Q. Why do you need Strategy?

There are many reasons for using strategies in the business processes. Mostly or flatly strategy gives a competitive edge to fight the competitors and save itself from being attacked while enjoying good market share for its products and services. 

We could plainly discuss the matter by classifying a few points to understand more clearly along with evidences.

i. Overcoming difficulties effectively:

No business is bed of roses, no one dare dreams too to be like. Rather businesses earn profits and riches due to its risks, intelligence and hard fought labors. Capital with brain and courage make businesses to move forward, which is known as entrepreneurship too. But big corporates are not entrepreneurships; it follows calculations and forecasting the future markets and anticipates moves of competitors like chess players. The opponent parties in the horizon also doing the same, meaning the trouble ahead anytime unforeseen future, Business is unpredictable and situations change unexpectedly. The calculated risks really matters in this case, strategy in fact helps management to overcome difficulties effectively, as it contains flexibility and adaptability in difficult business situations, be it political, or economic, or technological or ecological. 

ii. Managing changes:

The business environment is ever changing like anything. This is an unpredictable era or business. When government changes its policy on taxes, businesses hampered, when climate changes segmentation changes, when war or political turmoil happens business affected, when staff changes or quit, or incidents like accidents happen, businesses falter. When the companies have strategies they obviously have alternatives and options to adapt and adjust with the changes, or change courses of directions in order to have the objectives achieved within the time frame. Without strategy nothing can be adjusted or changes cannot be managed. Big companies do follow strategies in this way.

iii. Deploying minimum resources:

Minimum spending maximum benefit is the fundamental challenge for any business leader. In this case F.W. Taylor and other management Gurus have invented many other options so as to using the experience curve effect, or TQM (Total Quality Management) or CPR (Core Process Reengineering). This has been a classical challenge to use the minimum man, machine, materials and have the maximum best quality product in order to have a sustainable industry or business. To have this effectively, strategy have no other alternatives. That’s why where as 1950s only 8% companies followed strategic approaches of target making, it rose up to more than 90% among the companies successful in business. In the end different tools and options are used by management in order to have the Optimal Return on investment, which are fundamental rights of the investors and responsibility of the Management.

iv. Maximizing organizational performance:

In the strategic process implementation is the most difficult and cumbersome job for any management. Who, when and what would be done is really a matter of difficult nut to crack. Because, in implementing strategy conflict of interests derives. If it is not handled properly with an effective and efficient team, overall performance of staff and managers would turn out to be a devastating; investment could also be lost too. Through proper strategies this organizational changes could be properly handled and efficiently objectives could be achieved. 

In addition to the above generic discussion, we could focus on real evidences that are emerged from the various research reports are also be cited as follows:

a. Thune & House Study 
36 firms studied. All companies were studied individually on their performances as well as industry by industry comparisons among these 36. they ranged from drug, chemical, machinery, oil, food, and steel industries. It was found that the greatest success among long range planners occurred in rapidly changing industries and among medium sized companies. The conclusion derived from the study’s data indicates that a strong correlation exists between impressive economic performance and the use of long range planning. 

b. The Herold Report 
7 years of study covering firms employing formal planning and firms employing informal planning methods in the drug and chemical industries. In all cases, those firms utilizing formal planning techniques, reinforced by above average R&D expenditures, significantly outperformed those firms that did not rely on formal planning. 

c. The PIMS (Profit impact of market strategy)
Profit impact of market strategy is being developed to measure the effects of strategic decisions upon a company’s ROI. PIMS deals with 37 distinct variables that reflect the profitability of a company in the context of its competitive position. Three most important factors among others are- market share, investmetn intensity, and unique company factors, such as diversification or specialization. 
d. The Karger & Malik Report 
90 companies studied. It was found that the superior performance of those firms employing long range planning methods over those firms that did not. 
