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VPLIVI SOL STRATESKEGA MANAGEMENTA IN STRATESKEGA
RAZMISLJANJA NA USPESNOST HRVASKE PODJETNISKE
PRAKSE

Povzetek

Doktorska disertacija zajema dva koncepta, ki afaimevna, ko se govori o strateSkem
managementu — strateSko razmisljanje in Sole Skag@g managementa ter njun vpliv na
finan¢ni uspeh velikih hrvaskih podjetij.

Sole strateSkega managementa so koncepti, ki prdjdgp dominantno paradigmo, skozi
katero top manager gleda na proces strateSkega geraeata. Predlagala sem novo
klasifikacijo Sol strateSkega managementa glededve kriterija: vlogo top managerja v
samem procesu itasovni horizont sprejemanja procesa strateSkegageamenta. Sole, ki
jih predlagam, so: kla&na Sola, okoljska Sola, konkukgra Sola in sodobna Sola. Vsaka od
teh Sol je predstavljena s pripadami idejami in kriticnim pogledom na njihove prispevke.
V nadaljevanju lahko tem, da je strateSko razmiSljanje premalo raziskancépt, ki
predstavlja jedro strateSkega managementa. Ni pime koliko metod, orodij in tehnik top
managerji uporabljajo, saj nobeno od nasStetih neemlmiti nadomestilo za strateSko
razmiSljanje. Glede na problem opredelitve kognitiga karakterja strateSkega razmisljanja,
je zelo nehvalezno definirati, meriti, trenirati atiti, kako se strateSko razmislja.

Empiricna raziskava je pokazala tri razlie n&ine, kako izkazati sposobnost strateSkega
razmiSljanja. Poimenovala sem jih HEAR, FIRM in PDRajbolj primeren n&n razvoja
sposobnosti strateSkega razmiSljanja med velikiodjgtji na Hrvaskem je HEAREE se
uporablja kriterija ROA) ali FIRMde se uporablja kriterij ROE). Najbolj primeren pois k
procesu strateSkega managementa je kon&noesodobna Solac€¢ se uporablja kriterij
ROA) ali okoljska Sola d¢ se uporablja kriterij ROE). Konstrukt HEAR nepaabio in
pozitivho vpliva, PORT neposredno in negativno valiFIRM pa nima vpliva na vrednost
ROE v podjetju. Klagina Sola strateSkega managementa negativno vpl\RQtE medtem

ko okoljska in konkuretno- sodobna Sola sploh nimata direktnega vplivRO&.

Podrd@je managementa in strateSkega managementa dojek@nkontraindiktorna, vendar
osebno verjamem, da gre za zelo jasen in urejensigrincipov in pravil, ki so naSemu umu,
dojemanju in znanju zaenkrat Se nepojmljivi.

Klju éne besede: strateSko razmisSljanje, Sole strateSkega managamerlika hrvaska
podjetja, top manager;ji.



THE IMPACT OF STRATEGIC MANAGEMENT SCHOOLS AND
STRATEGIC THINKING ON THE PERFORMANCE OF
CROATIAN ENTREPRENEURIAL PRACTICE

Summary

This doctoral dissertation deals with two quitef-siderstanding concepts of strategic
management - strategic thinking and schools ofegra management and their impact on the
financial results in large Croatian firms.

Strategic management school is a concept thatgept® the dominant paradigm of the top
managers’ point of view on the process of strategi@nagement. | suggested a new
classification of the schools of strategic manag#rased on two criteria- the role of the top
manager in the process and time horizon: Classsmdiool, Environmental school,
Competitive school and Contemporary school. Feath school is individually presented and
supported by ideas and contributions of differeatling researchers and the critical overview
of these contributions. Strategic thinking is amdemresearched concept that is at the very
heart of strategic management. No matter how masthads, tools, and techniques top
managers use, none of them could replace stratbgiking. Due to the difficulties in
articulating the cognitive character of stratediimking, it is very elusive to define, measure,
train or learn how to think strategically.

The empirical research recognized three distinotrags of the strategic thinking capability:
HEAR, FIRM and PORT. The most suitable way of depelg strategic thinking capability

among large Croatian firms are HEAR, according @ARor FIRM, according to ROE. The

most suitable approach to the process of strateginagement according to ROA, is the
Competitive-Contemporary school, and according ©@ERthe Environmental school. The
construct HEAR has direct and positive impact onER®ORT has direct and negative
impact whereas FIRM has no direct impact on theievalf ROE. The Classical school of
strategic management has a negative impact on RQ@HEe wihe Environmental and

Competitive-Contemporary schools have no directaichpn ROE at all.

The world of management, and strategic managemesypecific, is perceived as a world of
paradoxes and contradictions but actually, | beligvis a very neat and orderly system of
principles and rules yet unknown to our senseggption, and knowledge.

Key words: strategic thinking, schools of strategianagement, large Croatian firms, top
managers
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INTRODUCTION

Description of the Problem

One of the earliest definitions of strategic mamaget defines strategic management as a
scientific discipline that helps top managers sttam environment, define the mission and the
vision, strategy formulation, its implementatioontrol and evaluation (Steiner, 1969, pp. 31-61)
so they could achieve set goals by coordinatingiseaepartments, business units and the firm as
a whole. The responsibilities of top managers da@lenging since they have faced with the
complex system of competitive relations, constéainges in the environment, different interests,
and a long-run scarcity of resources, ideas, antves® Due to the complexity of relations
within the firm and outside the firm, strategic rmgement thus becomes an indispensable task.

Researchers considered strategic management, allygilabeled as business policy, as an
activity, as a function and finally as a disciplifde research started to grow in quantity, taking
different directions, and depth analysis. The miéhe strategist started to be inevitable. The
strategist became a person in charge of coordmaifndepartment efforts by gathering their
ideas, energy, and results. He/she delegates tasikstarget goals to the departments and
coordinates these departments toward a common §wale he/she is seen as the representative
of the firm in the environment and the represematf the environment in the firm, the top
manager has to be functional in three time frarpast, current and future. The results of the past
determine success or failure and thus burden t@ihent moment. Since the future has to be
planned and prepared in the current moment, theeptas also burdened by the future. Whereas
the department managers and employees need jusétsiective of the current moment, the top
manager must have skills to balance, combine, apdrate the three time horizons, as he/she is
the only responsible for all three.

Strategic thinking is a component of strategic ngana@ent that is becoming more and more
popular. It presents the capability of cognitivelllskneeded for the development of the

infrastructure of strategic management. At the séime, the process of strategic management
keeps changing and therefore influences the changtgategic thinking.

The attempt to create theories about the strateginagement that would be valid globally;
regardless the firm size is almost an impossiblesion since strategy is an organic concept that
changes quite often. Testing theories, which hhee'¢eteris paribus” assumptions of numerous
business variables, is unrealistic in strategicagament and will certainly result in an unreliable
result. There have been some attempts to dravicalste between a universally valid theory and
a particular situational theory (Andrews, 1971).

There is a variety of questions that are beliewedd “the question” of strategic management.
The popularity of these questions or topics lieshie fact that they are not only of interest to
academics, but also to practitioners in firms amalscltancies of different organizational forms.

This doctoral dissertation microscopically analysegics that are not new. They are rather
commonsense topics, self-understood in strategitagement literature. Everybody assumes to
comprehend, utilize, develop, and manage stratdygitking capability. They perceive the

process of strategic management as something hatdanormal. Both the concept of strategic
thinking and the concept of strategic managemdmas have been developed within their own
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constructs by conducting the ultimate test of usefs- the financial results of large Croatian
entrepreneurial firms.

Each strategist has the attribute of a strategnkén. No matter what they do or do not thinksit i
considered that they play the leading role in egiat thinking activities. When achieving
successful results, top managers are awarded angtatolated. The way of managing, thinking
and behaving is presented very publicly, becomiexécipe for all other managers to follow.
When facing failure, their actions, decisions, andsequences will be criticized and scrutinized
in public, as the thing no manager should do. Wheking closely at the lists of does and donts,
they seem to be quite the same. In both casesppheanagers thought that they were thinking
strategically, but they had different outcomesateiic thinking is natural and normal when the
situation and the results are perfect and sucdeds$fuvever, it is a dramatic activity when the
situation and the results prove to be negativeusisaiccessful.

When considering the features of strategic thinkithg question that poses itself is how to
develop, train, teach, and acquire competencesskifid to achieve a higher level of strategic
thinking capability that will result in a betterdiness success, whether it is seen as an increase i
stock value, profit, and/or market expansion.

Schools of strategic management are the concegtgepresent the dominant paradigm of the
top managers’ point of view about the process @tagic management. The reason for creating
schools of strategic management lies in the attetoptstructure the forest of strategic
management ideas, concepts, and theories baséw eniteria set by different approaches to the
process of strategic management. The attempt i®mgtto simplify but also to classify these
attempts in order to offer a critique on their \ealadded to the development in the strategic
management field and new insights for further redeaNumerous authors (Mintzberg, 1994,
Whittington, 1993, McKiernan, 1996, Chaffee, 1988intzberg, Ahlstrand, Lampel, 1998,
Haberberg, Rieple, 2001, et.al.) offer a varietyiefns on understanding the process of strategic
management. By combining the existing views, | @&ffea new classification consisting of the
classical, environmental, competitive, and conteragposchool of strategic management (Jelenc,
2004).

Classical school of strategic managemems a common name for all those ideas that reptesen
the cornerstone of strategic management as a fithin the classical school of strategic
management, there are the conceptual and the ptasohool, as the two evolutionary stages of
the classical school of strategic management. Tuenlying idea of the conceptual school of
strategic managemei# to establish a fit between the outer and irevesironment. Christensen
et.al. (1965) and Andrews (1971, 1987) specifypiozess of strategy formulation as a deliberate
and conscious act.

The planning school of strategic management isadtarized as anore formal procedure,
formal training, and the formal analysis with a l@hnof numbers(Mintzberg, Ahlstrand,
Lampel, 1998). According to this school, the fomien the analyses within and outside the firm,
which help create arguments as features of thenpigrnprocedureTo predict and to prepare
(Ackoff, 1983 cited in Mintzberg, Ahlstrand, Lampdl998, p.51) is the motto in planning the
future.



Environmental school of strategic managementepresents those approaches to the process of
strategic management that denote the influencenk@onment has on the process of strategic
management. According to this approach, it is irtgrdrto understand and predict those factors
from the environment that affect firms. Top managarfirms can apply the principles set by the
adaptive school (Lindblom 1968 cited by Mintzbet§73, p. 406) according to which, the firms
have to adapt in order to survive. The politicdied of strategic management evolves around
the influence that conflicted interest groups, wh&re trying to impose their own direction and
interest, have on the process of formulating thategy (Pettigrew, 1977, Child, 1972, Simon,
1977). The cultural school of strategic managenséngisses the importance that sets of values,
norms, and habits have in the firm. The systemimgtof strategic management (Whittington,
1993) says that the individual's behavior in themfiis determined by his/her sociological
background or more precisely by the family, stptefessional background, religion, nationality,
gender, and social status.

Competitive school of strategic managementmphasizes that the development, nourishment,
and sustainability of the competitive advantaggsasent the main reason of the firm’s success.
The positioning and analytical schools of strategi@anagement develop the models of
competitiveness on several levels: industry lev&r{er, 1979, 1980, 1991), firm level seen
through the entrepreneurial school (Schumpeter419347) or individual level seen through the
visionary school (Drucker, 1970, Mintzberg, 1978he resource-based strategy (Grant, 1991,
Barney, 1991, Teece, 1990, Penrose, 1959, Prahaladamel, 1990) describes strategy
formulation according to the resources and capsdslthat must be considered as strategic and at
the same time dynamic and sustainable in ordecdomaplish a long-run success.

Contemporary school of strategic managemeninderlines the neefdr mutual understanding.
They believe that competitive tensions reduce thsiness rationale of all competitors, thus
making them weaker (Chaharbaghi, Willis, 1998).islt more important to learn and gain
knowledge and notions on how to be different andl bm collaborate in order to achieve goals
and success. The cognitive school (Wick, 1987, 8atir Stubbart, 1985) tries to explain the
way in which strategy is formulated in the headhdsd strategists. The learning school (Cyert,
March, 1963, Normann, 1977, Argyris, $oh 1978, Senge, 1990) thinks that the process of
strategic management is rather complex. Howevey;, bielieve it can be successfully created and
managed by continuous learning about the procebslaout the ways of improving it.

Different approaches to the process of strategicagament result from different time settings in
which they emerged. In practice, the approachdsrdifue to various reasons. When we know
the top managers’ preferable school of strateginagament, it is possible to predict how he/she
will react and decide in a specific situation. lddaion to that, the environment of the firm
promotes a specific type of strategic thinking argpecific school of strategic management.

Purpose and Goals

The purpose of the research is to denote the ingieatiegic thinking and schools of strategic
management have on the performance of Croatiaemetreurial practice.

The first stage of the research was to give anveaarof the theoretical approaches on strategic
thinking and schools of strategic management. §hisved as the foundation for creating their
constructs. The next stage included defining thiatiom between the two of the created
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constructs describing the way top managers of |&geatian firms manage and lead. The
following stage was to relate these two construdtis the firms’ financial results and suggest the
most appropriate type of strategic thinking andrapgph to the process of strategic management
in managing large firms in Croatian economy.

The goals of the doctoral dissertation emerged filmenpurpose and can be grouped into several
points:

* Giving an overview of the theoretical contributiots strategic thinking; a critical
overview of the academic suggestions and analgsesw definition of strategic thinking
and the list of the most distinguished features,

* Giving an overview of the schools of strategic ngeraent; a critical overview of the
contributions of different leading researchers @il suggestions; a new classification of
strategic management schools,

» Testing theoretical approaches by empirically ariaty large Croatian firms, and

» Testing the impact of strategic thinking and school strategic management on the
financial results of the firms in order to defireetmost appropriate type to be used. This
will contribute to the qualitative and quantitatifeatures of strategic management in
large Croatian firms.

Hypothesis of the Doctoral Dissertation

The main hypothesis of the doctoral research istti@notion about the features and relations
between strategic thinking and schools of strategaoagement and the financial results of large
Croatian firms could be employed to grasp the wtdading of qualitative and quantitative
features as the most appropriate forms of strategitagement in the Republic of Croatia.

The first group of hypotheses is focused on crgathre construct of strategic thinking and
employability of features. Once the features ofatsgic thinking are put in relation to
contingency factors, financial results, and schadlstrategic management more information is
acquired. The second group of hypotheses is basdueocreation of the constructs of schools of
strategic management. The results are enrichedutiing in relation the constructs of schools
with the contingency factors and financial resulike third group of hypotheses is directed to
setting the relation between strategic thinking @nel schools of strategic management and
describing their impact on the financial resultshef large Croatian firms.

Description of the Scientific Methods

Methodologically speaking, this dissertation cotssief two parts. The first part gives the
theoretical background of the strategic thinkingpatality and the schools of strategic
management. Both of the concepts are describedathegng and presenting contributions of
various researchers, practitioners, and consultdmsresearch of the strategic management
discipline. Each of the concepts is accompanied layitical view in order to offer a more in-
depth analysis of the phenomena. In this part efdissertation, | used description, compilation
of the researchers’ contribution, analysis, syntheasd the classification method for both the
strategic thinking capability and the schools ohtgtgic management. Based on the ideas on
strategic thinking and schools of strategic managen created two constructs in order to test
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the theoretical assumptions by using empirical .dEt@ empirical research analyzes the financial
data of large Croatian firms in order to realize impact of strategic thinking and the schools of
strategic management on financial results.

In the empirical part of the doctoral dissertatibnsed statistical methods and a questionnaire as
the research instrument. The aim of the questioanaito test the constructs of the strategic
thinking competency and the constructs of the sishob strategic management and to grasp
general data about large firms. The financial tsswiere gathered from a variety of secondary
resources (publications, web sites, software dagbalhe statistical analysis was performed
with the help of the software package SPSS. Intmadio descriptive statistics, | used bivariant
regressions, factor analysis, and the structunahton modeling.

Scientific Contribution of the Research

The scientific contribution of this doctoral resgars presented in the following listings:

* Overview of the strategic thinking literature, cdlditions, critiques, and directions for
further research,

* The historical overview of the development of ®git management with special
emphasis on the process of strategic management,

» Definition of strategic thinking and the developrhehthe construct of strategic thinking,

* A new classification of the school of strategic mg@ment based on the existing models
of strategic management,

» Empirical testing of the features of strategic kimig and schools of strategic management
and their mutual interaction,

» Testing the most appropriate and the least ap@t@pmvays of strategic thinking and
schools of strategic management and their evolatiotrends in the Republic of Croatia,
and

» Suggestions how to train and educate practitiomedved in strategic thinking.

Structure of the Doctoral Dissertation

The doctoral dissertation is composed of five partge first part introduces and describes the
problem, the purpose, and the goals of the doctbsakertation, the description of the scientific
methods used, the scientific contributions of tiesettation and the structure of the doctoral
dissertation.

The second part is dedicated to the theoreticabmetabout the strategic thinking competency.
At the beginning of the second part, | have intcmtlithe general term, approaches, existing
definitions, critique, and the features that coblkel used to evaluate the strategic thinking
competency.

The third part deals with the theoretical implioas of the schools of strategic management.
After the general part describing the creation loé tconcept of the schools of strategic
management, each of the schools is individuallysgméed with the main ideas, premises,
arguments, and researchers’ contributions. Thd §agment of this part gives the critique on
each of the schools of strategic management.
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The fourth part concentrates around the empirgsgarch, i.e. the methodological features of the
research. It explains the formulation of the camds and the financial data needed for the
empirical research. Finally, | presented the mamadgraphic data and tested construct validity.

In the fifth part, | interpret and discuss the emagai results in accordance with my hypotheses.

The doctoral dissertation ends with the concludishpf references and sources, appendices and
the doctoral dissertation summary in Slovene.

1. STRATEGIC THINKING AS THE PREREQUISITE OF STRATE GIC
MANAGEMENT

The journey in the strategic thinking literaturesagnallenging and confusing in each step of the
way. The field of strategic management is relayivebw (McKiernan, 1996, p. Xlll) and
phenomenon like strategic thinking even youngeeré&fore, it was very hard to find out about
the common ground, which scientists share abouictiment of strategic thinking as the first
step. The disputes, disagreement and ambiguityarge, is still present about the strategic
management field, especially strategic planninguzh (Mintzberg, 1981, p.67) and the situation
iIs made even more complicated by introducing ofasentecent term —strategic thinking. As the
literature approaches present day, the researehgohasize strategic thinking as the evolutional
step of strategic management field. Thus, thisish@as even more challenging.

The business sector is overwhelmed with the nunsemmanagement models, methodologies, and
approaches for more effective and efficient manggiie focus should not be to find the perfect
and the most applicable business model; rathefaties should be on people. Models are just
tools how to organize, coordinate people in ordesdcomplish goals and strategy. The flaws in
models are actually flaws in assumption how thepfewill behave. The focus slowly changes
from the models to the subject of implementatioogbe. The assumptions and self-
understanding concepts that have been taken fotegtastart to be questioned. How do we
actually think strategically?

1.1. Defining Strategic Thinking

In the search for the definition of strategic think there are present a variety of approaches. At
one point in time, one starts to ask himself iGtlg the same word as the one being discussed.
That is why my presentation of strategic thinkirediwition will be at the first stage listing of the
possible suggestions, then the critical analysiallodf them, as the conclusion | will present the
features that should be taken into consideratioitewdneating a definition of strategic thinking
and addition to that offer my own definition ofagic thinking.

Although the concept of strategic thinking has béenhe literature for over a quarter of a
century, the term is often used interchangeabl wiher aspects related to the development of
organizational direction, such as “strategy”, “®ac management” and “strategic planning”
(Bonn, 2001; Liedtka, 1998). As Mintzberg notes many practitioners and theorists have
wrongly assumed that strategic planning, stratethinking, and strategy making are all
synonymous, at least in best practfdéintzberg, 1994, p.110).



While the notion of strategic thinking has beenréasingly used in the literature over the past
two decades, it has up to the 1990's been appleadiynin generic terms, and thus without a
specific meaning. Only recently has managementareeecome to identify a more fine-grade
understanding of the strategic thinking notion (@hwat, 1999, p.3, Novicevic, 2002, pp. 992-
1001).

However, these multiple usages blur the distinatole of strategic thinking (Heracleous, 1998).
In addition, as early as 1982, Steiner, Miner, @nay commented that there @@rious semantic

problems. Addition to the fact that words in the businessigpolfield has been used

interchangeably; they are used as both, nouns ands \(Steiner, Miner, Gray, 1982, p.14).
Strategic thinking is used in a variety of differezonceptual frameworks with considerable
differences (Heracleous, 1998; Liedtka, 1998, 20G@aetz, 2002; Bonn, 2001, p. 63; O'
Shannassy, 2003, p.54).

