CRIC Business Strategy – Lecture 4 
A mission statement is a brief statement of the purpose of a company, religious group or organization. Companies sometimes use their mission statement as an advertising slogan, but the intention of a mission statement is to keep members and users aware of the organization's purpose. In the case of public commercial companies, the primary purpose must always be to uphold the interests of shareholders, whatever the mission statement.
The following elements can be included in a mission statement. Their sequence can be different. It is important, however, that some elements supporting the accomplishment of the mission be present and not just the mission as a "wish" or dream.

· Purpose and values of the organization 

· Which business the organization wants to be in (products or services, market) or who are the organization's primary "clients" (stakeholders) 

· What are the responsibilities of the organization towards these "clients" 

· What are the main objectives supporting the company in accomplishing its mission 
Today we want to really focus on:
· Strategic management is a process 

· through which organizations analyse and learn 

· from their internal and external environments, 

· establish strategic direction, 

· create strategies that are intended to move the organization in that direction, and 

· implement those strategies, 

· all in an effort to satisfy key stakeholders”

[image: image1.emf]Linking Purpose to Action

Adapted from Harrison (2003: 37) and De Wit & Meyer (2005: 5)

Organisational 

Purpose

Vision, Mission, 

Ethics

Strategy Process

Strategy Content

Business Definition, 

Competitive 

Strategies

Strategy Context

Broad and Operating Environments

Involves Stakeholders


Mission and Purpose

Why does the organisation exist?

· survive, serve, make profits, have fun?

· Nokia example (Harrison 2003: 118-9)

· Making the most of digital opportunities

· Aiming for the next wave of growth and innovation

· Looking after the environment

· Providing safety and inspiration for staff

· Achieving financial benefits

· Gaining stakeholder acceptance
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Stakeholder Analysis

· Classify rather than simply list

· Internal / Connected / External

· Positive / Negative

· Power / Influence

· Interest: Nature / Intensity
Think of a business and try to list some stakeholders in each of the categories
Who has influence?
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How might it all go wrong?
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Trying to control the chances of malfunctions – feedback loops
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Strategic Direction

· Must be clear and firm – yet 


open to change

· Statements of vision, values, mission:

· Make paradigms public, therefore open to question and transformation

· Business definition (Harrison 2003: 124)

· Explains how the organisation wants to make its vision work

· Whose needs are being served?

· What is to be produced, or what services delivered - and how?
The scale of strategic decisions

· Will commit a substantial share of the organisation’s resources in the medium or long term

· Can affect the firm’s overall scale and scope

· How big relative to competitors?

· How heavily focused on specific industries?

· How much control of the industry supply chain?

· Can change the pattern of relationships with key stakeholders

Strategic Direction

Now, we can begin to:

· Identify stakeholder groups

· Assess their influence on strategy

· Explain what paradigms are and how they change

· Link organisational purpose to action 

Let’s return to stakeholders and think again how we can satisfy the range of different interests in the business
Stakeholder conflict resolution
The mission statement can be used to resolve differences between business stakeholders. Stakeholders include: employees including managers and executives, stockholders, board of directors, customers, suppliers, distributors, creditors, governments (local, state, federal, etc.), unions, competitors, NGO's, and the general public. Stakeholders affect and are affected by the organization's strategies

mission and values
Vision: Defines where the organization wants to be in the future. It reflects the optimistic view of the organization's future.

Mission: Defines where the organization is going now, basically describing the purpose, why this organization exists.

Values: Main values protected by the organization during the progression, reflecting the organization's culture and priorities.
Developing values within a business – the following is a guide as to how to develop a value statement within a business
Clarity and lack of ambiguity 

Paint a vivid and clear picture, not ambiguous 

Describing a bright future (hope) 

Memorable and engaging expression 

Realistic aspirations, achievable 

Alignment with organizational values and culture, Rational 

Time bound if it talks of achieving any goal or objective

Strategic planning saves wasted time, every minute spent in planning saves ten minutes in execution.

