
Understanding Strategic Management

Key concepts, processes, and tools for guiding an organization toward long?term success

1. What Is Strategic Management?

Element Description

Definition
The systematic analysis, planning, implementation, and control of actions that enable

an organization to achieve its long?term objectives.

Purpose
Align resources and capabilities with external opportunities and threats, creating

sustainable competitive advantage.

Scope
Encompasses the entire organization—from corporate?level vision to functional?level

execution.

2. Core Components of the Strategic Management Process

1. Environmental Scanning

External analysis: PESTEL (Political, Economic, Social, Technological, Environmental,

Legal), industry forces (Porter’s Five Forces), market trends, competitor profiling.

Internal analysis: Resource?based view (VRIO framework – Value, Rarity, Imitability,

Organization), core competencies, financial health, culture.

2. Strategy Formulation

Mission & Vision – Clarify purpose and desired future state.

Goals & Objectives – Set SMART (Specific, Measurable, Achievable, Relevant, Time

?bound) targets.

Strategic Options – Generate alternatives (e.g., cost leadership, differentiation, focus,

diversification).

Choice & Prioritization – Use tools such as SWOT, TOWS matrix, BCG growth?

share matrix, and scenario planning to select the most viable path.

3. Strategy Implementation
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Structure & Governance – Align organizational design (e.g., divisional, matrix) with

strategy.

Resource Allocation – Budgeting, capital investment, talent deployment.

Leadership & Culture – Communicate vision, motivate employees, embed strategic

values.

Operational Plans – Translate strategic goals into actionable projects, KPIs, and

timelines.

4. Strategy Evaluation & Control

Performance Measurement – Balanced Scorecard (financial, customer, internal

process, learning & growth perspectives).

Feedback Loops – Regular reviews, variance analysis, corrective actions.

Strategic Audits – Periodic assessment of alignment, risk, and emerging

opportunities.

3. Major Strategic Levels

Level Focus Typical Decisions

Corporate
Overall scope & direction of the

whole organization

Portfolio diversification, mergers &

acquisitions, vertical integration

Business

(Competitive)

How to compete in a specific

market

Cost leadership vs. differentiation,

market positioning, pricing strategy

Functional/Operational
Execution within departments

(marketing, finance, HR, R&D)

Process improvements, technology

adoption, talent development

4. Key Analytical Tools

Tool When to Use What It Reveals

PESTEL
Early environmental

scan

Macro?environmental forces shaping

opportunities/threats

Porter’s Five

Forces
Industry analysis Competitive intensity & profitability potential
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Tool When to Use What It Reveals

SWOT / TOWS Strategy formulation
Internal strengths/weaknesses vs. external

opportunities/threats

VRIO Internal resource audit
Whether resources can be a source of sustained

advantage

BCG Matrix Portfolio management
Classification of business units (Stars, Cash Cows,

Question Marks, Dogs)

Value Chain

Analysis

Cost/ differentiation

assessment
Primary & support activities that create value

Balanced

Scorecard
Performance monitoring Holistic
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