It is a matter of common sense to realize the ent#t and importance of strategic thinking as a
concept. Furthermore, one might conclude that eggratthinking implicitly existed in all the
strategic planning and strategy models. It is beliethat strategic thinking is so self-evident,
perceived as a natural element of strategic managerStrategic thinking is accepted almost as
axiom in strategy field. A brief review of main eims in strategy formulation literature shows
that “thinking” has always been one of the leastlistd aspects of strategic processes and almost
ignored in most academic conceptualizations (Tp&®Q1, p.3-12). Since strategic management
studies the activities of managers, and since maragust think about strategy, why do not
researchers allocate more time to studying howesfi@ managers think (Stubbart, 1989, p.326)?
The development of strategic thinking is a topiattremains under- researched. This happens
despite the fact that the turbulence and complexfitthe environment are forsing managers at
increasingly lower levels of organizations to acguhe skill (Bennis, 1989: Hartman and Crow,
2002: Jones, 1991: Liedtka and Rosenblum, 1998pMak986; Pearson, 1990, Stumpf, 1989;
Thakur and Hoffman, 1987; Zabriskie and Huellmgni91). One of the most important
reasons is that the capacity to quantify this@lttalent has been somewhat elusive. This is due,
in part, to the difficulty in determining and medsg the cognitive components of strategic
thinking (Rosche, 2003, p.1). Because of the fhat it is hard to articulate strategic thinking
there are many interpretations and mystificatioouthe content, methods, ways of learning and
improving this skill.

Strategic thinking is a self- reflection of thenfits future. Firm is consisted of a number of people
and therefore strategic thinking has to be conckemere like an organizational cognitive process
than like an individual one (Torset, 2001, p.10)ategic thinking manifests as a process,
performed, and supported by a group. Group intenast interdependencies, and force groups
influence strategic thinking. Environment, spegidiie firm, needs to support strategic thinking
having a dialogue with the individuals performingategic thinking. When realizing strategic

thinking in practice no one really undermines théeractions that make strategic thinking

successful.

Strategic thinking should address the followingeleBonn, 2005):
» The characteristics of an individual strategic kiein
» The dynamics that take place within a group ofvidiials, and
* The organizational context.



Schumpeter (1934) develops a vision of strategychvis fundamentally simple: managers hold
the keys to understanding their environments; Hreyor become leaders because of their ability
to apprehend needs and changes in their environraedtthey are fully in charge of strategy.
Strategic thinking in this sense is then assindldtethe vision that entrepreneurs have of their
organization and environment and ,strategy fornmapoocess is, at best, half conscious, deep-
rooted in the experience and intuition of the leadéhereas he/she conceived himself/herself
strategy or he/she adopted the one conceived eysitiMintzberg, Ahlstrand, Lampel, 1998).
Strategic thinking does not exist in an organizaloview. The only way we can find traces of
thinking in this approach is to have a look on dbga models, highlighted by studies of
managers' cognitive maps for instance (Calori aaahi8, 1993, Munier, 1994). The organization
does not think, or rather, it thinks through thalgsis of its manager-leader.

However, individuals who are being organized, dreldffectiveness of the group do not depend
only upon the scheme of grouping and function, Uquin the quality of the elementary units.
Most of their strategic thinking is done in thevaicy of their own minds or in what Harris
(Harris, 1994, p. 109-120) called ,contrived merdalogues”. Team or group of people can
perform strategic thinking, but in each of the casedividuals make their own concepts in their
heads and then get support from others. The ing@idevel represents the core of strategic
thinking- skeleton of strategic thinking while theal effects can be depicted only in the wider
organizational context.

The next level apart from individual is team, grodppartment, and organizational context in
which strategic thinking evolves into additionakiaions. The impetus of features of strategic
thinking is an individual but the real meaning lo¢ ttoncept is acknowledged to be supported by
organizational context and conversations (Liedt®8, 1999: Liedtka and Rosenblum, 1996).

Since the strategic thinking process originates wie work of individuals (Weber, Peters, 1983)
and natural place to look for understanding is d@ogn science, the study of attention,
perception, memory, knowledge structures and tasopnance (Reeves, 1996). Strategic
thinking will take place only if an individual hdlse motivation and the ability to take part in the
strategic thinking process. It is unrevealing thecret of unknown, at the same time
acknowledged and accepted phenomena. The coreoids&ategic thinking starts with the
individual person and its capability and willingeet® articulate and work on the features of
strategic thinking. It is argued that individual shypossess certain cognitive and personality
variables in order for the possibility of strateghinking to be realized. The features of strategic
thinking presented in the text exist in each of itidividual no matter of the level of education,
experience, and years of age. The existence ok themtures is not questionable. What is
questionable is the level of usage of these featarel the level of usage of the combination of
these features in practical situation.

An ideal strategist will not be aware of these dieas and probably will not think of them, their

development, and the combination. The usage ofifeatand the usage of the combinations of
features will be just happening and result in apeeked outcome. It will happen spontaneously;
at least it will be appearing in that way. Moreqguewill happen in an unconscious way and no
deliberate attention is given to either the feawe their combinations. The situation with less
than ideal strategist is a little bit different.éyhfeel lacking “something” and that is not easy to
define. After realizing, what element is lackingtime combination of strategic thinking features it
would be desirable to work on that specific featUreere is the possibility to create a process
that will ideally lead to a vicious circle (Hampdeimurner, 1990) of creative thinking and

8



operationalization. In that circle one would notndoate the other, but working in a
complimentary manner to discover creative stratgg@perationalize them and, maintain a
critical attitude to avoid “strategic drift” (Johms, 1987), the process where a firm’s strategy
progressively moves away from market realities beeaf various types of inertia.

Strategic thinking does not just happen spontargolisp managers need time to practice the
strategic planning discipline. Employees need totra@ed in a way of planning, decision-

making, implementation, and assessment. Profedsameelopment should be looked at as a
critical investment in the future effectivenesstad organization (Canole, 1999. p.71).

Some researchers go one-step further, distingurakegic thinking, and strategic acting. They
regard thinking as the mental activity while actagyphysical and actual activity. The definition
emphasizes the fact that you are not thinking esgieally unless you act strategically. The
indicator of strategic thinking and acting is irethehavior demonstrated. Kaufman comments
that thinking and acting strategically are esséntigredients in planning and delivering
successful education (Kaufman, 1992, p. xiii). ®ga thinking is what you do on a daily basis
that defines what kind of future you want for yalnildren and then how you insure it in every
aspect of your work (Kaufman, 1992, according to@e, 1999, p. 59).

Factors that have been found to affect the stratd#gnking process include the following:
opportunity or threat (Frederickson, 1985, Duttod dackson, 1987, Mintzberg, 1978, Starbuck,
Grave and Hedberg, 1978, Staw, Sandelands and rDuli®81), uncertainty (Smart and
Vertinsky, 1977, Milliken, 1987, Dutton and Webst&888) and feasibility (Dutton and Duncan,
1987). The specific aspects of a strategic thirsk@rbork environment that affect the strategic
thinking process include the following: firm penfoance (Frederickoson, 1985, Staw,
Sandelands and Dutton, 1981, Miles and Snow, 1%&nhaug and Falhenburg, 1989,
Hambrick, 1981, Dutton and Jackson 1987), and dlo&Epolitical environment (Delbecq, 967,
Meyer, 1982, Millet, 1988, Lyles and Mitroff, 1980)

Several strategy theorists and practitioners hagieated that strategic thinking can be learned as
a skill and become a habit (Beckam, 1991; Hanfo@®5; Liedtka, 1998; Ohmae, 1982, Pearson,
1990). The every day training makes the habit oépting this kind of learning as the simulative
mental exercise. Strategic thinking is the logeknsion of the individual thinking transforming
the long-term firm’s goal into practice.

Multiple industry studies in three industrializeduatries specifically identify the lack of
strategic thinking among executives as the majdrad®r of economic performance (Bonn,
2001, Essery, 2002, Jones, 1991, Mason, 1986, Thkdr Hoffman, 1987, Zabriskie and
Huellmantel, 1991). In these studies, the defigits strategic thinking were considered
problematic regardless of the organization’s usehef formal planning systems or specific
analytical tools. Additionally, increasing enviroantal turbulence has intensified the need to
enhance strategic thinking, and the growth of setar@mous subsidiaries has forced strategic
responsibility downward in organizations (Benni889, Hartman and Crow, 2002, Jones, 1991,
Liedtka, Rosenblum, 1998, Mason, 1986, PearsonQ,188umpf, 1989, Thakur and Hoffman,
1987, Zabriskie and Huellmantel 1991 cited in Gadn?2005, p.1).

There is a tendency to give a name to all the fadtmt are a kind of shady or unexplained in the
situation when facing unknown or not being ablexplain the failure. Strategic thinking has the
tendency to be considered a label that can be govatl the factors that are not precisely known,
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explained, recognized, or acknowledged. It is eg&ng that some of the studies mention that top
manager’s feel that they lack strategic thinkingthaut really understanding what it means.

Strategic thinking is a concept that we think welenstand, we do not know how to attain it, but

definitely, we know when we are missing it.

The problem is that the most effective learninghmodt experience doing strategic thinking- may
be difficult to achieve. Organizational strategyedonot change frequently, limiting the
opportunity for experience; “practice” at stratemgn give rise to costly missteps, and the results
of strategic thinking usually do not occur for sotimee, limiting feedback to the learner (Crouch
and Basch, 1997; Garratt, 1995: Hanford, 1995:n8teiMiner and Gray, 1982: Zabrieskie and
Huellmantel, 1991 cited by in Goldman, 2005, p.2).

The following are “definitions by impression” whitbey express those impressions and attitudes
that correspond to their personal experience oemgemttitude towards strategic thinking. They
are not scientifically proven definitions that halveen tested for validity and reliability, but
rather subjective opinions about perceiving stiat#éfgnking. The following definitions are the
ones that express the first and the deepest impneabout strategic thinking, neither the features
nor comprehended definitions of strategic thinking.

Starting with the simplest definition: strategidntking as the way top managers think about
which objectives they want to achieve and whichoast they will implement to attain this

(Torset, 2001, p.1). After reading this sentent¢w toncept of strategic thinking becomes
obsolete word. Clear and sound definition is atfual commonsense definition of strategic
management in the case when top manager is thamhenly strategist in the firm and the
whole scope of strategic management process isnputtwo simple questions: what is the
objective and how to implement it.

Peters defines strategic thinking as a method ifodtirfg a vision and obtaining “perpetual
invigoration” for that vision. He also notes thaamagement has been unable to secure the second
part of this definition. This definition combinesd extreme views on strategic thinking. It is
about ensuring creative environment in order @g&r ideas, motivation, innovations, and vision.
The second view is a methodological approach irerotd maintain such an atmosphere for a
longer period using not just creative impetus, fatiher methods and procedures. Creativity and
innovations seems to happen and disappear andarcases, their high level can be maintained
for a longer period while operating effectively aefficiently. The strategic level of decision-
making is based less on the rational and moredrsfiritual source of vision and therefore it is
extremely hard to accomplish methodical way howbé&o creative, innovative within certain
procedure.

Strategic thinking has also been defined as a rdetifiayathering competitive intellingence or
information that may have strategic value (DrotB91 cited in Pellegrino, Carbo, 2001, p. 375).
Zabriskie and Huellmantel (Zabriskie and Huellmad®91 cited in Pellegrino, Carbo, 2001, p.
376) defined it as the prelude for designing anapization’s future. When discussing about
strategic thinking, definitions are not precise dahdrefore they just comment one part of the
completely big strategic thinking picture.

Strategic thinking is a distinctive management\dtgtiwhose purpose is “to discover novel,
imaginative strategies which can re-write ruleshef competitive game: and to envision potential
futures significantly different from the presentidracleous, 1998, p. 485). This statement does
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not tell us what strategic thinking is, but rathestablishes it as a key component of strategy —
making. It also provides rationale for identifyifgtrategic thinking” as an activity that is both
distinctive and compelling (Goldman, 2005, p. 17).

Closely to strategic thinking, there is a termatsgic intelligence, as the way to plan and firel th
best route or scenario to obtain an advantagedesme (Loehle, 2000, p.2). There have been a
few attempts to measure dimensions that are géystedtegic thinking, although they are called
strategic intelligence (Service, 2006, p.61). SEr\{Service, 2006, p.61) suggests the definition
of strategic intelligence; it is the ability to @mpret clues and develop appropriate strategies for
addressing the future impact of those clues. Wetmusgress from strategic planning, to
strategic thinking and ultimately strategic leatigrs though developing better Strategic
intelligence (SQ)- this unique intelligence inclsdéming, instinct, political shrewdness,
curiosity, flexibility, expertise to simplify, imagation, and the ability to interpret circumstances
as they unfold (Service, Arnott, 2004).

Panel of experts in the USA identified strategimking as one of the ten most critical and
important issues for future management researchrgZ®’ Neill, 1998 cited in Bonn, 2001, p.
63). They showed that the majority of senior exwest in 35 out of the 100 largest
manufacturers in Australia identified lack of s#é@it thinking as the main problem in their
organization.

The terms that are in close relation to strategitking is executive intelligence. It turns outttha
there are specific cognitive aptitudes that largddyermine whether an executive succeeds or
fails. In addition, these aptitudes form the fourmaof a new theory of intelligence. It does not
predetermine success in school, rather cognitiVies skeeded to function normally in business
environment. Menkes calls this new theory of Exeeulntelligence (Menkes, 2005). Executive
Intelligence is a distinct set of aptitudes thatiragividual must be able to demonstrate in three
central contexts of work: the accomplishment oksasvorking with and through other people,
and judging oneself and adapting one’s behaviooraaegly. On the job, executives are
constantly pursuing a variety of goals. They mustide which tasks to accomplish, in what
order to do them, and how to carry them out. Thegtrfind way to meet their goals through the
efforts of and cooperation with other people. Mo they must always actively evaluate
themselves, identify their own errors, and makeustdjents to correct them. It is a blend of
critical aptitudes that guide an individual's démimsmaking process and behavioral path
(Menkes, 2005, p. 4).

The thought in that direction is also the wordsQ@imae. Ohmae (Ohmae, 1978 cited by
Pellegrino, Carbo, 2001, p. 376) in one of theiestrivorks on strategic thinking defined it as the
combination of analytical method and mental el#stia order to gain a competitive advantage.

For the strategic mind to work creatively, it ne¢ds stimulus of a good insightful analysis. In
order to conduct a good analysis, it takes a gii@t@nd inquisitive mind to come up with the
right questions and phrase them as solution-omemssues (Ohmae, 1978, p.35 cited by
Pellegrino, Carbo, 2001, p. 376). Strategic thigkionsists of the thought processes involved in
gathering and evaluating information on strateggues for use in the strategic management
process. It is the process of acquiring knowledgestoategic issues. Picture 1 shows the three
kinds of thinking process.
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Picture 1: Three kinds of thinking process
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Source: Ohmae, 1982, p. 14

Mechanical system thinking is based on the analgsithe problem according to the known
frameworks and models. Solutions offered are algtgabduct of the conventional, linear way of
thinking. Either the features are rearranged orstiletion is based on only one set of criteria not
taking into consideration several other criteriatirer perspective on the problem.

Intuitive way of thinking deals with an informal derstanding of the problem, realizing the one
component, moment, or opportunity that becomesiairiic resolving problem. Conclusion is
reached without any real breakdown or analysisblsed on the insight and feeling. Therefore,
the solution has a very high degree of risk to ¥efiile it is not based on any analysis or
discussion. Insights are depicting as intuitivessiahty or capability to understand the whole
structure of new information stream. Schmizu (198®&s about the sixth sense or kanu, which is
actually the ability to put together the memoripedts collected from a variety of sources.

When thinking strategically one firstly sees a cleaderstanding of the particular characteristic

of each element of a situation and then makesutltest possible use of the human brainpower to
restructure the features in the most advantageawys Mirstly, strategist analyzes the essence of
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each of the constituent parts and its charactesisBecondly, he analyzes their influence overall.
At the end strategist reassembles the featurekerdésired pattern. The transformation of the
original parts is the real value of the stratedimking. The process is not methodologically

defined and there is no prescribed step-by-stepoaphp, but the result is produced by the
nonlinear way of thinking. Beside the ability toadyre, the strategist needs to have the ability of
intellectual flexibility in order to suggest redics solutions to the situation that constantly

changes. This call for transformation in expositisom one type of logical process, best

exemplified in mathematics, to another type, is stomes called “strategic reasoning”. Strategic
reasoning involves picking out a single factor apérating on it alone so that the effect may be
said to be caused by the change in that factahignkind of reasoning of the everyday world the

assumption is that all other things remain equal that for all practical purposes there is only
one effect (Ohmae, 1982, p.203). Problem is defineal mode that can be directed toward the
solution.

According to Mintzberg et al. (1976) the centralttee of a strategic issue is its lack of structure
Strategic issues are characterized by novelty, toaip, and open-endedness. Mason and
Mitroff (1981) state that strategic problems haweatear formulation and that it is extremely

difficult to describe the problem and to determthe criteria by which solutions should be

judged. Therefore, the central issue in stratdgitking is the unstructured nature of the issue at
hand.

This is just the first phase of unrevealing theeass of strategic thinking from definitions of
strategic thinking that are composed out of imposss Next section will offer analysis of
another, deeper level of strategic thinking, with focus on its more elaborated characteristics.

As the conclusion of this chapter is, the defimtibat | believe presents the essence of strategic
thinking. It is the process oriente&trategic thinking is a process in which a perssn i
perceiving, reflecting, feeling, realizing and aolriedging signs that impact the future of the
firm, giving them meaning and acting upon them lgpsg the impressions, perspective and
behavior accordingly

1.2. Approaches to Understanding Strategic Thinking

Strategic thinking is a distinctive way of thinkindifferent from the kind of thinking used by
management on a day-to day- basis- referred tgasatonal thinking- in that it is longer-term
and focuses at a high level and on key issues. di@dn{Hanford, 1995) addresses the
characteristics of strategic thinking by distinduig it from operational thinking via the
following comparisons (strategic thinking definecst:

* Longer term versus immediate term (specific timatsgiven),

» Conceptual ( abstract) versus concrete,

» Reflective/ learning versus action /doing,

» |dentification of key issues/opportunities versasalution of existing problems,

* Breaking new ground versus routine/on-going,

» Effectiveness versus efficiency,

* Hands-off approach versus hand-on approach (dor@bservation versus interjection),

and
» Helicopter perspective (high-level view) versustioa ground perspective.
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Hartford is not describing strategic thinking ihatéon directly to strategic planning, but rather t
operational thinking. This difference brings to g@et strategic thinking in a different light, not
opposing already accepted term and meanings degicaplanning but elaborate more on the
“think” side of the word. In this way, operationtinking is described more as “doing”, and
strategic thinking more as “thinking” part. Makindeal contrast it could get a glimpse that
strategic thinking is something distinctive fromethest of the concepts. In year 1995, that
distinction was a valuable one, but after the meledorated and detailed analysis of strategic
thinking it becomes obsolete.

One point is certainly clear, strategic thinking ddgferent from the thinking employed by
management on a day-to-day basis. Scholars (CrandiBasch, 1997; Hanford, 1995: Steiner,
Miner and Gray, 1982) have noted that its develograsong experienced executives is likely to
involve the unlearning of certain previously aconstd behavior. This is consistent with the
recent studies of brain functioning indicating timew meaning is brought about through the
release of neuromodulators following a loss of-agtareness and an induced state of altered
consciousness (Freeman, 2000). The new meaningl ¢oalude how they reoriented their
thinking from managerial “problem-solving” to therategic thinking activity of “problem-
finding”: locating and exploiting opportunities (lingston, 1971 cited by Goldman, 2005, p. 6).
Strategic thinking is not reserved only for thesfie group of people (Torset, 2001, p.1). It is
mainly the mode of thinking of top managers. Ndwaess, it is the mode of thinking of each
individual in the firm, higher on the hierarchidalhel in the firm, the larger part of his work
demands strategic thinking. Rarely do executivéf gtarsonnel in an organization have the
ability and the motivation to be strategic thinkéBates, Dillard, 1993). This is because the
attainment of a high managerial position is thelence of a possession of operational and not
strategic thinking abilities (Bates, Dillard, 19$8103).

Making strict and concrete resemblance and oppogiegn to some other concept, strategic
thinking as the concept earns some credits forepatation and image. What is more, mind of
the top manager is confused with all those conétoort and resemblance, making the strategic
thinking mystical concept. Bonn (Bonn, 2001, p. 68)phasizes that strategic thinking questions
the prevailing beliefs, concepts, assumptions, pateptions about the business. One could
explore the approach towards strategic thinkingbasg successfully different, emulating

entrepreneurs, finding new opportunities, beingifeHoriented, being collaborative (Abraham,

2005, p. 5).

