mission statement should be precise.

iii) A mission statement should not be ambiguous. It must be clear for action.
Highly philosophical statements do not give clarity.

iv) A mission statement should be distinct. If it isnot distinct, it will not have any
impact. Copied mission statements do not create any impression.

v) Itshould have societal linkage. Linking the organization to society will build
long term perspective in abetter way.

vi) It should not be static. To cope up with ever changing environment, dynamic
aspects belooked into.

vii) It should be motivating for members of the organization and of society. The
employees of the organi zation may enthuse themsel ves with mission statement.

viii) Themission statement should indicate the process of accomplishing objectives.
The cluesto achieve the mission will be guiding force.

Examples of Mission Statement

A few examples of mission statement (academically not accepted) are asfollows:
[ IndiaToday “ The complete new magazine”.

[ Baja Auto, “Value for Money for Years'.

[ HCL, “ To be aworld class Competitor”.

[ HMT, “ Timekeepers of the Nation”. 35
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Some experts argue that these are the publicity slogans. They are not mission
statements. A few other examples are asfollows:

Ranbaxy Industries“ To become aresearch based international Pharmaceuticals
Company”.

Eicher Consultancy “ To make India an economic power in the lifetime, about 10 to 15
years, of itsfounding senior managers.”

Formulation of Mission Statements

The mission statements are formul ated from the following sources:

i)  National Priorities projected in plan documents and industrial policy statements.
ii)  Corporate philosophy as developed over theyears.

iii) Magjor strategists have vision to develop mission statements.

iv) Theservicesof consultants may be hired.

Mission vs Purpose

The term purpose was used by some strategists. At some places, it was used as
synonymousto mission. A few major points of distinction are asfollows:

i)  Missionisthe societal reasoning whilethe purposeisthe overall reason.

ii) Missionisexternal reasoning and relatesto external environment. Purposeis
internal reasoning and relatesto internal environment.

iii) Missionisfor outsiderswhile purposeisfor its own employees.

Activity 3

1. Distinguish between Mission and Purpose.

2. Explaintheessentialsof Mission statement.

3. Formulate Mission statements of any two organizations of your choice.
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3.6 BUSINESSDEFINITION

It explains the business of an organization in terms of customer needs, customer
groups and alternative technologies.

Oerik Abell suggests defining business along the three dimension of customer
groups. Customer functions and alternative technologies. They are developed as
follows:

i)  Customer groups are created according to the identity of the customers.
if)  Customer functions are based on provision of goods/servicesto customers.

iii)  Alternative Technol ogies describe the manner in which aparticular function can
be performed for acustomer.

For awatch making business, these dimensions may be outlined asfollows:

[ Customer groups areindividual customers, commercial organizations, sports
organizations, educational institutions etc.

[ Customer functions are record time, finding time, alarm service etc. It may bea
giftitem also.

[ Alternativetechnol ogies are manual, mechanical and automatic.

A clear businessdefinitionishelpful inidentifying several strategic choices.

The choicesregarding various customer groups, various customer functionsand
alternative technol ogies give the strategists various strategic alternatives. The
diversification, mergersand turnaround depend upon the business definition.
Customer oriented approach of business makes the organization competitive.

On the same lines, product/ service concept could also give strategic alternatives
from adifferent angle. Business can be defined at the corporate or SBU levels.
At the corporate level, it will concernitself with the wider meaning of customer
groups, customer functions and alternative technologies. If strategic alternatives are
linked through abusiness definition, it resultsin considerable amount of synergic
advantage.

3.7 OBJECTIVESAND GOALS

Objectivesrefer to the ultimate end results which are to be accomplished by the
overall plan over aspecified period of time. The vision, mission and business
definition determine the business philosophy to be adopted inthe long run. The goals
and objectives are set to achieve them.

Meaning
[ Objectives are openended attributes denoting afuture state or out come and are

stated in general terms.

[ When the objectives are stated in specific terms, they become goalsto be
attained.

[ In strategic management, sometimes, adifferent viewpoint istaken.

[ Goal s denote abroad category of financial and non-financial issuesthat afirm
setsfor itself.

