Chapter 1: Basic Concepts of Strategic Management
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1. Key Concepts & Definitions

« Strategic Management: A set of managerial decisions and
actions that determines the long-run performance of a
corporation through environmental scanning, strategy
formulation, implementation, and evaluation

« Globalization: The integrated internationalization of markets
and corporations that has fundamentally changed how modern

corporations conduct business

* Innovation: New products, services, methods and
organizational approaches that allow businesses to achieve
extraordinary returns through implementation of potential

innovations

**
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« Sustainability: The use of business practices to manage the
triple bottom line including traditional profit/loss, social
responsibility, and environmental responsibility

« Strategic Flexibility: The ability to shift from one dominant
strategy to another, requiring long-term commitment to
developing critical resources and creating learning

organizations

« Learning Organization: An organization skilled at creating,
acquiring and transferring knowledge while modifying behavior

to reflect new knowledge and insights

« Mission: The purpose or reason for an organization's
existence that guides strategic direction

« Vision: Description of what the organization would like to
become in the future

« Triggering Event: Something that acts as a stimulus for
strategic change including new CEO, external intervention,
ownership threats, performance gaps, or strategic inflection

points

2. Core Frameworks & Models

* Four Phases of Strategic Management Evolution:

Progression from basic financial planning to forecast-based
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planning to externally oriented strategic planning to

comprehensive strategic management

« Basic Strategic Management Model: Four-element
framework consisting of environmental scanning, strategy
formulation, strategy implementation, and evaluation and
control with feedback loops

« SWOT Analysis Framework: Systematic evaluation of
internal strengths and weaknesses against external
opportunities and threats for strategic decision-making

« Hierarchy of Strategy: Multi-level strategic framework
encompassing corporate, business, and functional strategies
with interconnected objectives and policies

 Organizational Adaptation Theories: Four perspectives
including population ecology, institution theory, strategic choice
perspective, and organizational learning theory explaining how

organizations respond to environmental changes

* Mintzberg's Strategic Decision-Making Modes:
Framework including entrepreneurial, adaptive, planning, and

logical incrementalism approaches to strategic decisions

3. Strategic Applications & Processes

» Environmental Scanning Process: Monitoring, evaluating
and disseminating information from external and internal
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environments to key organizational decision-makers for

strategic planning

« Strategy Formulation Process: Investigation, analysis and
decision-making providing criteria for competitive advantage
through mission definition, objective setting, and policy
establishment

« Strategy Implementation Process: Putting strategies and
policies into action through development of specific programs,
budgets, and operational procedures

« Evaluation and Control Process: Monitoring corporate
activities and performance results to compare actual
performance with desired outcomes and enable corrective
feedback

« Eight-Step Strategic Decision-Making Process: Systematic
approach from performance evaluation through environmental
scanning, SWOT analysis, strategy generation, implementation,

and evaluation

« Strategic Audit Implementation: Using systematic
checklists to analyze corporate functions and activities enabling
comprehensive organizational assessment

4. Critical Success Factors
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« Strategic Decision Characteristics: Ensuring decisions are
rare (unusual with no precedent), consequential (committing
substantial resources), and directive (setting precedents for

future actions)

« Learning Organization Capabilities: Building skills in
systematic problem solving, experimental approaches,
experiential learning, and efficient knowledge transfer
throughout the organization

« Environmental Fit Achievement: Attaining appropriate
match between organization's environment and its strategy,
structure, and processes for positive performance effects

« Strategic Benefits Realization: Achieving clearer strategic
vision, sharper focus on strategic importance, and improved
understanding of rapidly changing environments through

strategic management practices

**