Strategic thinking is a process of educated guesg.\vit is neither all science nor all art: maybe
it is a scientific art, or maybe it is an artisscence. There is no inspired truth to be discavere
charting the destiny of any enterprise. There Ig tre most enlightened concept for success that
is possible given the information, energy, andriakgpplied to the issues. It requires a certain
degree of humility, a willingness to question onetsn certainty, and at the same time the
willingness to commit fully to a common cause aeti@n with it (Albrecht, 1994, p.205).
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Mintzberg (Mintzberg, Ahlstrand, Lampel, 1998, B)2nderstands strategic thinkingsesing
a combination of numerous perspectives, which pegctne problem from different points of
views:

» Seeing ahead- see the future of the firm,

» Seeing behind- understands the roots of todayepést,

» Seeing down- perceive the big picture of the proble

* Seeing below- inductive thinking from close redat,

* Seeing beside- lateral thinking, challenging cariemal wisdom,

» Seeing beyond- inventing the world by putting ttheais into the context, and

» Seeing it through- understanding things deeperesepted.
Strategic thinking is the combination of all thesays of seeing and it can be graphically
presented as Picture 2.

-

Picture 2: Realizing different seeing of the megrof strategic thinking
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Source: Mintzberg, Ahlstrand, Lampel, 1998, p.128

Strategic thinking consists of all the Mintzbergseingsperceived at ones. In some situation,
seeing beyond is predominant, in some other sttngbredominant is seeing above, but there
could be taken into consideration as many compsnasntshowed in the concepts of seeing. It is
not possible to take into consideration all #eeingan all the possible situations, in some cases
there could be the combination of two or more sgin use.

This concept became the root of finee minds of a managearoposition suggested by Gosling
and Mintzberg (Gosling, Mintzberg, 2003, p. 55)n\dy, they stressed the need for managers to
have various “mind-sets,” like the reflective miset when managing self, the analytic mind-set
when managing organizations, the worldly mind-seem managing context, the collaborative
mind-set when managing relationships and the actiomd-set when managing change. With no
ambition to become scientific, but rather practithis concept introduced several mind-sets that
manager should be able to work with, switch frome ol another and combine them
simultaneously when reaching final business degisibhere could be a plenty of similar
suggestions that could give a broad picture of sietmat manager need to take into

15



considerations. It shows the ideal way of lookirtigttee problem but the way that does not
guarantee the success of the decision-making. Asyiing else in the strategic management
field.

There are numerous approaches of understandinggtrahinking. The most used one is the
contrasting two extreme ways of strategic thinkimgtional and generative way. One extreme of
strategic thinking is the rational (De Witt, Mey&998, p. 70)hard, analytical approach with a
traditional understanding of competition (Nasi, 1R9According to this view, strategic thinking
functions as the intelligent machine that is basedhe databases and information (Raimond,
1996). When thinking strategically, ratio and loghmndrews, 1987, p. 100-103) are used in the
most advanced modes of analytical argument. Proldeamalyzed in a conscious way and all
possible options are analyzed as much as the pegsiiblematic options. That kind of approach
demands for objectivity and rigorous and consisteset of logic. The first attempt is to gather as
much as data possible: process, interpret andethdts are being combined when reached the
final decision. However, people are bounded inrthrationality and therefore do not act
completely rational (Simon, 1957, p. 509). Thatt surapproach could be depicted from the
classical school of strategic management.

The second extreme approach to strategic thinlargenerative (De Witt, Meyer, 1998, p. 73),
lateral (DeBono, 1970) or soft way of strategiaking, which focus more on values and culture
(Nasi, 1991) and regards strategic thinking as @rofcreative imagination (Raimond, 1996).

Creativity is the key word that triggers stratetfimking and its main characteristic is to be able
to disconnect with the orthodox way of thinking (Ditt, Meyer, 1998, p. 70). Business

strategies are not results of rigorous analysi®batspecific state of mind (Ohmae, 1982, p.4).

Both of those views are extremes that are veryiratiee real business world. Their combination

subtly mixes in a variety of situations. This clfisation is useful in a way that presents the

variety of different approaches to strategic thmgkiThere is no just one single type of behavior
or thinking specific, but rather a scale of difigr@pproaches that have common characteristic:
thinking and approaching the problem using methib@$ are believed to be the best one in

specific circumstances.

Torset (Torset, 2001) proposes one of the posailes to understand strategic thinking:
* Thenihilist strategic thinking as an empty concept,
* Thesemantics strategic thinking as a semantic evolution, and
» The “anti-planning”- strategic thinking as a palliative

* The nihilist strategic thinking as an empty concept
Porter considers strategic thinking in the formcompetitive corporate analysis (Porter 1987,
1996 from Torset, 2001, p.13). Strategic thinkisgimilates analysis and tools helpful to gain a
better competitive rank.

According to this understanding of the testrategic thinkings just a shallow phrase, one of the

many adjective that are used with the way of dostrgitegy analysis. Strategic thinking is
achieved by utilizing analytical tools, which beatrniggers to use this kind of thinking.
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* The semantics: strategic thinking as a semantic eldion
Some consider the term strategic thinking as a sgmavolution for eithestrategyor strategic
planning Nasi (Nasi, 1991 cited by Liedtka, 1998, p.12ff¢rs a broad description of strategic
thinking: “Strategic thinking extends both to the formulateomd execution of strategies by
business leaders and to the strategic performaricthe total enterprise. It includes strategic
analysis, strategic planning, organization, contrahd even strategic leadership. Therefore,
strategic thinking basically covers all those ditrie which can be labeled stratedic

In other words, strategic thinking covers all themantic content of the term strategic
management. The following is regarded as the adhibned and strategic thinking is like a
refreshment of the old content of strategic managgniNevertheless, Nasi's notion of extending
strategic thinking in each of the other featurestodtegic management can be defended in a way.
The main argument could be that strategic thinken@ pretty hardly recognizable conceptual
activity that each of those activities consist lofit on the other hand it does not mean that
strategic thinking covers all of those featuresthRg on the contrary, all those features have a
dose of strategic thinking if they have the adjec8trategic.

Wilson (Wilson, 1994, p.14) argues that in a histdrperspective of strategic planning “the need
for strategic thinking has never been greater... Tdostinuing improvement (in strategic

planning) has profoundly changed the charactertraitegyic planning so that it is now more

appropriate to refer to it atrategic management strategic thinking.

Because strategic planning is more sophisticatepraioundly researched and researchers and
practitioner have deeper insights in the processtrategic planning, this does not mean that we
have to change the name of the researched phenoMenaover, it could mean that there are
new research questions. However, there is no neetliange the name just because we know a
little bit more about the concept. Even if we cheshghe name, strategic management and
strategic thinking cannot be used interchangealilestrategic planning.

* The “anti-planning’- strategic thinking as a palliative
Mintzberg (Mintzberg, 1994 cited by Torset, 200115) considers that strategic thinking is not
only another way of designing strategic manageneiters apart from strategic planning, but it
is a particular way of thinking, with specific clateristics.

He does not oppose strategic planning and thinkimg conceptual basis: he opposes them as
two different modes of strategy formulation, plamgibeing even dangerous for thinking:
“conventional planning tends to be a conservatiaegss which sometimes encourages behavior
which undermines strategic thinking and activity.chn be nonflexible; it can encourage
resistance to major strategic changes, and disgesraew ideas in favor of status quo
extrapolations and marginal adaptations (Mintzb&8§4, p.167 cited by Torset, 2001, p.15).

By opposing strategic thinking to strategic plampione creates simple dichotomy that cannot
resolve or gain insight into strategic thinking strategic planning. It can only demonstrate that
they resemble and that there should be somethiiteabit more than just strategic planning.
Mistakes and fallacies of strategic planning hapfmebe the good sides of strategic thinking,
which represent innovation and proposes change.

Hamel and Prahalad (Hamel, Prahalad, 1994, p. 2@8-Bescribe strategic planning as “form
filling” and depict strategic thinking using terriike “creativity” or “exploration”. It seems that
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strategic thinking had all the wishful charactecistwhich practitioners and researcher found out
to be lacking in strategic planning. All the negatipoints of strategic planning was
overemphasized and the only way out became stcatgigking. The time and research will show
if the strategic thinking fulfill all the wishes drdreams of researchers.

Hamel and Prahalad (Hamel, Prahalad, 1994, p. 308} claim that “strategy” has a credibility
crisis and the very notion of strategy has becomaldied. They believe that the problem is not
with “strategy”, but with the particular notion efrategy that predominates in most companies.
In many companies, strategy is essentially tacptaining punctuated by heroic, and usually ill-
conceived, “strategic” investments. “Strategic’rpiang is often functional and tactical planning
that barely scratches the surface of deep- dovategly issues. The units of analysis are the
existing businesses, each with its own productketamandate. “Corporate” strategy is simply
an amalgamation of individual business unit plads. wonder strategic planning has lost its
luster (Hamel, Prahalad, 1994, p. 310).

Credibility crisis of strategy is actually credibyl crisis of strategic planning which mutated to
the form of pragmatic, realistic, and incrementinp which does not have deep insight. The
result of that kind of process is that strategyeigarded not as a value added activity and as the
time goes on; it becomes obsolete and starts tadamingless. Strategic thinking has the task to
bring back to life the spirit of strategic plannitigat diminished in the boardrooms with no
additional tools and methods, just pure spirit atrepreneurship, innovation, and strategic
thought. Strategic way of thinking demands compnelee and integrative knowledge, capability,
and experience. It is both intuition and the apilib analyze, needed to reach solution.

The trap while working on the strategy is detaifpesccuracy and the urge for being perfect.
Crucial point of strategy is timing of activitiegpportunities in the market, reactions, and ciitica
moments for competitors. Above all, the first chartat needs to happen is the change in
thinking of top managers (Ohmae, 1982, p. 88).

Michael Robert one of the numerous consultanthénfield of strategy claims to coin the term

strategic thinking back in the 1980. His approanhard strategic thinking is that the goal of

strategy is not to keep up with one’s competitoather supremacy over one’s competitors. The
ultimate goal of strategy is to widen the gap betwegou and your competitors, not by out

muscling them in the marketplace, but rather bytbinking them in the planning rooms (Robert,

2006, p. x). One must achieve supremacy of thinkiefpre one can achieve supremacy of
strategy (Robert, 2006, p. xi).

The practitioner point of view of the strategicriking story is the one that points out the results
of the strategy, pointing the main benefits thaatsgic thinkers have over the non-strategic
thinkers. The essence of thinking is advanced erdtel of few steps ahead of the competitor.
Robert’s point of view reminds in a way of the modthoughts originated from Sun Tzu.

Strategic thinking is a process that enables theagement team to sit together and think through
the qualitative aspects of the business and itsramment. The team can then decide on a
common and shared vision for the future of the f{fRobert, 2006, p. 32). Too much of the
content knowledge may be a major impediment to gsidtegic thinking. This is because
strategic thinking is process- based rather thamerw-based (Robert, 2006, p. 34).

18



One of the practitioner’s point of view on the s@c thinking is the one that strategic thinking
is the type of thinking that goes on in the heaflthe CEO and the management team, which
attempts to transform this conceptual and abstiaiin into a working and dynamic tool that we
call a strategic profile. In fact, strategic thingiis akin to “picture painting,” whereby the
management of an organization literally “draws” iatyre or profile of what they want the
business to look like at some point in the futiRelgert, 2006, p. 51).

Consultants do not use scientific vocabulary andhouological pressure, vividly express
episodes and flashes that consultants see asrdteg#t thinking features. Those views and
explanations are very useful but shallow in helpioginderstand the phenomenon of strategic
thinking in depth. Consultants’ popular books amdtb sellers like 10 steps or 5 minutes offer
clarification for some of the aspects of our cognit Their clients certainly benefit, but this give
just a short- term positive effect on the firm ethlthan long-term advancement of business
efficiency.

1.3. Strategic Planning and Strategic Thinking Relaons

When discussing about the relation of strategimking with other aspects in strategic
management, strategic planning is the only term ihaput into the relation with strategic
thinking. All other aspects of strategic managem@ke mission, vision, goals, evaluations,
implementations, performance) are too far away ftbenessence of strategic thinking and thus
not comparable. Strategic planning has been forymaars considered the very essence of
strategic management and therefore this fact cbalthe proof that strategic thinking is not a
trendy term, but the evolutionary step in develgpstrategic management. It slowly develops
from strategic planning trying to overcome the #iatis of strategic planning. The mistakes and
overcomes of strategic planning are the positidesbf strategic thinking.

While developing and searching for its own validayd recognition, strategic thinking is very
like a child of strategic management and that iy Wie relations between strategic planning and
strategic thinking are not so clear sometimes, éhemed. The following grouping is an attempt
to show how strategic thinking can be put in relatio strategic planning.

One can conclude that there are several mainsti@actions:

1. Strategic planning equals strategic thinking
One stream of researchers’ thinks of strategickthinin a same way as the strategic planning.
They use the wordstrategic thinkingnstead just to refresh the planning, without ahgnge in
the meaning and they just use it interchangeabbcoAding to this view, strategic thinking
should not be presented as a brand new concep Wwiiihnnot bring any possible innovation to
strategic management. It can paraphrase the eseéntrategic planning or just follow the logic
of business. The logic of business has not chaadetl The bottom line is always the same.

This is based on the Michael Porter's work on caitipeness. For Porter “strategic thinking
involves asking two critical questions: first, whatthe structure of your industry, and how is it
likely to evolve over time? ...Second, what is youndfirm’s relative position in the industry?”
(Porter, 1991). The Porter mentions strategic thgplas the analytical mode of thinking that is
characterized by specific questions that fit hisagpts.
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Zabriskie and Huellmantel (1991) suggest a seqalentiell-defined six-step process to enable
strategic thinking, suggesting that if the thinkilsganalytical enough and if it covers all those
steps in detail, it could be regarded as real esjratthinking. Eden (1990) described strategic
thinking process based on cognitive mapping, ambriog it with analytical mode.

Porter, Zabriskie, Huellmantel and Eden use stiatdgnking as a convergent and analytical
process, in the same way as other authors woulthesierm strategic planning. Therefore while
reading their texts about strategic thinking, oheuwd think about strategic planning instead.
They characterize the strategic thinking in the saray as others write about strategic planning.

2. Strategic planning is prerequisite of strategic thmking (or the other way round)

* The real purpose of strategic planning is to improe strategic thinking
Structured planning tools are used to aid credimweking (De Geus, 1988: Wack, 1985). De
Gauss (De Gauss, 1988, p. 74) suggests that tbe wélthe planning process is not in the plan
itself, but in enriching the mental models of maraginvolved in the process. In this way,
strategic planning and its numerous tools are fuggers for the final and more important
activity- strategic thinking. Strategic thinkingtise activity that should be the focus in the firm,
continuously inspiring, and giving impulses to atemployees in the firm.

“Knowing what to achieve, being able to justify ttheection, and then finding the best ways to
get there: being strategic is proactive and diffesm being reactive to problems as they surface:
strategic thinking (and acting) is the most impottproduct of strategic planning” (Kaufman,
Griese, 1995, p.90). Moreover, the CEO can sernygesipardize or even destroy the prospects of
strategic thinking by inconsistently following tlléscipline of strategic planning (Lorange 1980,
p. 12 cited by Liedtka, 2000, p. 195). Skepticigresses little evidence to suggest that strategic
planning promotes strategic thinking and actingdleined by change theorists such as Fullan
(1993), Snader (1998), Mojkowski (1998), Mathesod Blatheson (1998).

» Strategic planning has over time evolved into stragic thinking
Strategic planning has changed dramatically sitgenception in the early 1970s. Having
survived its original design flaws, it has evolvietb a viable system of strategic management/
strategic thinking (Wilson, 1994).

Strategic management is portrayed as an evolutan §trategic planning, which is said to have
become less elitist in its origins and more opeth sophisticated in its methods. In this point of
view, Wilson puts the sign of equation betweentsgia thinking and strategic management and
that is questionable and probably too quick conetus

The first strategic planning cycle does not seelmetenough to foster habits of strategic thinking
and acting. However, there are key lessons to d&mde from the first planning experience that
will make the second strategic planning cycle sissrand more effective. Prolonged strategic
planning can teach participants how to think andstrategically (Canole, 1999, p.34). Strategic
planning is the process that can occur only aftextegyic thinking (Mintzberg, 1994; Barratt,
1995; Zabriskie, Huellmantel, 1991).
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* One exclude the other
Formal planning and the associate forces, thateage it, may discourage the mental state
required to conceive new strategies- a state ohmgms and easy flexibility that encourages
people to step back from operating reality and toesccepted beliefs. In short, formal strategic
management can prove incompatible with real stratbgnking (Mintzberg, 1994, p.114).

Thus, depending on one’s view of strategy formalatistrategic thinking may or may not be
related to an organization’s strategic planningcpss. It may be used in advance or in reflection
of the organizational actions. Strategic thinkinggm occur at a particular time or anytime.
These differences in views of strategy formulatamd to the difficulty of understanding how
strategic thinking develops: the discrepanciesmigg when such thinking is occurring makes it
challenging to identify how it is taking place (@oian, 2005, p.21).

The emergent view of strategy formulation seedesia thinking as more of a fluid phenomenon
(Goldman, 2005, p.20). Consistent with the “leagnischool” of Mintzberg, Ahlstrand and
Lampel (Mintzberg, Ahlstrand, Lampel, 1998), stgitethinking is used to discover the patterns
in the actions already taken: the strategy. Inetinergent view, planning is optional, but thinking
is not. The details of strategy emerge; the prosaisequires strategic thinking. Steiner, Miner
and Gray (Steiner, Miner, Gray, 1982) noted thattsgic thinking is always occurring, viewing
it as an on-going management activity (Goldman52@20).

1.4. Dialectic relation of strategic thinking and frategic planning

Due to the more research and stress on strataglary, this group of researchers tries to make
the difference between strategic thinking and stiat planning more visible and significant.
They try to accomplish this via confronting stratethinking and planning in their underlying
differences and then finding a link to relate thiegically. The main point of resemblance is that
strategic planning is used to refer to a progranapanalytical thought process and strategic
thinking to refer to a creative, divergent thougtdcess.

One of the many approaches to distinguish stratgdgmning and strategic thinking is
Heracleous. He (Heracleous, 1998) describes sicafgdanning as single-loop learning, while
strategic thinking is double-loop learning (Argyri976). In his approach strategic planning is
depicted as “an activity carried out within the graeters of what is to be achieved, but does not
explicitly question those parameters, and is tloeesnalogous to single-loop learning. Strategic
planning most often takes an already determineategfic direction and help strategists decide
how the organization is to be configured and resesiallocated to realize that direction. This can
be connected to the semantic twins of learning dt¢Bon, 1972), single-loop (Argyris,1976),
lower-level (Fiol, Lyles, 1985), adaptive (Seng@9Q@). It occurs when there is a match between
the organization’s design for action and the acwmaicome, or when such mismatches are
corrected by changing actions, but without critieabmination of the governing variables for
action.

Strategic thinking can be seen as double-loop ilegyrand strategic planning as single-loop
learning. This analogy is helpful in clarifying theature of strategic thinking and strategic
planning, and is illustrating why they are differerbut ultimately both necessary and
complimentary. In the literature the same phenomeocan be characterized as learning Il
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(Bateson, 1972), double-loop (Argyris, 1976), higlewel (Fiol, Lyles, 1985) or generative
learning (Senge, 1990).

Heracleous opposes strategic planning to stratégnking (Picture 3): the mode of strategy
making which can be associated with re-inventing filiture, the creation of new competitive
aspect as opposed to struggling over slow-growttven shrinking markets, is strategic thinking.
Strategic thinking questions the strategic pararaateemselves, and is thus analogous to double-

loop learning.

Picture 3: Dialectical relation between strateghiriking and strategic planning

Strategic thinking

The purpose of strategic thimgkis to

Thought process

Synthetic discover novel, inredive strategies
Divergent which can re-write the rules of the
Creative competitive game and to envision potential

fuesrsignificantly different from the present

Strategic
management

The purpose of strategic Thought process:

planning is to operationalize the strategies Analytical
developed through strategic thinking, Convergent
and the support of the strategic Conventional

thinking process

Strategic planning

Source: Heracleous, 1998, p.82

Heracleous recognizes that there is no benefituby gpposing strategic thinking and strategic
planning and that is why he proposes a dialoguglgtion between strategic planning and
thinking, which enables the organization to strimteygolutions: the desired outcome of the cycle
of strategic thinking/ planning is not “me-too” atiegies but distinct positioning, supported by
unique activity systems. In this view, strategiarpling and thinking are the two sides of strategic
management. Heracleous argues that this view stgygeslarification in the meaning of the

terms by drawing an analogy with levels of learnargl complements Mintzberg's view about
the usefulness of both strategic thinking and egiatplanning.
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Being overly preoccupied with terminology one caissnthe essential point. Both strategic
thinking and strategic planning are necessary aeither is adequate without the other.
Heracleous proposed that strategic thinking arateggic planning are interrelated in a dialectical
process, where both are necessary for effectiategfic management, and each mode on its own
is necessary but not sufficient. They are distugctivays of approaching and demand two
distinguished minds concepts, often two differdrdracters, and types of managers.

Heracleous points at the double learning relatibsti@tegic thinking and strategic planning. He
also agrees with the Mintzberg's view about thefulsess of both strategic thinking and
planning, and helps to place the Mintzberg/Portehbatle in the context by recognizing that
focusing on different aspects of strategy (the ituagnal versus the cross-sectional problem)
leads these authors to advocate correspondinginigimkodes, which in the final analysis are
both necessary and complementary.