The purpose of individual strategic planning is for you to increase your return on energy, the return on the mental, emotional, physical and spiritual capital you have invested in your life and career.

There are many approaches to strategic planning but typically a three-step process may be used:

Situation - evaluate the current situation and how it came about. 

Target - define goals and/or objectives (sometimes called ideal state) 

Path - map a possible route to the goals/objectives 

One alternative approach is called Draw-See-Think
Draw - what is the ideal image or the desired end state? 

See - what is today's situation? What is the gap from ideal and why? 

Think - what specific actions must be taken to close the gap between today's situation and the ideal state? 

Plan - what resources are required to execute the activities? 

An alternative to the Draw-See-Think approach is called See-Think-Draw
See - what is today's situation? 

Think - define goals/objectives 

Draw - map a route to achieving the goals/objectives 

In other terms strategic planning can be as follows:
Vision - Define the vision and set a mission statement with hierarchy of goals 

SWOT - Analysis conducted according to the desired goals 

Formulate - Formulate actions and processes to be taken to attain these goals 

Implement - Implementation of the agreed upon processes 

Control - Monitor and get feedback from implemented processes to fully control the operation 

Task
1. Why does a business design and publish its Mission Statement?

2. How might a Mission Statement resolve differences between satakeholders?

3. When and why might you use a SWOT Analysis?

4. How do values differ from missions?

5. What exactly is strategic planning?

Stakeholders
Some definitions of a stakeholder:
· An individual or group with an interest in an organisation. 

· Any individual or group who can affect or are affected by the achievement of a firm’s objective. 

· Groups/individuals that have an interest in the well being of the company and/or are affected by the goals, operations, activities of the organisation.

Stakeholders can be classified as:
· Internal stakeholders (e.g. employees, managers) 

· Connected stakeholders (e.g. shareholders, customers, suppliers, financiers) 

· External (e.g. government, the community, pressure groups) 

The main stakeholders in any business are:
· Shareholders 

· Employees 

· Customers 

· Suppliers 

· Creditors 

· Society 

· The government 

· Competitor

Shareholders look for:
· High profits 

· High dividend 

· Long term growth 

· Prospect of capital gain 

· A say in the business 

· A positive corporate image 

· Preferential treatment as customers

Employees look for:
· High pay 

· Job security 

· Good working conditions 

· Fair treatment 

· Fringe benefits 

· Health and safety 

· Promotion prospects 

· Training opportunities 

Customers look for:
· Low prices 

· Value for money 

· High quality products 

· Good service 

· Innovation 

· Certain and regular supply 

· Choice of goods i.e. variety 

· Clear and accurate information

Suppliers look for:
· A long term relationship with the firm 

· Large size and high value of contracts 

· Frequent and regular orders 

· Prompt payment 

· Fair prices 

· Growth of the firm leading to more orders

Creditors look for:
· Prompt payment 

· Payment of interest on outstanding debt 

· Repayment at agreed date 

· Credit worthiness of the organisation 

· Sufficient positive cash flow to meet obligations 

The community looks for:
· Employment prospects 

· Safeguarding the environment 

· Acceptance of social responsibility 

· Ethical behaviour 

Government looks for:
· Compliance with laws and regulations 

· Efficient use of resources 

· Employment 

· Contribution to the national economy 

· Payment of taxes

Top of Form

Bottom of Form

Common and conflicting interests of stakeholders
The different stakeholder groups have different interests some in common with other stakeholders and some in conflict.

Examples of common interests:
· Shareholders and employees have a common interest in the success of the organisation. 

· High profits which not only lead to high dividends but also job security. 

· Suppliers have an interest in the growth and prosperity of the firm. 

Examples of conflicting interests 
· Wage rises might be at the expense of dividend. 

· Managers have an interest in organisational growth but this might be at the expense of short term profits. 

· Growth of the organisation might be at the expense of the local community and the environment. 

.

Stakeholder

Influence 
Current and future strategies of the organisation are affected by:

· External pressure from the market place, including competitors, customers, suppliers, shareholders, pressure groups threatening a boycott, the government (through taxation and spending). 