[ Objectives are the endsthat state specifically how the goals shall be achieved.

[ It isto be noted that objectives are the manifestation of goalswhether
specifically stated or not.
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Differencebetween abjectivesand goals
The points of difference between thetwo are asfollows:

[ The goals are broad while objectives are specific.

[ The goalsare set for arelatively longer period of time.
[ Goalsare moreinfluenced by external environment.

[ Goalsare not quantified while objectives are quantified.

Broadly, it ismore convenient to use one term rather than both. The difference
between the two issimply amatter of degree and it may vary widely.

Need for Establishing Objectives
Thefollowing points specifically emphasize the need for establishing objectives:

[ Objectives provideyar dstick to measur e per for mance of adepartment or SBU
or organization.

[ Objectives serve asamaotivating for ce. All peoplework to achievethe
objectives.

[ Objectives help the organization to pur sueitsvision and mission. Long term
perspectiveistranslated in short-term goals.

[ Objectivesdefinetherelationship of organization with internal and external
environment.

[ Objectivesprovideabasisfor decision-making. All decisionstaken at all levels
of management are oriented towards accomplishment of objectives.

What Objectives should be set?

According to Peter Druker, objectives should be set in the area of market standing,
innovation productivity, physical and financial resources, profitability, manager
performance and devel opment, worker performance and attitude and public
responsibility. Researchers have identified the following areasfor setting objectives:

Profit Objective: It isthe most important objective for any business enterprise. In
order to earn aprofit, an enterprise has to set multiple objectivesin key result areas
such as market share, new product development, quality of service etc. Ackoff calls
them performance objectives.

M arketing Objective may be expressed as. “to increase market share to 20 percent
within five years’ or “to increase total sales by 10 percent annually”. They arerelated
to afunctional area.

Productivity Objective may be expressed in terms of ratio of input to output. This
objective may also be stated in terms of cost per unit of production.

Product Objective may be expressed in terms of product development, product
diversification, branding etc.

Social Objective may be described interms of social orientation. It may betree
plantation or provision of drinking water or development of parks or setting up of
community centers.

Financial Objectiverelatesto cash flow, debt equity ratio, working capital, new
issues, stock exchange operations, collection periods, debt instruments etc. For
example acompany may state to decrease the collection period to 30 days by the end
of thisyear.



Human resour ce Objective may be described in terms of absenteeism, turnover, Strategic Framework
number of grievances, strikes and lockouts etc. An example may be “to reduce
absenteeism to less then 10 percent by the end of six months”.

Characteristics of Objectives

Thefollowing are the characteristics of corporate objectives:

i)  They formahierarchy. It beginswith broad statement of vision and mission and
endswith key specific goals. These objectives are made achievable at the lower
level.

i) Itisimpossibleto identify even one major objectivethat could cover al
possibl e relationships and needs. Organi zational problemsand relationship
cover amultiplicity of variablesand cannot beintegrated into one objectives.
They may be economic objectives, social objectives, political objectivesetc.
Hence, multiplicity of objectivesforcesthe strategiststo balance those
diverseinterests.

iii) A specifictimehorizon must belaid for effective objectives. Thistimeframe
helps the strategiststo fix targets.

iv) Objectivesmust bewithin reach and isalso challenging for the employees.
If objectives set are beyond the reach of managers, they will adopt a
defeatist attitude. Attainable objectives act asamotivator in the
organi zation.

v)  Objectivesshould beunder standable. Clarity and simplelanguage should bethe
hallmarks. Vague and ambiguous objectives may lead to wrong course of action.

vi) Objectives must be concrete. For that they need to be quantified.
M easurabl e objectives hel p the strategists to monitor the performancein a
better way.

vii) Thereare many constrantsinternal aswell as external which haveto be
considered in objective setting. Asdifferent objectives competefor scarce
resources, objectives should be set within constraints.