The process of researching is first to define, s#pahe phenomena into small particles, analyze
those particles and then conclude about the whe¢eokthe phenomena, about the knowledge of
each single particle. Separating strategic thinkind strategic planning is just the first stephia t
advancement of the strategic thinking and strat@dgmning relation. The next steps in the
analyses, which both Heracleous and Mintzberg mepare the necessity of existence of both of
them. Naturally, it will be to realize how to combithem in a most efficient way for the process
of strategic management. The difference in thinkimgdes between both of them are so big that
there should be at least two people with theirmtisive characters needed to complete the need
for both types of the strategist. The line betwdentwo suggested types of strategic approaches
is so strict and theoretically well separated, bufractice the line is very blurred and the
strategist is usually either one person or the teaseveral different people deciding about the
strategy. Strategic decision-making in practicthéesbottom line of decision-making and in those
situations neither the “strategic thinking” stragégnor “strategic planning” strategist has the
predominance. The process of differentiating antlinggthe difference even larger than it can be
in practice perceived makes the gap between thatégfic thinking” and “strategic planning”
mode of thinking about the strategy even largee 3inategists usually define themselves in one
of the modes, thinking that they cannot behavehendtrategic thinking type of thinking mode,
while they are strategic planning type of stratedigaining in switching those modes of thinking
can explore different point of view and change tbeus of management training in different
direction.

Another point of criticism about the strategic #img and strategic planning is that those terms
are not comparable at all. Strategic planning ngasihsists of the use of analytical tools in order
to organize strategic actions according to the ipted environmental evolutions. Whereas
strategic thinking, as an organizational activligked to individual and collective, formal and
less formal processes inside the firm, does noy ogfier to a temporal activity (like a three-
months strategic analysis aiming at preparing @ettyears plan).

The opposition between strategic planning and thgkthough seductive, is much reductive.
The interest of strategic thinking as a conceph@field of strategic management is to deal with
either creativity or formal analyzes, either plashr&rategic actions or autonomous strategic
process (Burgelman,1991), and either deliberatenoergent aspects of strategic propositions
from different levels in the organization. In thigw, strategic planning and thinking cannot be
opposed, as planning can be one of the strateigikitly modes used in the firm (Rosche, 2003).
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The point is not to abolish formal concept of €git planning but rather incorporate everyday
activities of the process of planning in the sgatehinking (Liedtka, 1998, p.121).

When researched in successful companies, the amelatf strategic planning and strategic

thinking seems so alike, coherent, and intercomuktiiat there is no point of distinguishing or

analyzing the effects of each of them. While resegdl in the less successful firms it is also hard
to depict which one is more wrong or the main aagi$actor is their poor interaction.

1.4. Features for Defining Strategic Thinking

There is one paradox about the research of théegicathinking capability. A number of
researchers feel the need to write an articleiccriésearch note, or review about the strategic
thinking concepts. Therefore, it was challenginggtgher the information about the strategic
thinking literature. Very often there was a titlatch in the database with “strategic thinking” but
when reading | realized it has nothing to do witlhategic thinking concept. It is rather the way to
emphasize the importance of some topics by puttiegadjective strategic in the title. The
researchers that indeed tackled the strategic itigntopic have done it without the critical
component of their approach and therefore preacthieg own perspective and adding to the
term a new, additional, and more personal meariggess that this term wakes the creativity in
researches. Therefore, they present themselvemore poetical and literal way than in the other
research topic. There is very few researches tttabby researched strategic thinking in depth
and left a considerable trace in the literaturee Thntributions are mainly in the doctoral thesis
of young researchers guided by their enthusiasmantic naivety to discover something very
new and to resolve the big puzzle of the way pedipieking within the context of strategic
management.

Strategic thinking is recognized as the existingoapt but for the more concrete notion of what
it really is, there should be a look at the streetand crucial features of strategic thinking. Ehes
are relevant features, which make the central pdistrategic thinking independently of the way
of perceiving strategic thinking.

Researches are prone to discuss about the contbheptprefer depending on the industry specific
case, but there are rare studies whose hypotlesisout reaching reliable construct that would
be valid for all situations. Defining features aaitributes of strategic thinking is based, as any
other scientific method, on subjectivity. Therens unique formula how to think strategically
(O’'Shannassy, 2001, p.36) but the Liedtka’s cootidmn (Liedtka, 1998, pp.122-124) is the
biggest step forward when not just defining butoatdaborating constitutional features of
strategic thinking. Without achieving the kind dadtdiled understanding of strategic thinking, as
it already exists of strategic planning, we riskraducing yet another concept to the strategy
lexicon that has little relevance to practicing mgers (Liedtka, 1998, p.120). One of the first
concrete features of strategic thinking is Liedskéliedtka, 1998) defining five features that
when used in combination, are specific to stratégitking.
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She views strategic thinking as a way of thinkingttincludes:

System perspective-General system theory was originally proposed ir281%y
Hungarian biologist Ludwig von Bertalanffy claimirigat a system is characterized by
the interactions of its components. The strategiaker sees vertical linkages within the
system from multiple perspectives. He or she shesre¢lationship between corporate,
business level, and functional strategies withicheéher, to the external context, and to
the personal choice, he or she makes on a dailg.dasaddition, on a horizontal basis, he
or she sees the connection across departmentsuaatiohs and between companies of
suppliers and buyers (Goldman, 2005, p.25 from tkiedp. 122). A strategic thinker has
a mental model of the complete end-to-end systewaloie creation, and understands the
interdependencies within it. This mental model d¢fow the world works” must
incorporate and understand both the external aednial context of the organization. The
dimension of the external context that has domthateategic management for many
years has been industry-based, but the firm cavidveed not as a member of a single
industry but as a part of a business ecosysterhctbases a variety of industries. In this
way, companies co-evolve capabilities around amvation: they work co-operatively
and competitively to support new products, satisfistomer needs, and eventually
incorporate the next round of innovation (Moore93p In addition to understanding the
external business ecosystem in which the firm dpsrastrategic thinking must also
appreciate the inter-relationships among the imalerpieces that, taken together,
compromise the whole.

Strategic intent- Strategic thinking is intent-driven. Energy ditoward the long-term
view of the future, like an animating dream. Itcaisplies a particular point of view
about the long-term market or competitive positibat a firm hopes to build over the
coming decade or so. Hence, it conveys a senseradtidn, discovery, and destiny.
These are the attributes of strategic intent (RaahaHamel, 1994, pp.129-130).
Csikszentmihalyi draws our attention to what hdsctile primacy of “psychic energy”.
We can focus attention, he argues, “like a bearenafrgy” or diffuse it in “desultory
random movements...we create ourselves by how westrthis energy.” Strategic intent
provides the focus that allows individuals withim @rganization to marshal and leverage
their energy, to focus attention, to resist digtoa; and to concentrate for as long as it
takes to achieve the goal.

Intelligent opportunism- there is a sense of continuously developing agenesaz
strategies will emerge over time. This does notlyntipat overall direction and goals are
constantly shifting, but rather that the way in @hithey may be achieved might vary
over time. There must be room for intelligent ogpnism that not only furthers intended
strategy but that also leave open the possibilitynew strategies emerging. Robert
Burgelman has highlighted the dilemma involved sing a well-articulated strategy to
channel organizational efforts effectively and @éntly, against the risks of losing sight
of alternative strategies better suited to a changnvironment.

Thinking in time: the past, present and future are connected thranderstanding and
pattern recognition. Thinking in time uses bothiastitution’s memory and its broad
historical context to think well about creatingfitsgure. The strategic question is not only
“what does the future that we want to create ldie?, it is “having seen the future that
we want to create, what must we keep from our pase, from the past, and create in our
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present, to get there?” (Handy, 1994 cited by lkad1998, p.123). The decision from the
past and present time can influence the futurenEweall decisions can have significant
implications in the future (North, 1990 cited bymhlerg, Parvinen, 2003, p. 551).

* Hypothesis generation and testingwhat if /if-then scenarios are repeatedly plaged
It mirrors the “scientific method”, in that it dealvith hypothesis generating and testing as
central activities. The scientific method accommedaboth creative and analytical
thinking sequentially in its use of iterative cy&lef hypothesis generating and testing.
Hypothesis generation asks the creative questdnat if...? Hypothesis testing follows
with the critical question “If...then...?” and bringslevant data to bear on the analysis.
Such experimentation allows an organization to mayond simplistic notions of cause
and effect to provide on —going learning. This viewludes a sense of the future that
drives us, including a sense of both where thatréutonnects and disconnects with the
past and demands a new in the present.

According to Liedtka, each element is individuatigcessary and the features are collectively
sufficient for strategic thinking. This is quitengplistic argumentation of features, yet the most
appealing and according to the scholars probal®@ycthsest of all suggestions of features of
strategic thinking to the reality. One of the rees that the features are articulated; and easy t
comprehend.

Somewhat close to this approach is that the siatbaking is recognized as being (Hanford,
1995: Liedtka, 1998: Mintzberg, 1978 cited in Goldm?2005, p.4):
e Conceptual- including reflecting ideas, models, hypothesis,
* Systems-oriented: taking into account the inteosmctf the organization’s parts, as well
as their relationship with the external environment
» Directional: providing a sense of an aimed-for fatstate that is different from the
present, and
« Opportunistic: taking advantage of the organizatids achievements, and present
competitive and environmental conditions.
There are a handful of suggestions what might bdehtures of strategic thinking. All of them
have the same underlying idea trying to articulatel simplify features of a mental and
intellectual activity.

Strategic thinking involves three activities (Wawott Horne, 2005, pp.v-vi): making sense of
information, formulating ideas and planning actidMiaking sense of the information involves
recollection and reflection. Formulating ideas iwes thinking skills, involves forecasting,

prediction, imagination, and visual thinking, adlvas critical evaluation.
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Planning action involves thinking creatively abth# possible actions to take. Strategic thinking
involves the ability:
» To realize opportunities in the environment andntsgration in the business (Eisenhardt,
1990, p.41),
» To face the new and confused issues, their intefioa, situation analysis, and defining
needed activities (Hurst et.al.1988 u Graetz, 2p02458),
» The capability to function when faced with the nuous multivariable and simultaneous
possibilities (Eisenhardt, 1990, p.46; Schoemak®95, p.26, 40 cited in Liedtka, 1998,
p. 126),
* To develop continuously of the new mental modelsrfew situations (Stacey, 1992,
p.104),
* Analysis based on the analogy and intuition, urtdading the whole and not just partial
features, and
» Focus on the process, not result.

There are many suggestions what constitute strategiking and their critique. Rosche suggests
that the concept of strategic thinking has two congmts: leadership and cognition (Rosche,
2003, p.6). Leadership is the component that sriee the leader and the follower and the
cognition as the component of having the differgnitities used and implemented in action. In
this view, strategic thinking is described verylkhaly using a high level of generalization and

does not offer the valuable insights needed touwddie the concept.

Being strategic requires that one is able to dffiéiate between ends and means. Means are the
strategies used in achieving or delivering an dfmbwing the difference between ends and
means is a powerful indicator of strategic think{fgufman, 1992).

Strategic thinking abilities on the individual Iévénvolve both cognitive thinking and
personality. Cognitive thinking (Rosche, 2003, p$)onnected to the critical (Schendel and
Hofer, 1979, Ohmae, 1982) and creative thinkingh@awski, 1990, Ohmae, 1982). Personality
understands openness to experience, intuitiontalskg, and autonomy.

Bates and Dillard (Bates, Dillard, 1993), Agor (Ag&986) and Harper (Harper, 1988) in their
purely descriptive research and Pellegrino (Pelegrl995, p.115) in his empirical research
depict intuition as the prerequisite for strategioking ability.

One of the most elaborated empirical studies @ftesgic attributes that each individual need to
have developed in order to be prepared for theelsttp positions at the strategic level is the
Strategic leader development inventoitywas developed in cooperation of Industriall€gé of
the Armed Forces, U.S. Army Research Institute @dr&l Army War College and tested on the
several generations of educating military officaral government civilians for management at
the strategic level. One part of the strategic éeadventory is conceptual skills and attributes,
consisting of (Jacobs, 1994, p. 13): conceptuakildlety, political sensibility, long-term
perspective, quick study/perceptive and complexetstdnding.

Conceptual flexibility- is one of the most important general officers’ aeptaal skills. It implies

ability of rapidly grasp complex and difficult quemss as they unfold. A high score describes the
ability to understand complex and perhaps unstradtproblems quickly, and the tendency to
look for contingencies (more than one solution, entiran one-way) when developing action
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plans. This can also expand to include comfort \wahadoxical or contradictory issues that have
no right answer.

Political sensitivity- this factor assesses sensitivity to politicaliessand interests beyond purely
economical. Strategic leader must be politicallys#teve, aware, and skilled. It means the ability
to see the “big picture”, as maintaining good tietad with outside interest groups.

Long-term perspective-it is the ability by which strategic leader addfueato organization. The
strategic leaders lacking this ability are at ridkbeing surprised and overtaken by events. They
might be constantly fixing problems that othersndo experience by virtue of having anticipated
them.

Quick Study/Perceptive strategic leaders possessing this ability undadsthow they fit into
the larger picture, being “in charge” in crisesgd deing able to separate trivial from important
issues. Individuals who score low are likely to“behind the power curve” in fast-developing
problem situations, and perhaps to make erronst@rpreting the intent of their superiors.

Complex understanding it represents the capacity to deal with large am® of information,
knowledge of the business, and technical/tactieglability. The individuals who show lower
results in these attribute is left “in the dark’babwhat is going on in the firm.

There are three more requirements additional toctreeptual skills and attributes: long-term
vision, consensus building, and team building. Ltergn vision is the ability to see where the
organization needs to be in the future. Consengildiflg assumes that at the strategic level there
is abundant uncertainty and the magnitude of ressurequired to attain strategic objectives is
greater than one leader may influence or controhggénsus obtained produces joint commitment
to the endeavor. Successful strategic leaders astens at bringing together capable teams, and
leading them as a team- with unity of purpose aifiorte Effective team decision-making is
essential at the strategic level because the smughecale of the issues exceed the capacity of any
single leader to grasp.

1.5. Conclusion on Strategic Thinking

Strategic thinking is a gateway for all the ambiguproblems, opportunities, and mistakes of
strategic management. Whatever unexpected andiaesearched enough happens in practice,
people see it either because of the supremacyratkegic thinking or its lack. Eventhough the
factors, causes, or blame is on somebody or songetise, the strategic manager labels it as
strategic thinking. When looking closely at whatgtgic thinking really means it could be quite
perplexing to find out that strategic thinking isynonym for almost all the concepts that have
strategicas their first word. Due to the problem of artating the cognitive character of strategic
thinking, it is very elusive to define, measurajrror learn how to think strategically. Therefore,
there are many mystifications and interpretationésameaning. It is important to realize that the
lack of strategic thinking capability is recognizext the major detractor of economic
performance. The general conclusion is that sti@ateégking has been under-theorized.

Strategic thinking is recognized on several levathin the firm: individual, team and firm level.
The core of strategic thinking is certainly in theads of the individuals. If there is no strategic
thinking material, there is no strategic thinkirgpability. However, if the environment such as
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teams, departments of the firm does not recoghieg@obtential, strategic thinking stays inside the
heads of the top managers.

The definitions of strategic thinking vary, but uggest the followingStrategic thinking is a
process in which a person perceives, reflectssfaelalizes and acknowledges the signs that
impact the future of the firm, by giving them megniand finally acting upon them by
accordingly shaping their impressions, perspecéind behavior

There are three relations between strategic thgnkind strategic planning. They are either
simulatenous; strategic planning precedes stratdgiking or they exclude eachother. The
compromise is a dialectic relation between stratdgnking and strategic planning.

Apart from this, there are several suggestionsoskible features of strategic thinking. Whatever
feature one might mention, it is actually a mandten of certain skills, competences,
knowledge, and personal character constitutingeggia thinking capability. It is not the question
whether these features exist in individuals, btiteato what level top managers utilize these
features and the way they combine them in spegifictical situations.

2. THE SCHOOLS OF STRATEGIC MANAGEMENT

Strategic management is a relatively young fieldvimich all seminal scholarly articles were
published in the last 30 years, with over 80 pert c# them in the last 10 years (McKiernan,
1996, p. xiv).

2.1. Defining School of Strategic Management

If strategic management is in its teen years omamsbfing from adolescent to adulthood
(McKiernan, 1997, p.790) it is still in the earlgwklopment stage of science, which is being
characterized by continual competition (Kuhn, 19p6,4) between a numbers of distinctive
views on the process of strategic management. Asetis a variety of approaches, schools
attempt to group the ideologically closest viewgether. Each of these distinctive views partially
derives from and is all roughly compatible with thietates of scientific observation and method.
What differentiates these various schools is netdkistence of method failure, as they are all
scientific, but they resemble in their incommenbieaways of seeing the world of practice.
Schools of thought have been formed, dedicatedticrethe respective theory and to establish
its superiority over other schools. However, aksdt schools appear to be studying the same
problem- the way they perceive process of strateginagement. Therefore, discussing about the
origins of strategic management, any consensusilestones is likely to be limited (McKiernan,
1996, p. xiv).

The theories are subunits of the schools. Theycddran equivalent value. Therefore, the
promotion of a single theory, as the ultimate truigh considered a dogma and promotes
indoctrination, which ultimately brings to a statiltisn the thinking process. Even insisting on
the dominant paradigntan induce strong cases of cognitive calcificabod therefore limiting
interpretations and creativity (McKiernan, 1997798). The four schools suggested later in the
text should not be seen as mutually exclusive. #ebeanalogy is to see them as strands
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interwoven to form a strong rope (McKiernan, 1996xv). The other analogy is a fable of the
blind men and the elephant written by Saxe (MintgbAhlstrand, Lampel, 1998, p. 2).

The concept of the school of strategic managensenséd in the sense of a paradigm (Ansoff,
1987, p.501 originated from Kuhn, 1996). AlthoughhK used word paradigm in twenty-two
different ways (Kuhn, 1996, p, 181), it mainly darfor the entire constellation of beliefs, values
and techniques that are shared by the membergjioea community (Kuhn, 1996, p.175). The
term paradigm is what the members of a scientdimmunity share, and, conversely, a scientific
community consists of researchers who share a jganaKuhn, 1996, p. 176). Researchers
whose work is based on shared paradigms are coeanrtitt the same rules and standards for
scientific practice (Kuhn, 1996, p.11). When growgfsresearchers enter into a debate about
paradigm choice, their role is necessarily cirguéach group uses its own paradigm to argue in
that paradigm’s defense (Kuhn, 1996, pp. 93-93¢hExzhool is a paradigm of its own, consisted
of several sub-schools theories or thesis of dffestreams of thought. Each school in this thesis
is presented by the mainstream premises dominttatgchool.

There have been several attempts to define sucésifotation in the field of strategic

management (Chaffee, 1985; Hampden- Turner, 1998ittMgton, 1993; Mintzberg, 1994,

McKiernan, 1996; Mintzberg, Ahlstrand, Lampel, 19%&berberg, Rieple, 2001). Each of the
proposed classifications is the results of the @atghway of thinking, offering one view in the

whole elephantstory. The example of the disputes and misundeisig between them is the

Ansoff (1991, 1994) - Mintzberg (1990, 1991) disios.

The ideas of one author might contribute to diffiérechools of strategic management, while
authors develop their thought in the series of ijpabbns, supporting different point of views.
The classification presented in the following texthe result of a subjective author’s proposition.
The main reasoning underlying the logic of the ps®u classification is that the strategic
management field had roots and history, which éssthurce of inspiration for almost each of the
scholar in his future seminal works. T@&ssical schools the school, which presents the basics
of strategic management and historical roots aackfbre the most influential of all. On the other
side of the pendulum is th@ontemporary school This school is not opposing classical school,
but rather changing the underlying logics. By chagdime setting and the environment, needs
changed as well as the motives and aspirations. Sidhiool supports the idea of collaboration and
cognition. Knowledge of cognitive features is imjaoit in order to understand ourselves as
human beings, simultaneously understanding otheplpe and the most effective way to
collaborate. The next school is tlEgvironmental school of strategic management, which
presents all the reactive and passive ways of ageipg from the past to the future. According to
this view in the world of globalization, most of st have to adopt and change according to the
imperatives of the forces from the environment. Témt of the four proposed schools is the
Competitive schoo) which underlines the survival in any possible wiys the active attitude
towards the future, emphasizing the importanceoafpetitive advantage.
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2.2. Classical School of Strategic Management

Classical schodlof strategic management embraces all the basiscamkrstones of strategic
management as theew scientific field. One can place here (Jelenc, 20051053): Design
school (Mintzberg, 1994), Planning school (Mintzhet994; Haberberg, Rieple, 2001), Classic
school (Whittington, 1993), Planning and Practicko®l (McKiernan, 1996) and Linear school
(Chaffee, 1985). All these authors contributed heirt classification of schools of strategic
management and therefore suggested some insightsath unique views of the historical
evolution and structure of strategic managememn ftloeir own perspective. Their inspiration is
the criterion upon which they organized the sch@old labeled them. Due to the subjectivity,
there is an overlap in the content and contexhe$é¢ schools. Both of Mintzberg’s schools, the
design and the planning one, are put under treediticlassical school of strategic management,
although they resemble a bit and present two stagethe early evolution of strategic
management.