· Internal pressures from existing commitments, managers, employees and their trade unions. 

· The personal ethical and moral perspectives of senior managers 

(adapted from Newbould and Luffman, Successful Business Policies 1979). 

Traditional economic theory is based on the assumption that firms seek to maximise profits.
It must be appreciated that this does not mean “any old level of profits” or even a certain target level of profits but it means squeezing the last penny of profits out of the firm’s operations.
This assumption was based on the circumstances of 19th century business where owners acted as managers and could ignore the interests of stakeholders such as the employees and the community. 


The profit maximising theory of the firm that characterised Neo-Classical Economics has to be modified to taken into account the power and influence of stakeholders.
Various writers have put forward theories based on an alternative to the profit maximising aim:

· Baumol (1959) put forward a theory based on a sales maximising objective. 

· Williamson (1964) offered a theory based on managers setting the objectives to maximise their personal satisfaction. 

· Marris (1964) offered theory based on growth as the key concern. 

In all three cases:

· The objective the result of managerial power over decision making. 

· Reflected the interests of managers rather than shareholders. 

· There was a limiting factor- these objectives are pursued subject to producing a satisfactory level of profits. 

Behavioural theory

In “A Behavioural theory of the Firm” (1963) Cyert and March argued the goals of an organisation are a compromise between members of a coalition made up of the stakeholders.

The outcome of decision making is a compromise or “trade off” between the interests of the various stakeholder groups.

In the process leading to compromise much will depend on the relative power of the different stakeholder groups.

Satisficing 
The Cyert and March theory of decisions being a compromise between the different stakeholders has certain features in common with the idea of satisficing behaviour which is associated with Herbert Simon.

Simon argued that decisions are taken in conditions of uncertainty and ignorance.
Rather than an exhaustive search for the best or ideal solution, decision makers seek an acceptable or satisfactory outcome.

This is chosen because of the internal and external constraints such as time pressure, lack of information and the influence of powerful stakeholder

Shareholders 

infuence
In small private firms shareholders are in direct contact with managers and in, many cases, are directors of the company. They have the ability to influence the objectives and directions of the organisation.

But the individual shareholder in a large public company has very little influence.
In theory they can exert influence through voting at the annual shareholders meeting but unless individuals group together their votes will have little impact.

In any case they are likely to be outvoted by the big institutional investors (e.g. pension funds) who own large blocks of shares.

However, shareholders can exert influence through threatening to “vote with their feet” by selling shares. As a result, managers and directors must at least keep shareholders satisfied. 

Determinants of stakeholder power 

How much power the stakeholder can exert will reflect the extent to which:

· The stakeholder can disrupt the organisations plans. 

· The stakeholder causes uncertainty in the plans. 

· The organisation needs and relies on the stakeholder. 

Levers operated by internal stakeholders
Internal stakeholders have their own interests which they might pursue - e.g. managers might seek organisational growth over profits, employees seek high wages and favourable working conditions.
Managers can exert control over stakeholders by: 

· Have negative power to impede the implementation of strategy. 

· Can threaten industrial action 

· Can threaten to resign 

· Might refuse to relocate. 

Levers operated by connected stakeholders
· Shareholders have voting rights and can sell shares thus making the company vulnerable to take over. 

· Creditors can refuse credit, charge high interest rates, take legal action for non-payment and, in extreme cases, initiate moves to liquidate the company. 

· Suppliers can refuse future credit. 

· Customers can seek to buy goods/services elsewhere and enjoy consumer protection rights.

Levers operated by government & pressure groups
Community and pressure groups can exert influence by:

· Publicising business activities they regard as unacceptable. 

· Political pressure for changes in the law 

· Refusing to buy goods/services fro named firms 

· Illegal actions such as sabotage
Tasks
1. Why might stakeholders have conflicting interests?

2. How might conflict within stakeholder groups affect a business?

3. What are pressure groups and how do they operate?

 

 






 