Process of Setting Objectives

Glueck identifies four factorsthat should be considered for objective setting. These
factorsare: the forcesin the environment, realities of an enterprise’sresources and
internal power relations, the val ue system of top executives and awareness by the
management of the past objectives. They are briefly narrated bel ow:

i)  Environmental forces, bothinternal and external, may influence theinterests of
various stake holders. Further, these forces are dynamic by nature. Hence
objective setting must consider their influence onits process.

i)  Asobjectivesshould berealistic, the efforts be made to set the objectivesin such
away so that objectives may become attainable. For that, existing resour ces of
enterpriseand internal power structurebe examined carefully.

iii) Thevaluesof thetop management influence the choice of objectives. A
philanthropic attitude may lead to setting of socially oriented objectiveswhile
economic orientation of top management may force them to go for profitability
objective.
iv) Pastisimportant for strategic reasons. Organizations cannot deviate much from
the past. Unnecessary deviationswill bring problemsrelating to resistance to
change. Management must under stand the past so that it may integrate its
objectivesin an effective way.
39
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M anagement
1. For acompany of your choice, apply the concept of business definition.

2. Select any organization of your choice. You formulate vision, business
definition, mission, objectives, core purpose and core val ues.

3.8 SUMMARY

Strategic intent refersto the purpose for which the organization strivesfor. Itisthe
philosophical framework of strategic management process. The hierarchy of strategic
intent coversthe vision and mission, business definition and the goal s and objectives.
Stretch is misfit between resources and aspirations. Leverage stretchesthe meagre
resource base to meet the aspirations. The fit positionsthe firm by matching its
organizational resourcesto its environment. Vision constitutes future aspirations. This
articulates the position that a firm would like to attain in the distant future.

Mission isthe social reasoning of organization. It has external orientation. It
legitimizes social existence.

Business definition explains the business of an organization in terms of customer
needs, customer groups and alternative technologies goal denote abroad category of
issueswhich afirm setsfor itself. Objectives are the ends that state specifically how
the goals shall be achieved. Overall thisunit triesto give aview of strategic intent asa
whole.

3.9 KEY WORDS

BusinessDefinition  : It explainsthe business of an organization in terms of
customer needs, customer groups and alternative
technologies.

CorePurpose . Itisthereason for organization’s existence.
CoreValues . Itisthe essential and enduring character of organization.

Goals ;A broad category of financial and non financial issuesthat
afirm setsfor itself.

Mission . Itisthe social reasoning of organization. It links
organization to society.

Objectives . What isto be achieved in agiven time period. They arethe
manifestation of goals.

Strategic I ntent . It makes clear what an organization stands for.

40 Vision : What an organization wishesto achieve in thelong run.
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310 SELF ASSESSMENT QUESTIONS

1) Whatisstrategic intent? Discuss the concept of leverage, stretch and fit with
respect to business organization.

2) Whatismission?How isit different from purpose? Discuss the essentials of a
mission statement.

3) Stagefivemission statements of big companiesin Indiaand review them
critically.

4) Explainthethree dimensions of abusinessdefinition. Illustrate.
5) What are objectives? How arethey set? State the characteristics of objectives.
6) How will you set objectivesfor alarge organization? Assumeimaginary details.
7) Explainthefollowing:

a) CoreVaue

b)  CorePurpose

c) Leverage

8) Visit two companies of your choice and collect the detailsregarding hierarchy of
strategic intent.
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Appendix 1
RELIANCE TECHNOLOGY CENTRE

Reliance Industries Limited isthe largest private sector in Indiaand isthe
second largest manufacturer of polyster in the world. Reliance Technology
Centrewas set up in 1997 and presently is engaged in manufacturing PET
homo and co-polymer fibres. Thefollowing isthe vision and mission of the
company.

VISION

To establish a centre of excellence for research and development in PET homo
and copolymer fibres and resins through disciplined, motivated and time bound
execution of projects;

To create an environment conduciveto intellectual growth, efficient flow of
information and accountability in order to achieve aproductive and sustained
phase of research activities;

To closely interact with the business group companies and technical for short,
medium and long-term quality and processissues;

To thrive to become a catalyst to the growth of company’s polyster business;
Toleverage synergy between Reliance' sPET, polymersand fibreintermediate
business;

To create, maintain and pursue strategic research alliance for top end research
activities.

MISSION
To achieve’ Global leadership in polymers, fibresand resin businesses .

Source: www.ril.com