Due to the multi-disciplinary area like strategi@amagement, many various influences gave
direction and defined scope of this discipline. Tgemeric sources (Cummings, 1993, p.133 cited
in Mencer, Jelenc, 2007) of strategy developmerd: w#logical route that acknowledged the
fact natural competition has been around forex@iowing the principles of Darwin’s selection,
and the second route was traditional heritage 6fani analogy. The source of military analogy
can be found in the book$he Art of Warby Sun Tzu, old GreeksFoch and boolon Warby
von Clausewitz. Looking closely, both of them halve same root- fighting for survival, led by
either nature or by human brain. Human beingsestatd comprehend this survival in a more
sophisticated way, distorting to luxury, well-beingnd fulfilment of greedy and egoistic
individual needs.

The first economists- mathematicians using thesrofewar in economy are von Neumann and
Morgenstern in the workGame Theory and Economic Behavi@@944). The Industrial
Revolution helped the thought of modern managenmmtevelop, especially in the works of
Stuart, Smith, Watt, Owen, Arkwright and others.eTprinciples of specialization, control,
personnel policies, standard operating proceds@sntific management, and planning were laid
down largely as mechanistic procedures. In theygfih century writers such as Fayol, Church,
Sheldon and Brech brought mechanistic approachnibrace the integration of specialized
activities within the organization. American cohtriions of Taylor, Gilbreths, Halsey and
Towns consolidated this science of management jihagNng internal organizational activities
(McKiernan, 1997, p. 791).

Chester Irving Barnard, as both, practitioner drebtist, expressed his ideas only in the form of
two books and few articles, but presented manageisgmes as the combination of science and

! The nameslassicalcomes from the Whittington's classification of Swhools (Whittington, 1993, p. 11-17) due to
the fact that the term classical corresponds topérod of time were all these ideas have been.bélinother
schools of strategic management found the inspirati these early contributions.

2 |nitially strategosreferred to a role (a general in command of anydrom Enyclopedia Britannica, 1963, pp.452-
459 cited in Mencer, 2003, p.25). The word is commbfromstratos(army) andagein(to lead) the art of leading
army (Buble, et.al. 2005, p.3). Later the meaniragthe art of the generawhich is to say the psychological and
behavioral skills with which he occupied the rdBy. the time of Pericles (450 B.C.), it came to measnagerial
skill (administration, leadership, oration, poweén)addition, by Alexander's time (330 B.C.) itegfd to the skill of
employing forces to overcome opposition and to ter@aunified system of global governance (Mintzb&ginn,
1992, p. 4).
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art of organization. He was aware of the importaoteystem view of the organization and
emphasized the importance of communication in tbemél and informal organization.
According to him four principal errors aam oversimplification of organization life, a digad

of the fact and of the necessity of informal orgation; an inversion of emphasis upon the
objective and the subjective aspects of authoatd a confusion of morality with responsibility
(Barnard, 1956, p. 286). His ideas contained tleel s three different trends of organizational
theory that were to dominate for the next threeades; institutional theory represented by Philip
Selznick (1957), decision-making school represerigdHerbert Simon (1947) and human
relations school (Mahoney, 2002, p. 162). In hisstmamous book;The Functions of the
Executive(1938) Simon summarized three functions of thecetee: the establishment and
maintenance of the system of communication, theurseg of the essential services from
individuals, and the formulation of the organizatib purpose and objectives. When discussing
about business decisions, he focused on thosehvelnec not based up@tonomic motiveHe
points this is something that businessmen seldom admd, acinwhich they are frequently
unaware. Prestige, competitive reputation, sociallgsophy, social standing, philanthropic
interests, combativeness, love of intrigue, dislefriction, technical interest, Napoleonic
dreams, love of accomplishing useful things, defireregard of employees, love of publicity,
fear of publicity- a long catalogue of non-econommiotives actually conditions the management
of business, and nothing but the balance sheetskdegse non-economic motives from running
wild (Barnard, 1962, pp. 14-15).

Simon, as he called himself a monomaniac (Simo@12f. 501), always wished to understand
decision-making and problem-solving processes dividuals, organizations, and the economy
as a whole. He used different methods and stand Wiem economics, political science,
psychology, computer science, administrative thepoplic administration, cognitive science,
and philosophy to understand decision-making. Heetb“bounded rationality” as an important
element in actual organizational behavior, by statihat bounded rational agents experience
limits in formulating and solving complex problenasd in processing (receiving, storing,
retrieving, transmitting) information (Simon, 199He criticizes Fayol’s platitude and Taylor’s
“economic man” assumptions, proposing the “adnriaiste man” who pursues his self-interests
but often does not know what they are, is awareomffy some of the possible decision
alternatives, and is rather willing to settle for adequate solution, than to continue looking for
an optimal one (Simon, 1997, p.45).Administrative Behavio(Simon, 1997, p. 46) he defines
top, which makes “what” decisions, and the bottohiciw make “how” decisions. Each goal in
the means-end hierarchy is an end to things belawd a mean to those above it. Activities can
only be evaluated against the goals above it. Goatts be delegated to different units thus
simplifying the decision making process for papants. One more thing worth mentioning in the
field of administrative behavior satisfactionlt is abehavior which attempts to achieve at least
a minimum level of a particular variable, but whidbes not strive to achieve its maximum
possible value, while a priority is attached to atiainment of other goals.

Chandler, an unorthodox business historian, has Ipaegticularly influential in shaping the

business and economic historians’ intellectual dgefdohn, 1997, p.160). Chandler (Chandler,
1977, p. 2) claims that in many sectors of the engnthe visible hand of management replaced
what Adam Smith referred to as invisible hand ofrket forces. The market remained the
generator of demand for goods and services, butemobtlusiness enterprise took over the
functions of coordinating flows of goods throughistxg processes of production and
distribution, and of allocating funds and persorfoelfuture production and distribution. In this

way, the rise of modern business enterprise browghtit managerial capitalism. The modern,
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multiunit enterprise, by its very act of adminisiva coordination, brings imperfect competition
and misallocation of resources (Chandler, 1974)pThis multiunit business enterprise grew in
size and diversity and the management of such migeradministrated by salaried managers
replaced the small traditional family firm. The osvship of the firm separated from management
of the firm. Modern enterprise was the institutioresponse to the rapid pace of technological
innovation and increasing consumer demand in thigetrStates during the second half of the
nineteenth century (Chandler, 1977, p. 12). Chatsdork is characterized by the maxim
“strategy precedes structure” which became a bywoirdcorporate management. Second
contribution was explicit behavior model: firms @ther organizations are governed by inertia.
They change the overall direction (which Chandigisctheir “strategy”) only when forced by
competitive pressures, to do so, and the changsarategy is likely to be successful only if
accompanied by decisive change in organization@lireu According to Chandler, strategytie
determination of the basic long-term goals and otjes of an enterprise, and the adoption of
courses of action and the allocation of resourcesassary for carrying out the goalhile
structure ighe design of organization through which the entisgis administratedChandler,
1962, p. 13-14)Strategy and Structur&as a book for business manager- a book that iexola
the sea to the fish who swam within it.

In 1960s the most eminent works are in the forrbaksStrategy and Structur@962) written

by ChandlerCorporate Strategy1965) written by Ansoff, anBusiness Policy: Text and Cases
(1965/1966) textbook written by Learned, Christengendrews, and Guth. These seminal works
provide the foundation for the field for strategimanagement. They advanced the domain of
strategy beyond the traditional focus of merelyapstone course about integration of functions
within the firm. This is the historical backstagéem first paradigms of strategic management
start to articulate.

The first wave (design school or conceptual schooljithin the classical school of strategic
management was developed during the sixties ofwibatieth century. The ideas of this school
are the most influential ones of all of the schoblsarly all of the ideas and issues that concern
us today can be found at least in an embryonic forthese key writings of the 1960s (Rumelt,
1994, p.18). The most essential premise of thisads congruenceor fit* between external and
organizational factors. It is called the design elogMintzberg, 1990) due to the belief that
strategy formulation is a process of creating acephby the use of a few basic ideas, to design a
strategy that fits the organization and its envinent.

The mainstream ideas represented in this scho@ heen widespread through the very first and
only publication of the academic literature of s#ggc management. The ideas have been evolved
in the discussions with practitioners. Those ide@se presented to the new generations of
students of business in almost all business schafolsose times. Through the generations of
students and future managers, the ideas of busputiey entered the boardrooms of each large
firm in the world. The aim of the first years teaxhBusiness policyvas not to develop the
scientific foundation of business policy or strateigpanagement but rather to help the managers
in their everyday life with the practicalities thégce with on a daily basis. They were mainly
interested in identifying and developing the “bpsdctices” that were useful to managers. The
target audience of their work was managers, ardests aspiring to be managers. Their principle

® Lindgren and Spangberg (Lindgren, Spangberg, 18846 cited by Mintzberg, 1990, p. 172) refertis &s thit
school.
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goal was to impart knowledge to practitioners, eatthan to pursue knowledge for scientific
advancement (Hoskisson, et.al., 1999, p. 423).

The elementary idea has derived from Newman’sainieceAdministrative Actionwhere he
emphasized on “the nature and importance of siyai@gewman, Logan, 1971, p. iii). His ideas
may have originated in the McKinsey consulting ficecfrom the thirties of the 30century, as
reflected in the Reilley piece of 1955 (Mintzbel®90, p.172). More capstones are works by
David G. MooreManagerial Strategiefrom 1959, Seymour Tilles in the artidhow to evaluate
corporate strategyrom 1963.

Some of the basic concepts that underlie the desibool can be traced in other disciplines like
in the work of sociologist Philip Selznick, in Hi®ok Leadership in Administratiofil957) and
business historian Alfred D. Chandler in his b&ikategy and Structur@l962). Selznick (1957)
was first to introduce the term of distinctive chitiies and noted that the task of leadership is
not only to make policy, but to build it into theganization’s social structure (Selznick, 1957,
pp. 62-63), an aspect of the process that latdrbgilcalled implementation. Leader must take
into account the internal state of the policy; #teving, inhibitions, and capabilities that exist
within the organization and the external expectetithat determine what must be sought or
achieved if the institution is to survive (Selznid®57, p. 62, 67-68).

One of the most popular textbook recognizedBisiness Policy: Text and Casiem 1965
written by Edmund Learned, Roland Christensen, l€dnnAndrews, and William Guth
(Mintzberg, Ahlstrand, Lampel, 1998, p. 25, McKiam 1997, p. 791) within the Harvard
Business Scho@l The first examples of the corporate strategyessn the form of case studies
are the case-study of the Swiss watch industrytemitoy Andrews in 1959 (Christensen,
Andrews, Bower, 1986, vi iz Mintzberg, 1990, p. 173

Andrews splits strategy into formulation and impétation highlighting the four components,
what the firm (Andrews, 1971, pp. 25-27):

* Might do (market opportunity),

» Could do (corporate capability and resources),

» Wants to do (ambition- manager’s personal valuelsaspirations), and

» Should do (social responsibility- obligations takstholders apart from the stockholders).
Strategic decisions are reached by establishinigefiveen the external (market opportunity and
social responsibility) and internal (corporate dality and ambition) environments. Outside
opportunities are exploited by inside strengths,levithreats are avoided and weaknesses
circumvented (Mintzberg, 1994, p. 36).

* In the academic year 1911-1912, the Harvard BasiSehool starts offering a course in Businesstdcturing
Arch Shaw. The purpose was to develop an appraabliginess problems from the top management pbwview
and to achieve the mystical state of “thinking liteef executive” (Bose, 2003, p. 30). At Shawging, this course
and others used the case method of instructionrimaaner similar to that developed at the Harvard ISchool.
Business policy soon become the core course afuhculum at the Harvard Business School and #se enethod
(clinical research Bose, 2003, p. 31) its primary method of teachi®gcieties, journals, university training, and
specialized consultants were flourishing by theQL®ven then, they were limited to North Americamtinent and
did not appear in any form in other countries uaftier World War 1l (Chandler, 1977, p. 467-468Y. &tending and
participating in the same meetings, by reading ariting for the same journals, and by having atezhthe same
type of college courses, these managers beganvio dhaommon view as well as common interests anderas
(Chandler, 1977, p. 468). There is also a bé&alicy Formulation and Administration- a Casebodk Senior
Management Problems in Businesstten by Christensen, Berg, Salter and Stevenfat edited in 1951.
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In fact, it is the form of the SWOT analysis (Sgtrs, Weaknesses, Opportunities, and Threats).
The strategic alternative, which results from mitglopportunity and corporate capability at an
acceptable level of risk, is what we may call anneenic strategy. Economic strategy will be
seen as the match between qualification and oppitytthat positions a firm in its environment
(Christensen, et.al., 1982, p.164). The motto o Hehool is “capture success,” by finding out
what you are good at and matching it with whatwioeld wants and needs.

Andrews and his colleagues considered businessypals the study of the functions and

responsibilities of general management and the lprab, which affect the character, and

success of the total enterprise from the viewpointhe chief executive or general manager,
whose primary responsibility is the enterprise asviaole (Learned, et al., 1965, p.3). More

importantly, they define corporate strategy astéepaof decisions in a firm that determines and
reveals its objectives, purposes, or goals, pratioe principal policies and plans for achieving
those goals, and defines the range of businessdsm is to pursue, the kind of economic and
human organization it is or intends to be, and riature of the economic and noneconomic
contribution it intends to make to its shareholdessiployees, customers, and communities
(Andrews, 1971, p.18). After the strategy is foratad, implementation is concerned with the
guestion how resources are mobilized to accompiigh strategy and requires appropriate
organizational structure, systems of incentives emwatrols, and leadership. Implementation is
“comprised of a series of subactivities which arienprily administrative” (Learned, et al., 1965,

p.19).

In the mechanistic perspective, strategy is mawiBwed as a posture- a relatively stable
configuration- a fit or alignment between mutuadlypporting organizational features, such as
activities and organizational structure, and emmmental features, such as a customer group
(Farjoun, 2002, p.563).

The representatives of this school published mamntbboks for business schools. The typical
literature is the way it is organized even todé first part is the theoretical part in which they
elaborated their ideas and the second part in whiey presented case studies from management
practice. The popularity of this school decreasethe eighties, but still dominates in business
schools.

The analysis starts simultaneously on the bothssidee analysis of external and internal
appraisal are on the same level of importance Rict). The external appraisal concentrates on
the threats and opportunities from the environmenwhich firm operates and concludes with
identifications of the key success factors. Therimal appraisal focuses on the strengths and
weaknesses of the organization elaborating moreghendistinctive capabilities of the firm.
Creation of strategy is the result of the procesestablishing fit or congruence between key
success factors and distinctive capabilities. Saesponsibility and managerial values strongly
influence the possible forms and shapes of theeglya At the end of this process, there are
several possible strategies, which are being eteduand analyzed in detail. The optimum
strategy is the conclusion of the process. Thitiésend of the strategy formulation process and
the beginning of the strategy implementation precdhe decision rule used is to choose a
strategy that capitalizes on the firm’'s strengthrks on its weaknesses, exploits its
opportunities, and defends or neutralizes thré&asney, 1986).
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Picture 4: Basic model of the design school oftegge&c management
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Source: Mintzberg, 1994, p. 37

Strategy needs to exhibit external consistencym firesources need to be matched with
environmental opportunities, and internal consisyera fit between strategy and organizational
features. Underpinning premises about the procéssrategic management that characterized
this school are (Christensen et.al. 1982, p.6188, 543):

» Strategy formulation should be a controlled, comggiprocess of thought
The strategies are formed through a tightly colgdblprocess of conscious human thought.
Strategies should not be developed intuitivelyroemmergent fashion, instead to be as deliberate
as possible (Andrews, 1981, p.24) and to changstive skill of formulating strategy into
conscious one (Andrews, 1981, p.105-106). Emergategy and opportunism are conceptual
enemies of strategy and implicit intuitive strateégyrand of a strong leader is a sign of weakness
of the firm (Christensen et.al., 1982, p. 828-828though this school is named the design
school, it does not stand for the impulsive andative thinking, which alternate the direction
according to the influences in the environment. Pphecess of strategic management cannot
support intuition, random decisions, or subconscideeling of prospective future business
trends.

«  Architect - top manager is responsible for the formulatiod Bnplementation
Responsibility for the process is with the chieeextive officer for both: strategy formulation
and implementation (Mintzberg, 1994, p.38). Arctiitis a metaphor, since the chief executive is
seen as a planer and a designer of plans. Othetbersmof the organization are delegated to
subordinate roles on the process (Christensen dtedMintzberg, 1994, p.38). Andrews
associates the whole field of strategic managemeétit the “point of view” of the “chief
executive or general manager” and entitles a settiee president as architect of organizational
purpose” (Mintzberg, 1990, p. 176). Command-andsobnmentality allocates all major
decisions to top management, which imposes thertherorganization and monitors them via
elaborate planning, budgeting, and control systelayés, 1985 cited in Mintzberg, 1990, p.
176).

® zand (Zand, 1981, p. 125 cited by Mintzberg, 1980176) named this premises as the part of raliarchitect
model.
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» Informality, simplicity, explicitly, creativity, uigueness as characteristics of the strategic
management process

School acknowledged that strategy formulation cdadddesigned in a simple, yet informal way,
while it is a result of “an act of judgment” (Chessen et.al., 1982, p.108). Simplicity is the
essence of good art, a conception of strategy dhmithg simplicity to complex organizations
(Christensen et.al., 1982, p.554). Strategy hefpseducing details and points to the most
important factors in the environment and within ten. Although simple strategy is not
necessarily natural, it must be formally learnetir{&ensen et.al. 1982, p. 6 cited by Mintzberg,
1990, p. 176). Simplicity comes from the fact tlsantrol is in hands of one person. If the
strategy cannot be congested in a short and sifopie, how it would be possible to perform
control implementation of that strategy (Christenseal. 1982, p.182)? The strategies should be
made explicit and if possible, articulated, whichans they have to be kept simple (pp. 105-106,
554, 835). The strategy should be explicit for ¢hreasons: to be effective and specific enough to
require some actions and exclude others (Christeetal., 1982, pp. 105-106), only an explicit
strategy can be discussed, investigated and deljatedtews, 1981, p. 24) and only explicit
strategy can serve its prime function of knittingople together, provide coherence to
organizational action (Rumelt, 1980, p. 380) andegate support (Mintzberg, 1990, p. 182). The
formulation process should be a creative act (@ngen et.al., 1982, p. 186 cited in Mintzberg,
1990, p. 177). Scholars writing in the spirit ofstischool defend their model (Picture 4) as the
basic and generic model for strategic planningllifirans. In each firm, there is a way in which
distinctive capability, organizational resourcesd @rganizational values are combined, and this
combination is or should be unique (Christenserg21%ited in Mintzberg, 1990, p. 177).
Moreover there are variables from the environmet specific situations for which Hofer and
Schendel suggest principle of “situational phildsgpwhile dealing with the strategic planning.
The essence of the strategy definition is a pattesmnity, coherence, and internal consistency of
a firm's strategic decisions that position the fimits environment and gives the firm its identity
its power to mobilize its strengths, and its likelod of success in the marketplace (Andrews,
1987, pp. 14-15).

» Adaptation to the environment and social respolisibi
Environment influences the firm. Therefore, themfishould recognize the parameters in the
environment and adjust itself according to themer&€his no possibility either to change the
environment or to create a new one. The emphasis $9cial responsibility. However, the leader
accounts for the needs of society, not the othgrneand. Society exerts influence on the firm, if
the leader is voluntarily socially responsible (kiverg, 1994, p.38).

» Formulation precedes implementation
Full-blown strategy that has followed the instrantabove is ready to reach the second stage- the
implementation. Analysis of the current situatisrai divergent process; the moment of deciding
upon the decision is a convergent process whileirtiidementation is a divergent one again.
After being decided upon, strategy does not chawbéde emergent strategy considered erosion
of deliberate strategy (Christensen et.al., 1983:%54). Structure follows the strategy helping to
implement the planned business idea. The implerientaonsists of several subactivities and
Andrews mentions twelve steps in the implementapimtess, which are administrative in their
nature (Christensen et.al., 1982, p.98). If thereome mistake in the implementation, the reason
is either a implementation misunderstanding or Btipal reason, but not the mistakes in the
formulation strategy process.
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Simultaneously with the development of the desighosl, there was an evolutionary second
wave of the classical school of strategic managém@manning school of strategic
management In the second half of the sixties of the tweltieentury, the scientific and
practitioners articles about strategic plannin@ asodern and progressive management approach
overwhelmed the publications. Everybody wanted ndewstand study and implement strategic
planning in his or her everyday life (Mintzberg, I8thand, Lampel, 1998, p. 48). One of the
earliest and most generic models is theatomy of Corporate Planningy Bilmour and
Brandenburg from year 1962 published in Harvardifiess Review (Steiner, 1969, p. 44). Later
versions of models were based on this model, fuglaborating some of the variables presented
in the model.

The formal motto of this school wésrmal procedure, formal training, and formal ansily with

a bunch of number@Mintzberg, Ahlstrand, Lampel, 1998, p.48). Peoplecharge of strategy
formulation are the planning department, specitayned, educated, and direct subordinates of
top managers. The main source for the planning dcloholars was Igor Ansoff's book
Corporate Strategyublished in1965. Although it developed almost simultaneouslthvihe
design school, the planning school was popularnguthe seventies of the twentieth century.
Scholars representing this school claim that theyat have the attention of top managers, but
they are the ones that promoted the ideas of tthiead much more than all other ideas and
schools. The practitioners were not very suspiciabsut the validity or reliability of the
promoted ideas and they took them for granted. ngegLorange, 1979, p.226) found just thirty
empirical studies using questionnaire wanted toverthe benefits of implementing strategic
planning. This school was developed more in quarthian quality (Mintzberg, Ahlstrand,
Lampel, 1998, p.48).

The way Alfred Sloan managed General Motors wamsgpiration for management consultant
Peter Drucker, theorist Igor Ansoff and businesstdnian Alfred D.Chandler (from Du Pont
family, owner of the majority of General Motors) tineir papers. They emphasized his way of
management and specially: pioneering the multigivil form of organization and the concept
of return on investment. Moreover, Sloan recognitteel need for strategy, which he called
“policy” and the importance of keeping it separfiten the day-to-day business of operation. In
that context comes the definition of strategy repmting this school (Chandler, 1962, p.13):
strategy is the determination of the basic, loregnat goals, and objectives of an enterprise, and
the adoption of courses of action and the allocatd resources necessary for achieving those
goals

Chandler studied the way organizational structsrerild be built in order to allow top managers
to focus on their strategic responsibilities. Ofn¢he possible ways is to remove the executives
from routine operational activities and give thdm time, information, and even psychological

commitment for long-term planning and appraisal g@Her, 1962, p. 309). Thus, strategy
formulation and control was confirmed as the pritask of the top manager while strategy
implementation was the responsibility of the opersl managers in the divisions (Whittington,

1993, p. 14). The main decision top managers anéaaing with is what kind of business the

firm should seek to be in (Ansoff, 1965, p. viii).

38



6€

Picture 5Basic model of the planning school of strategic agg@ment

Source: Steiner, 1969, pp. 31-61



Symbolically, the roots of strategy come from tlek @Greek, plans were at those times conceived
in the general’s tent, overlooking the battlefiblat sufficiently detached for the safety reasons.
The conceived plans are executed according to comspatransmitted through obedient
hierarchies to the officers and their men at tloatfr The objective was victory- conflict, not co-
operation (Whittington, 1993, p. 15). That is tp&is of premises of planning school.

Ansoff suggests a more detailed model of stratplgioning process. There are plenty of models
in the spirit of planning school of strategic ma@agnt. Their main inspiration comes from the
design school model but with more elaborate vaemland features. The process of strategy
formulation (Picture 5) starts with defining thead® and performing SWOT analysis. When
doing environment scans one tries to envisagedutuorder to adjust the firm according to the
expected changes.

Inability to envisage assumes the inability of pliawg. Thus,to predict and to preparAckoff,
1983, p. 59 cited by Mintzberg, Ahlstrand, Lam@d&€l98, p. 51) not to forget, some variables are
listed on long checking lists of things that shob&lanalyzed. The analysis of the inner state of
the firm has less complicated structure with feareFckpoints.

The process of implementation is less formal ttenstrategy formulation process. Each strategy
could be divided into substrategies in order topdify implementation (Steiner, 1969, p.177).
There are more hierarchical levels: goals, budgatbstrategies (corporative, business, and
functional). All those hierarchy levels are in thgerational domain called master plan, helping to
implement the strategy, indirectly usable for tbateol process.

The elementary premises that denoted this scheo(Mintzberg, Ahlstrand, Lampel, 1998, p.
87; Mintzberg, 1987, 1994):

» Approach toward strategy formulation is almost it as in the design school of
strategic management with a few important diffeesndhere are basically in the domain
of strictly defining goals and detail elaboratiohsbeps which are timely and formally
described and programmed,

« Large amount of energy is devoted to the methodspliementation,

e Formulation and implementation are the essentiatufes of the system analysis:
mechanistic formulation and implementation are pathe system,

* Top manager has the passive role of the stratedytact, as the person who approves the
strategic plans at the end of the process. Planmais role is to have responsibility to
prepare, suggest, and evaluate all the documenthdofinal decision, but they do not
make that decision,

* One of the ways to forecast and prepare for therdus by utilizing the scenario method.
Future cannot be predicted but the scenario mathode of the ways to be closer to the
future. One prepares himself thinking that one e scenarios will appear as the real
future,

» First is the emphasis of the detail analysis ofgbtential strategies and then voting and
deciding about the best one,

e Comparison and selection of strategies is possilile the use of many methods and
techniques,

* The process of implementation is divergent by regtwhile the formulation is more of a
convergent process,
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» Process of formulation is strictly formalized, vehthe process of implementation allows
the freedom of rationality, analysis, delegatioa kierarchical level downwards, and

* Planning becomes programmed while the whole prosegsetty much planned in detail
and there is a detail plan of planning (Steine§9$. 234) with the exception of highly
risky or unpredictable events that are excludemhftioe analysis (Mintzberg, 1973, p. 48).

The ultimate goal of the firm, according to thidgol is profitability (Whittington, 1993, p.11)
which can be gained via rational long-term plannimg rationally utilizing scarce resources and
rational decisions which will result in high preaifiility. Rationality can be reached by separating
the formulation from the implementation process.

2.3. Environmental School of Strategic Management

The Environmental school of strategic managemetgignates common features including all
those factors functioning outside the firm, whidhnedtly and in a large degree influence the
process of strategic management. This school ledidhiat these factors prevail during the
process of forming a strategy. Unfortunately, tlvaynot be influenced on, changed, nor can
their strength, character or intensity be refocutad important to point out that these factors a
created within the environment, but they have arecef within and on the firm.

Among this school are (Mencer, Jelenc, 2006, p: 68 Environmental school (Mintzberg,

Ahlstrand, Lampel, 1998), the Evolutionary schodlhfttington, 1993), the Learning school
(McKiernan, 1996, pp. xix-xx), the Adaptive schqMintzberg, 1973), the Ecological school
(Haberberg, Rieple, 2001), the Power school (Mietgb Ahlstrand, Lampel, 1998, Haberberg,
Rieple, 2001), the Processual school (the parherfitm’s micro policy: Whittington, 1993, pp.

22-27), the Cultural school (Mintzberg, Ahlstradgmpel, 1998) and the Systemic school
(Whittington, 1993, pp.28-39).

The Environmental school of strategic managemeheévss that the environment is the most
important and directly or indirectly the most clcfactor in strategy formulating. The term
‘environment’ implies all the forces present outsttle firm. The environment is defined as a set
of undetermined and undefined foraed theresomewhergactually everything not pertaining to
the firm (Mintzberg, Ahlstrand, Lampel, 1998, p.728 The notion is that the environment
comprises all that is happening to the firm, thoutgtloes not originate within it, and the real
cause, the bearer or the consequences is unknown.

According to this school, the process of strateg@nagement is formed by the principle of
mirror (Mintzberg, Ahlstrand, Lampel, 1998, p. 28@)which the situation in the environment is
reflected on the firm, and under this influences fhrm forms its strategy. At this point, the
environment takes the role of the strategist. Tiikeiénce of the environment is so strong that it
is questionable whether the manager has any stratbgice. However, in a more moderate
form, this school sets down a range of potentigisiens that could be made according to the
forces and needs of the external environment. $ti®ol concentrates on various methods of
environment analyses (Mintzberg, Ahlstrand, Lamp8B8, pp. 286-287) and thus contributes to
revealing different dimensions of the environment.
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This school derives from thiéeory of contingencywhich correlates individual environmental
variables with organizational features. Conseqyenil is believed that the formalized
organizational structure is more adequate to a ratalgle environment, and thus requires more
planning. These tendencies gave path to a grouprgdnizational theorists under the name
population ecologistswhich believe that the companies die out if thigy not adjust to the
environment. Another groughe institutional theoristsbelieves that political and ideological
pressures from the environment minimise but dolead to a complete elimination of strategic
choices.

The Contingency approach (Bruns, Stalker, 1961; &Ma@wd, 1965; Lawrence, Lorsch, 1967
cited by Stacey, 1993, p. 61) came about as aioeatd the classical strategic management
school representing the idea of a single best wawrming a firm, based on the principteall
dependgStacey, 1993, p. 61). The response of the comimygapproach is that the best way of
running a firm depends on its size, the technoleggd, employees and consumer’s expectations,
the history of the firm, the stability of the emsiment, concluding that different conditions
demand different behavior.

The most important environmental variables influegahe firm’s structure and strategy are as
follows (Mintzberg, Ahlstrand, Lampel, 1998, pp828391; Child, 1972, pp. 3-4):

» Stability - the firm’s environment can vary from a stableatdynamic state. The problems
are caused by sudden changes that cannot be msolvadvance. The variability is
defined in accordance with the level of changesuotty in those areas of the
environment important for the firm’s running,

 Complexity — can vary from a simple to a complex state of ém@ironment. The
complexity of environment is determined by the @éegof heterogeneity and the range of
activities within the environment which are impattéor the firm’s running and to which
extent does it require sophisticated knowledge apmducts and consumers,

e Market diversity — the firm’'s markets can fall into the range fromtegrated to
diversified, and

* Hostilities — the environment varies from being mild and frigndo being hostile. The
hostility of the environment is based on the raafjthreats confronting the firm through
external competition, hostility, or indifferenceych as the firm’s relations with labor
unions, the government and other groups as wéleaavailability of resources.

Population ecologists amongst whom the most known are Hannan and Freegh@77)
expressed in the pap€&he Population Ecology of Organizatitimeir doubts that big things in the
business world, come from learning and adjustmBm. features of each firm are formed soon
after its founding. The variations occur on theelesf the entire population, and innovations give
an advantage to the firm, though the survival ¢ fihrm depends on the ability to obtain
sufficient resources. Each environment has spedlfiéormed values and limited resources. The
increase in production capacities makes the lilitabf resources more evident. Strategy is a
process of experimenting and adjustment that iablyitlead to the collapse of some companies.
The most crucial for the firm is the struggle fesources, and during this struggle, the weak die
out. Those companies that meet prerequisites yrvihile others are cast out. Competitive
iIsomorphism is the result of competitive pressutes drive organizations facing the same
environmental opportunities and constraints to adaimilar characteristics relative to one
another.
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Hannan and Freeman (Hannan, Freeman, 1977, 198éyee¢hat the companies are slow

systems, limited by fixed asset investments, airest of power and mechanisms of allocating
resources and that is the reason why companie$y regact to environmental changes fast

enough. Only those companies that are alreadyypdjfisted manage to survive, others go to the
wall. The role of the leader in the cases of baittess and failure is minimal.

Hannan and Freeman have profoundly shaped thercbsagenda in numerous areas of social
science- not just the study of complex organizatidyut also such fields as social stratification
and inequality, economic sociology, political sdogy and social movements. The
representatives of this school are also Pugh (196888), Hawley (1950), Miller (1988),
Burgelman (1991, 1994, 1996) and Van den Ven (19882).

The unit of analysis is the organizational popolat{rather than individual firms). A population
comprises organizations sharing a common form maftegy that responds in similar ways to
environmental forces or as a collection of esséyntimmogeneous firms (Hawley, 1950 cited by
Mellahi, Wilkinson, 2004, p. 24). The term popubati ecology and organizational ecology
quickly became synonymous and are often used megeably. Organizational ecology derives
its ideas from organization theories of the 1958led human ecology (Hawley, 1950 cited by
Mellahi, Wilkinson, 2004, p. 25). Organizationalotagy scholars determine four factors that
determine the chances of success or failure foarorgtions (Mellahi, Wilkinson, 2004, p. 22-
30): population density (Delacroix et.al. 1989; Harand Freeman, 1988: Hanna et.al. 1991
Peterson and Koput, 1991), industry life cycle &Agal et.al. 2002; Balderston, 1972),
organization age (Baron et.al. 1994; Bruderl anduSsler, 1990: Fishman and Levinthal, 1991:
Levinthal 1991; Stinchcombe 1965) and organizat@pe (Barnett and Amburgey 1990:
Hambrick and D’Aveni 1988, Wholey et al. 1992). @ngations are embedded in their
environments and therefore external factors havee rapplanatory power than firm level factors
(McGahan, 1997, Rumelt 1991 cited in Mellahi, Wilkon, 2004, p. 22).

Hannan and Freeman propose that organizationggfaainilar environmental conditions within a
population tend to be isomorphic to one another ttughe similar internal and external
constraints imposed upon them. The members of iy @apulation are similar to one another in
terms of their organizational forms because thegupg the same macro niche. As competitive
dynamics within a population evolve over time, cetipve selection pushes less fit
organizations out of the population: consequeitllg,resources freed up by less fit organizations
migrate to new or existing organizations. Orgamwest facing competition also tend to
differentiate themselves from one another to enddheir chances of survival. This process of
competition therefore increases the heterogenéibyganizational forms.

Considering the Gause’s experiment from 1934 (wipulation of Paramecium aureilia and P.
caudatum), Henderson (Henderson, 1989, p. 139)lwex that survival in a competitive
environment depends on the differentiation straegnd variety. Certain combinations will
necessarily be more efficient within specific eowimental conditions, which will lead to the
survival of some companies and collapse of othgicsK{ernan, 1996, p. xix). According to it,
biological origin of the strategy is traceablewi¢ differentiate, we will survive; if we all offer
the same, some of us will have to perish. Bioloffgre a vast number of experiments, which can
be applied to strategy. Together with Darwin’s pijtes of natural selection, there is a necessity
of increasing the number of variations, selectioetention, and struggles (McKelvey, Aldrich,
1983, pp. 164-168).
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There are two different aspects conflicting in thiage of discussion. One is Darwinian natural
selection and the other is strategic competitioppsaed by Henderson. Apart being a
distinguished founder of the Boston Consulting @rodenderson propounded the experience
curve, and made contribution in the area of contipatithe growth share trade-off, and product
portfolio.

Natural competition is usually compared to biolagyd characterized by a process of low-risk,
incremental trial and error (Henderson, 1989, pl14&Xperiments with small changes are
performed. Those that are beneficial are graduatlppted and maintained. It is based on
adaptation and the survival of the fittest. Thearefamatural competition is evolutionary. Often it
cannot keep up with a fast-changing environmentveitiuthe adaptation of competitors. There is
a law named Gause’s Principle of Competitive Exolusno two species can coexist that make
their living in the identical way. In order to siwvg one has to differentiate.

On the other hand, strategic competition is revohary (Henderson, 1989, p. 142). Business
strategies can use their imagination and abiliyeson logically on how to accelerate the effects
of competition and the rate of change. Thus, humeosbine intelligent imagination,
accumulated resources, and coordinated behavstatbthe war or doing business. Strategy, as
such, is not simple; rather it calls on the comremtitrand dedication of the whole organization.

The classical economic theories of business cotipetiave the fallacy of simplicity and sterile
assumptions of a rational, self-interested behabioindividuals who interact through market
exchanges in a fixed and static legal system gbgmty and contracts (Henderson, 1989, p. 143).

The Evolutionists doubt in the firm’s ability to &gt itself to the environment in a defined and
sustainable manner. The more complex the firm ésstimaller is the possibility of adjustment.
Compliance with the environment, according to Addri(Aldrich, 1979 in Whittington, 1993,
p.19) is more a matter of luck and opportunitieggre mistakes, than the result of a defined
strategic choice. Business strategies are efficiaefficient depending whether they are on the
right place at the right time. Companies shoulklafier their relative advantages, which are not
prone to copying or imitation, like, for examplarisaction costs. Hannan and Freeman (Hannan,
Freeman, 1988, p.25), from the perspective of i ecologists, believe that efficiency can
be preserved by a constant emergence of new coagpaparallel with the withdrawal of
inefficient companies from the market. Sometimess itjuestionable whether it is favorable to
form a strategy as a long-term policy, since ivester to direct our attention to short-term issues
of efficiency of present business activities. Ohewd experiment with different approaches in a
smaller scope (Haberberg, Rieple, 2001, p. 650)y @hen the positive results of an initiative
are established, should one make new investmedtsaiiterm plans. Many versions should be
launched on the market, evenly allocating resoyt@ed the market will choose the best version
to which more resources should then be dedicatdut{vgton, 1993, p. 11).

Institutionalists led by Max Weber, the ancestortloé¢ organizational theory, believe that
companies are shaped based on strict and fornfalitad and managerial rationality. This theory
sees the environment as a container of two typessoiurces: economic and symbolic. Economic
resources are those that are tangible, such asymtare, and machinery, while symbolic
resources include reputation of efficiency, leadec®gnized for their achievements.
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Strategy becomes the mean of acquiring economauress and their conversion into symbolic

and vice versa, with the aim to protect the firronfr unpredictable and surprising features

coming from the environment. The environment i©mlination between key suppliers, buyers,

and competition. With time, this becomes a largeoye complex, and powerful set of norms

dominant in practice. If it wants to succeed, tinen fmust comply with the norms. Hage (Hage,

1976 cited in Mintzberg, Ahlstrand, Lampel, 199&Jiéves that companies themselves choose
the restrictions to which they will adapt, limititigus their strategic choices.

Whittington’s Evolutionary (Whittington, 1993, pg-2) and McKiernan’'s Learning school
(more precisely part about “natural selection”, Nikan, 1996, p.xix) talk about how the
companies emerge in accordance with the principleatural selection in the unpredictable and
complex environment. Adjustment is a prerequisge durvival. Planning is not completely
abandoned; it represents only one of the supportintivities of strategic change. The
evolutionary approach is not completely sure whrethe top manager is capable of planning and
acting rationally. They believe that the market] aot the manager, is a far better regulator of
maximizing the profit. In this way, only the bestllvéucceed, while others, no matter which
method they use, will not be able to remain onrtaket. Evolution is a natural cost-benefit
analysis, which rewards the best and expels wdasmar the market. Human beings are on the
top of the evolutionary chain, but are still a pafrthat system and therefore the rules within that
system refer to people as well (Henderson, 198948). It is the market, not the managers, that
decides which strategies are most adequate foeafgpenvironment. Penrose (Penrose, 1959,
Whittington, 1993, p. 19) concludes that oligopidiamarkets are functioning on the exactly
opposite principle. The firm - due to its size guver — chooses the market, not the other way
round.

The Adaptive School of Strategic Management

The adaptive way of forming strategy (Mintzberg,739 p. 46) sprang from the work of
Lindblom and Braybrook’sA Strategy of Decisiomating from 1963. What characterize the
adaptive approach of this school are the followaws (Mintzberg, 1973, pp. 405-406):

» There are no clearly defined goals; the strategyrisflection of the political influence of
individual interest groups within and outside thenf There is no central position of
political power and no simple goals. The firm ige®ithe inconsistency between goals.
The firm cannot achieve the maximization of probiyt has to find a solution to the
problems good enough to meet the restrictions,

» The process of strategic management, by its clarasacts to the emerged problems,
contrary to the active approach towards new oppdrés. In a constantly changeable
environment, there are many issues to be solvetlifdnere were time for exploring new
opportunities, the lack of goals’ clarity would neakhe soundness of such action
impossible,

» Decisions are made in a step-by-step rhythm. Simeeare dealing with a complex
environment, the firm cannot risk making a wrongartant decision. It should make a
number of smaller decisions whose feedback willl mea correct final decision. Forming
a strategy is an endless process of successive ist@ghich continuousibbling replaces
the big bite(Lindblom, cited in Mintzberg, 1973, p. 47),

* Individual demands put in front of a firm are caualictory and the manager does not have
the mental capacity to reconcile them. The prooégerming strategy is fragmented by
nature but remains flexible.
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The Power School of Strategic Management

The Power school of strategic management belidhagshe process of forming and developing a
strategy is by its basic character an open appraacihich the stronger and more powerful
influence has a wider control over the formatiorswétegy. It emphasizes the use of politics and
power, during the formation of strategy in termssafisfying specific interest spheres. In this
context, power is conceived as practicing influebegond strictly economic spheres, i.e. outside
the usual market forces, even though it is hardstablish the subtle border between economic
and political goals (Mintzberg, Ahlstrand, LampEd98, p. 235). The necessity of coexistence of
different interest groups within the firm is a sitwn in which the privileges of one interest group
depend in a large scale on the existence of thelgges of another. The interaction among
different individual's and group interests creatasitual tensions and conflicts. Thus, the
negotiations and compromises become a necessarpooemt of reaching individual's or
groups’ goals and satisfying their interests (McKan, 1996, p. xxi; Pettigrew, 1977, p. 82).

There are two spheres of power (Mintzberg, Ahlgtranampel, 1998, p.235). Micro power
speaks of the influence of politics within the firavhile macro power understands the power
used by the firm in its interaction with the envineent, and vice versa. Strategy is formed under
the influence of politics and power, as a processde the firm but simultaneously occurring
outside the firm (Mintzberg, Ahlstrand, Lampel, 899.235).

The literature on this school is quite scarce, ibuime, that in the areas of joint ventures and
strategic alliances has increased. However, thes ot mean that there was no such influence in
companies on forming strategy, but the topic wasdelicate to be explored. This topic is more
dealt within the framework of political scienceglgaublic administration. The first works on this
topic emerged in the 50’s, the works of March, &tgi Cyert, Emerson, Hinings, Burns and
Stalkner, Crozier, Lawrence, Lorsch, Perrow ancesthin the late 70’'s there were works of
MacMillan (1978),Simon (1977), Johnsen (1968), Child (1972), Eliasd®76), the studies of
Sarrazino (1975), Pettigrew (1977, 1992), Hicksb@7(), Pfeffer and Salancik (1978), Bower,
Doz (1979) and Ranson (1980).

The fundamental goal ahicro power is to implement the reality of business life istoategic
management: the firm is composed of individuals,jctvhhave their own dreams, wishes,
interests, and fears. The process of forming gjyaie a process of negotiations, compromises
among conflicted individuals and coalitions. Thecrai power sees strategy as a game of
persuasion, deals, and direct confrontations.

The representatives of this school state thatnbispossible to either formulate or implement the
optimal strategy; the formed strategy is liablaliiferent individual and group goals. They try to
obstruct anticipated strategy at each step by pigyolitical gamesnside the firm.

Bolman and Deal (Bolman, Deal, 1997) presenteavibiéd of organizational politics:
« Companies are coalitions between different indigldwand interest groups,
* There are numerous complex and mutually intertwirgdations within the context of the
system of values, notions, beliefs, interests aadlty perceptions,
* The most important decision refers to the allocatibthe scant resources,
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» Since the allocation of the scant resources isnanoan goal, the conflict and power of
individual interest groups is stressed, and
* The decision is reached through the process ofabdang and negotiations for the
position among different position groups.
The Power school believes that the roles of orgahiand unorganized individuals should be
better comprehended and understood. Through theraction emerges a strategy that is not
optimal. In fact, the strategies will reflect orthe influence of the most influential group in the
firm. The new strategic direction also marks tharges in power relations. Political maneuvers
make it harder for the firm to reach the momentooming strategy, no matter if it is a question
of strategy that is planned and defined or an emgrgne. Different forces act in different
directions and make strategy forming impossibleer&fore, goals should be achieved one by
one. Strategies result from political processesm@&ones, even one political decision may appear
as a precedent and at the same time establistcticpréStrategy under the influence of politics
has a formulation tempo step-by-step, where eagp stpresents a progress in negotiations
(Mintzberg, Ahlstrand, Lampel, 1998, p. 242).

Macro power reflects the mutual relation between the firm #menvironment. The firm has to
deal with the suppliers and buyers, labor uniord @smpetition, investors and the legislative
power, as well as with the growing list of groupgtmg pressure on the specific segment of the
firm’s business in addition to the environment wathits forces and influences.

The firm has at its disposal three basic strateg@distzberg, Ahlstrand, Lampel, 1998, p. 249):

* The firm can deal with the demand as it comes er @&tproblem is solved, another one
takes its turn to be solved,

* The firm can strategically keep and give out infation. Individual groups are relatively
satisfied, depending on their expectations, forexgrerience and the data about the profit
of the competitive groups, and

» The firm can direct one group against the other.

Considering the explained nature of the strategyiiog process based on interested parties, it is
recommended (Freeman, 1984, u Mintzberg, Ahlstraachpel, 1998, pp. 250-251):

» The analysis of the interested parties’ behaviar,dreation of the prerequisites for future
cooperative behavior and the announcement of thepettive threats which could
obstruct the realization of the firm’s goals,

* Logical explanation of the interested party’s bebig and

* The analysis of each interested party and podsasilof coalition.

Given analysis can result in four generic strategiereeman, 1984, Mintzberg, Ahlstrand,
Lampel, 1998, p. 251): offensive (attempts to cleaagd replace stakeholders’ goals), defensive
(integrating and redirecting to those questions ctvhiare considered important by the
stakeholders), maintaining the status quo and c¢hgrige rules.

The aim of the strategic maneuvering policy (Mir) Ahlstrand, Lampell998, p. 252) is to
achieve individual goals without the destructiveygibal confrontation. Maneuvering is used to
show the rival that negotiating on mutual agreeméent wiser thing to do, than to struggle over
it. It can somehow be related with diplomacy ademd of threats and promises, with an aim to
gain an advantage.
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Bruce Henderson (Henderson, 1989, p. 142) emplsadim the firm’s management must

convince all competitors to stop using (lookinghahgs through) short term measures in order to
gain profit or attract customers. Persuasion ot thad cannot be achieved by analysis or
deduction, but with emotional and intuitive factors

Companies do not do business in isolation; theegfthe process of forming a strategy is
composed of establishing and respecting the comméwork of relations, interaction between

people, organizations, buyers, suppliers and catigpetThe power is a reciprocal ratio. It does

not depend on what one participant can do, but h{s@ the other participants react to him

(Wildavsky, 1973, p. 132).

The presence of a political power system withinftthma can have a Darwinian effect, making it
possible only for the strongest and the most pawarfembers of the society to acquire the
position of a leader. Politics enable seeing thifrgesn different points of view in a form of
debates, while any other system of influence campte only one form or one side. In the same
manner, politics promote changes and flexibilityaleling changes to be carried out easily, or on
the other hand, maintaining status quo, as wetasng implementation easier and faster.

Political games (Mintzberg, 1983, p.198) are defibg a set of laws and rules. Power enables an
individual or a group to force or convince somebtmygo something that is not wanted or cannot

be done, or was not even thought of by others €gtat992, p. 41). However, this school does

not deal with reasons of power or how it is acqliirer with soundness or unsoundness of the
content offered by some powerful individuals.

The firm strives for profit, but not all activitiese optimized towards that goal. In fact, thee ar
numerous individual goals, often in conflict. Thiend to be, through mutual negotiations and
bargaining, harmonized, formed in a way, which Va&dve everyone at least partly satisfied. This
is done in order to let the firm function towartie £nvisaged goal. The implication is that during
the forming of strategy the main objective is r@ taximization of profit but the achievement
of political compromise. Therefore, there is a egstof procedures and routines, adaptive
rationality and postulates of political existeneegent within the companies (Whittington, 1993,
p. 24). The market tolerates the firm’s imperfeci@nd itsnon-maximizatiorof profit, because
the profit is present, stakeholders are satisfat] they do not recognize the necessity for
changes. The implication is that the companies rtieeneeds, not the maximization. It is not
particularly important to what extent the strategaee wrong, as long as they give the managers
the sense of actions and assurance.

The Cultural school of strategic management

Culture is in the center of interest and reseaf@nthropologists. The Cultural school is trying to
join individuals into an integrated unit — the firr@ulture speaks of diversities that make us
different, at the same time finding features thakenus alike. The importance of the culture
within the context of strategic management wasadised in the 1980’s, during the research and
study of the reasons why Japanese companies awcsessful (Mintzberg, Ahlstrand, Lampel,
1998, p. 264).

Within some companies, cultural influence is sorggrthat it makes culture an ideological force
that dominates over the other firms’ charactesstiMintzberg, Quinn, 1992, p. 177). It is
composed not only of the culture that dominatethenfirm’s environment, but also the practice
of the firm that supports this culture.
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Ideology implies that the system is enriched withues and beliefs, which is common to all
employees, and therefore is different from any otfiem (Mintzberg, 1983, p. 179).
Organizational culture is defined as a set of liglieabits, practice, and the way of thinking that
they share among each other through mutual work.tf@nvisible level, the environmental
culture takes the form of a ritual behavior, synsbohyths, stories, and sounds (Stacey, 1993, p.
41). The culture is a set of mutual values, beligisd norms. Mutual values refer to the
importance which firm gives to the aspect of thaldqy of the product, services and behavior
toward employees. Beliefs are the ideas that emepl®yhave about themselves and the firm in
which they work. Norms are unwritten rules thatdguthem through interactions and behaviors
(Flamholtz, 1995 cited in Flamholtz, Hua, 20032p5).

The research of the culture includes two main timas of developmenbbjectivepoint of view

of the external observer and tkabjectivepoint of view of the participant of the observed
phenomenon. These interpretations are spread améreged on the sample of a group of people
in the social process. Therefore, the organizationiure is identified with common knowledge.
It becomes the brain of the organization, mutuadiono belief that reflects in tradition, practice,
but also intangible manifestations — stories, syisibad products. Pettigrew said that the culture
represents the soul of the physical body of then.fiThe greater unawareness of the
implementation of the certain terms, the more prese the culture in that environment.
Industrial recipes are no more than recipes ofviddal cultures. Roth and Ricks (Roth, Ricks,
1994) pointed out that national culture affects hibv environment is perceived by creating
different strategic responses of the same firndifferent countries.

Studies conducted by Pettigrew (Pettigrew, 198&dclly Mintzberg, Ahlstrand, Lampel, 1998,
p.268) point the important cultural characteristiEsldman (Feldman, 1986) speaks about the
relation between the culture, and strategic chaBgejey (Barney, 1986) asked himself whether
the culture could be the source of a sustainabiepetitive advantage. Connections between the
concept of the culture and the strategy are trdeaabseveral segments (Mintzberg, Ahlstrand,
Lampel, 1998, pp. 269- 272):

» Decision-making style— the culture affects the way of thinking and smalg, and
therefore the process of forming and adopting atesgy. It is only a question of the
dominant logic that prevails in the way problems perceived, approached, and solved.
Companies with different cultures, function in difént ways in the same environment,

» Resistance to strategic changes the culture encourages firm’s behavior consistency;
old logic must baunlearnedand forgottenwithin the firm. The culture implies deep and
intangible assumptions that prefer resistance émgés. Karl Wick pointed out that “firm
has no culture, firm is the culture. Thus it ischer change it”,

» Overpowering resistance to strategic changes the leading role belongs to the top
management that has to implement innovations agxbility. Radical change of the
culture suggests four steps (Bjorkman, 1989 citgdMintzberg, Ahlstrand, Lampel,
1998, p. 271): strategic discrepancy (increasimgdifference between system of beliefs
and characteristics of the environment, unblockirgcurrent system of beliefs (financial
difficulties, tension growth), experimenting andsheaping (confusion period, new
strategic vision, first indications of positive udts), stabilization (anchoring new steps),

+ Dominant values and

» Cultural clash in cases of mergers, acquisitions, and joint vestur

49



The Systemic School of Strategic Management

This school specially accents the sociological etspad the environment of the firm’s business
activities. It presumes that the understandinghef tationality is subject to the sociological
context (Whittington, 1993, pp. 28-39). The mottotlis theory is that the behavior of the
individual within the firm can be explained withethndividual’'s affiliation to a certain social
system, more accurately, to a set of social relatiwith the family, state, professional and
educational background, religion and nationalitgx sand social class. This sociologically
dependent behavior reflects on modus operandiidgfinhat is acceptable, desirable and what is
not, i.e. what is shameful and punishable. Precisetause of that, there are firms that encourage
different ways of competitiveness in different ctiigs, depending on the cultural milieu and
sociological characteristics. Even the multinatiac@mpanies keep, in their top, a strictly local
identity of the headquarters. In this context,itoibnal ecologists of the organization (Meyer,
Rowan, 1977; DiMaggio, Powel, 1983) emphasize th@as pressure of harmonizing with the
local forms of rationality.

Certain forms of strategy reflect on and suppostrietions of a particular society. Whether the
types of social relations are Anglo-Saxon or Japati@erman, there are certain differences in the
comprehension of the strategy and its importans®aiety. In the same manner, the influence of
the owner perishes, and the influence of the masagews, creating new managerial capitalism.
Strategy in this context reflects the needs ofgiedessional managerial class. Societies are too
complicated; people are too individual to expeafarmity of behavior. Every strategist should
analyze his social characteristics, characterisifckis colleagues, partners, and competitors to
acquire an image of social discourse diversities rates of acceptable behaviors (Whittington,
1993, p. 31). The Systemic school questions thadimess of a unique strategy model.

According to Schendel and Hofer (Schendel, Hof@7,9) a major problem in the environmental
analysis, besides the difficulty of accurately t@sting future values of particular variablespis t

know what factors to examine in the first placeh@uwel, Hofer, 1979, p.14). In other words, an
inaccurate forecast may be less serious than aleng an environmental factor (Schendel and
Hofer, 1979).

2.4. Competitive School of Strategic Management

A key word in this school is competition, as thévithg force and the mean to distinguish from
others, benefit from the difference, and accompsishcess. Taking into consideration all the
features described before, this school regardsttietsource of competitive advantage is the
cornerstone for the firm and the main task is talize, establish, develop, and maintain
competitive advantage. Competitive advantaméght be considered on the level of industry —
Positioning school (Mintzberg, Ahlstrand, Lamped98; McKiernan, 1996), level of the firm —
Entrepreneuship school (Mintzberg, Ahlstrand, Lainp898; Mintzberg, 1973) or on the level
of the individual — the Visionary school (HaberheRieple, 2001; visionary part of the learning
school by McKiernan, 1996, p.xx) or resource-basgtbol (McKiernan, 1996).

® There are a plenty of ways how to classify thersesi of competitive advantage. One possible claasifn is
(Cater, 2003, p. 30); hypothesis based on the schbohdustrial organization (Porter), hypothesis dzhson
resources, hypothesis based on the capabilitiesgmthesis based in knowledge
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Positioning School of Strategic Managementame up as the answer to the questions set by
American scientists upon the request to apply thebmicroeconomics in the most pure form
(McKiernan, 1997, p. 793). Porter regards thatsiherce of competitive advantage derives from
the connection of the firm and its environment. Té¢@nection is by nature an outside-in
approach where the environment determines the éssiconditions for the firm.

Michael E. Porter in his bookompetitive strateggeveloped the model of théve Competitive
Forces: Techniques for Analyzing Industries and @etitors in 1980. Since that time, it has
become an important tool for analyzing an orgainatindustry structure in strategic processes.

Porter’'s model is based on the insight that a aattpostrategy should meet the opportunities and
threats in the organizations external environmigspecially, competitive strategy should base on
understanding of industry structures and the wagy tkhange. Porter has identified five

competitive forces that shape every industry andryewnarket. These forces determine the
intensity of competition and hence the profitapiland attractiveness of an industry (Porter,
1980, p. 4). Profit potential is measured in teoh$ong run return on invested capital (Porter,

1980, p.3). The objective of corporate strategyusthbe to modify these competitive forces in a
way that improves the position of the organizati®arter's model supports analysis of the

driving forces in an industry. Based on the infotiora derived from the Five Forces Analysis,

management can decide how to influence or to eixpéoticular characteristics of their industry.

There is also a suggestion to add one more elenfettiers” (Freeman, 1984, pp. 140-142 cited
by Mencer, 2003, pp. 62-63) which takes into comsiton relative power of the syndicate,
government, local community etc.

Porter contributed to the analysis on three lewétls different models; with Porter’'s diamond for
the national model of competitiveness, Porter Hreeces for the industry level and Porter's
generic strategies for the firm or SBU level ofeaxh.

The second name of this school might be analytigdlile there is a strong emphasis on
calculations and analysis performed by the consajtdirm followed by deciding on which of
the alternatives might be the optimal strategy.rétie a tendency to formal environment analysis
and in that sense there is a common point witltidesical school of strategic management.

Entrepreneurial School of Strategic Managementputs the entrepreneur as the source of
impulses while formulating strategy, stressing thest innate of mental states and processes-
intuition, judgment, wisdom, experience, insightti€preneurial strategy is deliberate and
flexible in its broad lines, and sense of directiemergent in its details that are adopted on the
route. The affirming box develops the metaphor toditegic thinking as “seeing.” The root of
entrepreneur is in the neoclassical economic thedmg initial era of entrepreneurship (Meyer,
Neck, et.al. 2006, p.19) dates back to the congeptsduced by early economists Knight (1921),
Schumpeter (1934) on new resource combinationsaavwes of creative destruction driven by
entrepreneurs, and Penrose (1959) about the esteymial services and productive
opportunities. Hayek (1945) introduced mutual leagrand market participant awareness. Later
Kirzner (1973, 1997) expended the work of Hayek artcbduced “entrepreneurial discovery.”
According to Kirzer (Kirzner, 1973) entrepreneupsis not economizing individuals, but rather
they have alertness to opportunities that alreadst e the market.
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The most recognized definition of entrepreneurshijne one by Schumpeter (1934) according to
which entrepreneurship is seen as a new combinat@ading doing of new things or doing of
things that are already being done in a new way blembinations include introduction of new
resources and goods, new method of production,iogerof a new market, new sources of
supply, and new organizations. Kirzner (1973) defientrepreneurship as the ability to perceive
new opportunities. This recognition and seizing dp@ortunity will tend tocorrect the market
and bring it back to equilibrium.

Entrepreneurial school of strategic managementsbase level of similarity with the classical
school of strategic management. It is evident enfdrmal leadership and recognition of the top
manager — entrepreneur as the architect of theegyraEntrepreneurship is characterized with the
urge to apply the approach to accomplish more Ve#is (Cristensen et.al., 1985, p. 667). The
essence of entrepreneurship is creation (Lumpkoh @ass, 1996; Shane and Venkatarman,
2000). Innovation, often the foundation of creati@critical for any form (large or small) to
compete effectively in the twenty- first centugfitiscape.

There is a lot of popular literature, which presehindividuals and their success stories with the
numerous biographies and autobiographies. Becdwesesuccess of the firm depends on the
individual — leader of the firm and its vision, thein emphasis is on the characteristics of that
individual, features of the leadership, and chamact

Entrepreneur does not have the depth of knowledgehnexpert does, but entrepreneur is the
one that has the ability to recognize and reaheedpportunity how to use the knowledge of the
expert. The expert usually is knowledgeable bushe/fis not aware or does not know how to
explore the opportunity (Alvarez, Busenitz, 2001763). Joseph Schumpeter (Schumpeter, 1950
u Mintzberg, Ahlstrand, Lampel, 1998, str.125) adinced his famous notion of creative
destruction. This keeps capitalism moving forwamd ahe driver of that engine is the
entrepreneur. Entrepreneur is not necessary sometlod puts up the initial capital or invents
the new product, but the person with the busingsa.ildeas are elusive but in the hands of the
entrepreneurship, they become powerful as wellafitable.

Knight (Knight, 1967 cited in Mintzberg, Ahlstrandampel, 1998, p.129) saw entrepreneurship
as the synonymous of heavy risk, and handling efuticertainty. Entrepreneurship can be in the
form of:

» The founder of an organization,

» The manager of the self-owned business, and

* Innovative leader of the organization owned by rthe

Studies (de Vries, 1977; Colins, Moore, 1970; Mdi@fed, 1961 cited by Mintzberg, Ahlstrand,
Lampel, 1998, p. 128-135) about the personalitthef entrepreneur found out that they are
tough, pragmatic people driven from early childhdmydpowerful needs for achievement and
interdependence. Among the various attributed dbamatics is the resentment of the authority,
and a tendency to accept moderate risk. The eetrepr is not a gambler or a speculator but a
calculator (McClelland, 1961, p.70 cited by MintelpeAhlstrand, Lampel, 1998, p. 132). He/she
is a revolutionary with the short-term direction aontrast to the administrator’s evolutionary
actions with the long duration (McClelland, 196189 cited by Mintzberg, Ahlstrand, Lampel,
1998, p. 132). On the other hand, entrepreneuegpress strong biases toward decision-making
they are prone to overconfidence, also to over mgéime from a few characteristics or
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observations. A specific characteristic is thath@& period of the crises they do not seek security.
Rather they go on into deeper insecurity (Collind Boore, 1970, p.134).

The main premises of the entrepreneurial schoolMistzberg, Lampel, Ahlstrand, 1998, pp.
133-136, 143):

Strategy making is characterized by the active ckedor new opportunities. The
entrepreneurial organization focuses on opporesyiproblems are secondary,
Organization’s power is centralized in the handthefchief executive,

Strategy making in this mode is characterized kgnditic leaps forward in the face of
uncertainty,

Growth is the dominant goal of the entreprenetiad,

Strategy exists in the mind of a leader as a petige especially as a sense of a long-
term direction, a vision of the organization's fetu

Process is semiconscious at best, rooted in theriexge and intuition of the leader,
whether he/she or she actually conceives the girade adopts it from others and then
internalizes it in his/her own behavior,

The leader promotes the vision obsessionally, ramimg close personal control of the
implementation in order to be able to reformulatecsfic aspects as necessary,

The strategic vision is thus malleable, as entregugal strategy tends to be deliberate
and emergent how the details of the vision unfaidi

Entrepreneurial strategy tends to take the formaohiche, or more market niches
protected from the forces of outright competition.

There are three Schumpeter’s well-known typologiesntrepreneurship (Schumpeter, 1934):

The main types of entrepreneurial behavior; intobag a new good, introducing a new
method of production, opening a new market, coriggea new source of raw materials;
reorganizing the industry in a new way (Schumpéi@g4),

The second deals with the three forms of entrepmgglemotivation: the desire to found a
private kingdom or dynasty: the will to win, to figand to conquer: and the satisfaction
that comes from creation and problem solving, and

The final typology concerns the factors that inhiihie expression of entrepreneurship
action. There is firstly, the nature of an innovattask: because it is new, it will be more
difficult to plan and understand than with welladtshed and customary activities.
Second, there is the inertia that «lies in the psyof the businessman himself»
(Schumpeter, 1934, p.86): the human tendency tstrégviating from accustomed,
routine, and habitual ways of acting, even if ddyedlternative is available. Finally, there
is the fear of casual sanctioning; the condemnadiwh disapproval that is headed upon
iconoclasts and deviants, to overcome these irditadnts, contends Schumpeter, and
individual needs unusually strong will and greagrgnal weight».

After sixty years, this typology actually developedhe more sophisticated research direction in
the entrepreneurship as a scientific field (Meack, Meeks, 2002, p. 23):

Individual entrepreneur (McClelland, 1961; Colliasd Moore, 1970; Hornaday and
Aboud, 1971; Hull, Bosley and Udell, 1980),

Behavior and actions (Gartner, 1988; Busenitz amch&y, 2001),

Opportunity recognition (Kirzner, 1973, 1979; Kaisimd Gilad, 1991; Herron and
Sapienza, 1992; Gaglio, 1997),
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» Entrepreneurial teams (Slevin and Covin, 1992; peoand Daily, 1997; Ensley et.al.
1999),

e Organization growth (Churchill and Lewis, 1983; éfikardt and Schoonhoven, 1990:
Covin and Slevin, 1997),

» Firm performance (Cooper, 1993; Chandler and HahR84; McDougall et.al. 1994),
and

e Economic impact (Baumol, 1986; Birch, 1987; Kirdhdf91; Acs, 1999).

Visionary school of strategic managements based on the belief that vision is actually the
mental representation of strategy created or at legpressed in the head of the leader. The
vision serves as the inspiration, guiding idea, lasd than a fully articulated plan. Vision comes
up from the military doctrines, early entreprenéipsroots and from aspiration of rich and
powerful people. Vision is about the individual wheates, coordinates, and controls strategy
formulation and implementation. Because one peisancharge of the whole firm, it is a risk to
give the responsibility to one person who mightthe visionary or just presented as one.
Scholars researching about these issues are DrigR&0), Pinchot (1985) and Mintzberg
(2973).

The school of strategic management based on the oesces and capabilitiesthe resource—
based view or approach is a stream of researcimipgato become a theory on its own. Classical
school of strategic management created a balanweeée the inner and outside view of the
strategy formulation process equally analyzing myekeforces- threats and opportunities in the
environment and internal forces- strength and wess®s of the firm. The industrial organization
analysis (Porter, 1980; Caves 1982); both the Hdr{ain, 1968; Mason, 1957) and Chicago
(Demsetz, 1982; Stigler, 1968) schools of indukstirganization thought, emphasized only one
part- the environment and the industry forces, Whidluence the strategy formulation process
more than other. The resource- based view is engh@strongly the other half of the classical
approach- the internal focus on the firm and itsoueces- distinctive capabilities (Andrews,
1971; Ansoff, 1965; Selznick, 1957) as the mosluaricing forces when formulating strategy
process. Industry organization analysis and resebased approaches are as “two systems of
belief’, each stressing its own belief about thetdes more powerful in strategy formulation
process. The popularity of resource-based approant, according to some authors even
perceived as the dominant approach to strategi@genent (Foss, 2005, p.2), probably lies in
the sociological embeddedness of this approadheiridontext”. One of the reasons could be that
it dug deeper into the “deep structure” of compegidvantage than previous approaches (Foss,
2005, p. 3) and managed to explain some of thegrhena that could not be explained before.

The resource- based view has argued that the ditmest to be viewed as a bundle of resources or
factors of production that management must depysyesatically to add value (Barney, 1991;
Wernerfelt, 1984). In the language of traditiona&tegic analysis, firms’ resources are strengths
that firms can use to conceive of and implemerit 8teategies (Learned, et. al., 1965).

Only those attributes of a firm’s physical, humand organizational capital that enable a firm to
conceive of and implement strategies that imprdseefficiency and effectiveness are firms’
resources (Wernerfelt, 1984) or strategic resour€ase of the suggested classification of
resources is (Barney, 1991, p. 101, Grant, 199111p): financial resources, physical capital
resources (Williamson, 1975), human resources (@edO64), organizational capital resources
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(Tomer, 1987), and technological capabilities. G(&rant, 1991, p. 119) added the sixth type of
resources- intangible resource (e.g. reputation).

Resource-based view does not stop on the leveheofdsources, but regards resources as the
foundation for the capability level analysis. PeseroPenrose, 1959, p.25) makes a crucial

distinction between resources and capabilitiesvises of resources). For her, resources consist
of a bundle of potential services and can be ddfindependently of their use. On the other hand,

services imply a function and an activity. Penr@$859) is suggesting that resources are

stockpile and capabilities (services) are flows.

Picture 6: A Resource- based Approach to Stratalysis: A Practical Framework

2. Identify the firm's capabilities:
what can the firm do more
effectively than its rivals do?
Identify the resources input to eac
capability, and theomplexity of
each capability.

T

— ‘[ Capabilities

!

_> 4—
[[ Resources

> 1. Identify and classify the firm's
resources. Appraise strengths an
weaknesses relative to competitor:
Identify opportunities for better

utilization of resources.

L

Source: Grant, 1991, p. 115

The assumption of the resource-based view is tiaffitm’s resources are heterogeneous and
immobile. In order to have the potential of comipeti advantage resources should be; valuable,
in the sense that they exploit opportunities amchémitralize threats in a firm’s environment; they
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must be rare among a firm’s current and potentatmetition; they must be imperfectly imitable
and there cannot be strategically equivalent swibss for this resources that are valuable but
neither rare or perfectly imitable (Barney, 1991105-106). There are plenty of resources in the
firm, but only the ones, which have those chargties (Barney, 1986, Mahooney and Pandian,
1992), are the ones that could create competitivaraage of the firm (Picture 6).

A firm is said to have a competitive advantage wiés implementing a value creating strategy
that is not simultaneously being implemented by amgrent or potential competitor. One step
further, a firm is said to have a sustained contipetadvantage when it is implementing a value
creating strategy that is not simultaneously beimglemented by any current or potential

competitor, and when these other firms are unabléuplicate the benefits of this strategy

(Barney, 1991, p. 102). Dynamic capabilities areated over time and may depend on the
history of the use of resources in an extremelymer(path dependent) process.

The idea about resources was seeded by Penrosegefh959), developed in the conceptual
paper by Wernerfelt 1984, selected as one of thst imdluential paper published in Strategic
Management Journal prior to 1990. Wernerfelt suggesesources and products as two sides of
the same coin in the firm (Wernerfelt, 1984, p.1Barney (1986), and Dierickx, Cool (1989)
focused more on the strategic resources while Barfi®91) was the first suggesting
characteristics of the attribute in order to becdimma’s resources. Prahalad and Hamel (1990)
talk about core capabilities, while Teece, Pisand Schuen (1997) introduced firms’ dynamic
capabilities.

Other notable contributions include Lippman and RIinf1982), Teece (1980, 1982), Nelson and
Winter (1982), Rumelt (1984, 1987), Wernerfelt (AR8Barney (1986, 1991), Dierickx and Cool
(1991), and Mahoney and Pandian (1992), Peter&3)19

2.5. Contemporary School of Strategic Management

Contemporary school of strategic management embrideas and movement that are the topic
of current discussions in the strategic managerineldt The ideas presented in this school have
developed during an extended period, but their [@opiy and acceptance have just started to
accelerate. There are two distinctive directionghed school: cognitive notion and importance of
collaboration (Jelenc, 2004). The latter, analyzpscific features of the process of strategic
management. The knowledge gained in the fields sycimwlogy, anthropology, and biology
helped to put a different light on the understagdand managing the process of strategic
management.

The importance of collaboration is the charactierist this school. It has advantage over the
competitive fight. Understanding oneself and theerd is the key feature in the process because
competition weakens all the players (Chaharbaghiljs)n1998, p. 1021). In that way, it is more
important to learn how to distinguish from othessl|laborate with each other, and in that way
find a way to winning.

There are several schools under the name of coor@mpschool of strategic management:

cognitive school (Mintzberg, Ahlstrand, Lampel, T99part of the processual school about
cognitive boundaries (Whittington, 1993, p. 22-2#arning school (Mintzberg, Ahlstrand,
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Lampel, 1998), part of the incrementalism in leagnschool (McKiernan, 1996, p. xix) and
interpretative school (Chaffee, 1985, pp. 93-95).

Cognitive school of strategic management

Cognitive school of strategic management elaborates segment of the process of strategic
management that is the most appealing for all mensad he mental processes are happening in
the heads of strategist while working on the sgatéormulation process. Other schools of
strategic management are involved in determinimgguuisite, internal, and external key factors
influencing the process of strategic managementlewbognitive school works more on
describing what is going on in the heads of thategist- theblack box when deciding about the
strategy. Cognitive school researches the questibost the ways strategist think, what do they
take into consideration, how do they connect fadtde forming opinions, how do they make
conclusions...The main motto i see it when | believe {{Mintzberg, Ahlstrand, Lampel, 1998,
p.150),they concentrate on the secrets of function ofhilmman brain. The cognitive school is
introducing knowledge from the field of cognitivesyzhology to the field of strategic
management.

The original ideas of this school can be depictethe sixties of the twentieth century, and later
on in the works of Wick (1987), Anderson and Pdit@75), Shrivastave and Schneider (1984),
Smircich and Stubbart (1985). In the ninetiesetdme the most popular area of research in the
strategic management (Mintzberg, Ahlstrand, Lamp@98, p. 150). The school grew from
sporadic studies and materials from different sesiiand had capacity to mature in the school of
its own dealing with the cognitive phenomena indtrategy field.

Due to the fact that strategist actually do notvknwhat is going on in their heads and how to
perform a strategic decision- they are largely-sefight. Their direct experience forms their
knowledge structures and thinking processes. Thattdexperience shapes what they know,
which in turn shapes what they do, thereby shathiegy subsequent experience.

The individual level of processing information intked for the strategic decision is limited in
several ways. Simon popularized the notion thatwbéed is large and complex, while human
brains and their information-processing capacitgson, 1947, Simon and March, 1958 cited in
Mintzberg, Ahlstrand, Lampel, 1998, p. 151) areitéd. Therefore, any decision making cannot
be rational, rather based on the bounded ratignalth flaws, fallacies, and misinterpretations.

Cognitive school bases its approach on cognitivesn&here are frameworks within which we
realize what is regarded as normal, accepted, aggestive way to behave. In the El Sawy and
Pauchant’s study (1988) there is a significantedéhce between how the individual and groups
influence each other. If the individual resemblesf the group attitude, group will put pressure
on the individual in order to change him until In&'saccepts the group way of thinking. Top
managers learn how to behave based on the (unisfclreess of their actions. If a certain type
of behavior does not have good results, they vatl practice it anymore. Throughout the time,
managers form a pattern of behavior, which becodwsinant. Recognizing this pattern is a
basic cognitive ability, which is in a large extersied in the genetics, seismology, medicine, and
meteorology in order to be able to draw some camhs based on the formulated patterns.
Seizing the pattern is an art and skill that isyveseful in the business environment (Slywotzky,
Morrison, 2000, p. 13).
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Being aware of the cognitive maps gives an advaniagunderstanding and predicting the
behavior of colleagues or competitors. Not justlibbavior of others, but ones own behavior and
in that way being able to improve and confront fpeois in a most appropriate way.

When looking closely to the cognitive style thatastgist use, there are several popular
classifications like Belbin’s and Myers- Briggs Eypndicators (MBTI). Myers- Briggs Type
Indicators in 1962 is the most popular cognitivdest typology based on the work of Karl Jung.
Each individual has four types of temperament (Htgvw.boomspeed.com/zsnp/mbti.htm,
13.04.2007):
» Extroverts (naturally active, expressive, sociall antroverts (reserved, private, cautious,
and interested in fewer interactions with greatgptd and focus),
» Sensors (simple, practical, trust past experiemceha@ave good common sense)- intuitive
(imaginative, deep, creative, theoretical peope wften rely on their hunches),
* Thinkers (firm, cool, reserved, analytical and amnvinced by logical reasoning) —
feelers (sensitive, empathetic, in constant sefarcharmony), and
e Judgers (scheduled, organized and productive)- epens (flexible, curious,
nonconforming).

There could be sixteen combinations of differemdki of temperament. This typology is about
knowing oneself and knowing the way colleagues beha the business environment.
Understanding the differences and their positive @@gative consequences of the each typology
(Stacey, 1993, p. 357) is important to know whodaborating within the team.

There are also a few techniques used in order lfp iheunderstanding the process of strategy
formulation. Analogies and metaphors help percehes situation from a different perspective

than the traditional one (Morgan, 1997, p. 427 udBuRoos, 2003, p. 70; Palmer, Dunford,

1996). Each of the metaphors opens a new perspeltoking at the problem, connecting

arguments that did not seem to have been connected.

Metaphors cannot be regarded as the valid andbolkelsolutions to the problems but rather a
figurative way of searching for insights (Von Ghyc2003, p.87). Examples of the metaphors
for the strategy are; jazz (Hatch, 1999), Chindsphant (Ming, Sun, 1998), house (Pearce,
Osmond, 1996), food and war (Oliver, 1999), the@erry, 1997).

In the process approach, one does not strive tifeeunattainable ideal of rational fluid action,
but accepts and works with the world as it is. &&l economic man is a fiction: in practice,
people are only “bounded rational” (Cyert and Mar&B63). According to that, people are
unable to consider more than a handful of factors time and they are reluctant to embark on
unlimited searches for relevant information. Moreg\they are biased in their own interpretation
of data, prone to accept the first satisfactoryoopthat presents itself, rather than insistingtan
best (March and Simon, 1958, Cyert and March, X198l in Whittington, 1993, p. 23).

A strategist should practice a variety of typeshafiking apart from the traditional one. De Bono

(De Bono, 1970 cited by Liedtka, 2000, p. 198) ssg a lateral way of thinking as the contrast
to the vertical (classical) way of thinking. A gt&gist should think out of the box challenging

existing paradigms and forming new and reformingent paradigm creatively imposing tyranny

of the predetermined (Kao, 1996 cited by De Witeydr, 1998. p. 74).
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Learning school of strategic management

Learning school accepts the notion of the compjeaitthe world but suggests that this can be
dealt with the process of learning during a cerf@nod. Strategy develops, as the strategist as
an individual develops and learns from experiemo®@ard the accomplishment of the ultimate
goal.

The most prominent representatives of this schoel Gyert and March with their worl
Behavioral Theory of the Firng1963) and works of Richard Normann (1977), Ciigyris
(1976), Donald Schon (1983) and Peter Senge wiwbrk The Fifth Disciplinefrom 1990, as
well as Presence (2005) written by Senge, Schattaemrski and Flowers.

Learning for Argyris and Schon (Argyris, Seh) 1978, p. 2 cited in Smith, 2001) involves the
detection and correction of an error. When theregaletected and corrected, this permits the
firm to carry on its present policies or achieve present objectives. This error-and-correction
process isingle-looplearning. Single-loop learning is like a thermostet learns when it is too
hot or too cold and turns the heat on or off. Tiermostat can perform this task because it can
receive information (the temperature of the roomyl #&ake corrective action. It is traditional
understanding of doing, making mistakes and carmg¢hem according to the plan. According to
Dodgson (Dodgson, 1993 cited in
http://www.12manage.com/methods_organizationalniagrhtml), single-loop learning can be
equated to activities that add to the knowledgee basfirm-specific capabilities or routines
without altering the fundamental nature of the argation's activities. Single-loop learning has
also been referred to as "Lower-Level Learning'Hoyt and Lyles (Fiol, Lyles, 1985), "Adaptive
Learning" or "Coping" by Senge (Senge, 1990), avan'Strategic Learning" by Mason (Mason,
1993).

Double-looplearning occurs when an error is detected and ci@dein ways that involve the
modification of an organization’s underlying nornpslicies, and objectives. It implies learning
about learning and trying to understand how cag tiange and improve. Double-loop learning
involves changing the organization's knowledge baséirm-specific capabilities or routines
(Dodgson, 1993 cited in http://www.12manage.comioes_organizational_learning.html).
Double-loop learning is also called "Higher-Leveddrning” by Fiol and Lyles (Fiol, Lyles,
1985), "Generative Learning” or "Learning to ExpardOrganization's Capabilities" by Senge
(Senge, 1990), and "Strategic Learning" by Masoaqdh, 1993).

Strategic learning is defined dhe process by which an organization makes sensis of
environment in ways that broaden the range of dbjes it can pursue or the range of resources
and actions available to it for processing thesgotives(Mason, 1993, p. 843). The third type
of learning implies to o) called deutero-learning
(http://www.12manage.com/methods_organizationatniag.html).  This  occurs  when
organizations learn how to carry out Single-locgreng and Double-loop learning. The first two
forms of learning will not occur if the organizat®are not aware that learning must occur.

Being aware of ignorance motivates learning (Netisl., 1995). This means identifying the
learning orientations or styles, and the processeisstructures (facilitating factors) required to
promote learning. Nevis et al., (Nevis, et.al.,3@@entify seven different learning styles and ten
different facilitating factors that influence learg. For example, one of the facilitating factass i

identifying the performance gap between targetettamnes and actual performance. This
awareness makes the organization to recognize |¢laahing needs to occur, and that the
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appropriate environment and processes need toeaged: This also means recognizing the fact
that lengthy periods of positive feedback or goothmunication can block learning (Argyris,
1976).

Lapierre (Lapierre, 1980 cited by Mintzberg, Ahdstd, Lampel, 1998, p.176) claims that
strategic management is no longer just managemieshange but management by change.
Publication by Charles Lindblom in 1959 under thike tThe Science of «Muddling Through»
initiated this school. It questions all the premsisad conclusions of the rational management
postulates. He explained that policy making (in ggovnent) is not a neat, orderly, controlled
process but rather a processnafiddling through. The decisions are not taken to resolve the
problem and not to be proactive or to take advantdghe opportunities or synergy between the
already implemented decisions. Researching governiBraybrooke and Lindblom, in 1963
coined the term -disjoined incrementalismrealizing that policymaking is typically a never-
ending process of successive steps in which caaltmbbling is a substitute for a good bite.

James Brian Quinn continued the Lindblom’s workioncrementalism and in 1978 published
Strategies for Change: Logical Incrementalidm.the business sector, a central actor- strdtegis
is pulling all activities and directing them towatde common goal and strategy. There is
incrementalism, but it is logical, not disjoinechéelrole of strategic management means trjong
develop or maintain in the top executives mindsrasistent pattern among the decisions made in
each subsysterf@Quinn, 1980, p. 52 cited by Mintzberg, Ahlstrahdmpel, 1998, p. 181). The
process of strategic management is continuous alsihg dynamic, and managers should build
the seeds of understanding, identity, and commitnr@n the very processes that create their
strategies. By the time the strategy begins totallyze in focus, pieces of it are already being
implemented. Through their strategic formulatiomgasses, they have built a momentum and
psychological commitment to the strategy that cautsto flow toward flexible implementation.
Constantly integrating the simultaneous incrememiacesses of strategy formulation and
implementation is the central art of effective ghc management (Quinn, 1980, p. 145 cited in
Mintzberg, Ahlstrand, Lampel, 1998, pp. 181-182).

Evolutionary theory, developed by Nelson and Wir{f€82), suggest that change derives from
interaction between the subsystems rather tharetshigh and strategist as proposed by Quinn.
Changes emerge from the cumulative interactions ngmbasic action systemsoutines
Routines are repetitive patterns of activity thatderpin and control the smooth functioning of
the organization. Organizations are composed ohittbies of routines, which interact with the
novel situation. Due to interlinks, when one roatichanges, it will effect a number of other
routines, creating a cascading effect. Managemant influence the process by eliminating
ineffective routines, transferring effective onesnfi one part of the organization to another, and
inserting new ones.

The processes of strategy formulation and impleatemt are quite distinctive. Although one
might logically understand the strong interconrewdi there are numerous problems and
obstacles between two of them. Only very small gretage of the formulated strategy is actually
implemented in practice. Theortune magazine noted that less than 10% of well- forteala
strategies are effectively executed (Gurowitz, 2@@éd by Piko, Cater, 2008, p. 1221).
Therefore, there were closer researches on ther§adhfluencing the successful strategy
implementation. The reasons might be (Neilson, MaRowers, 2008, p.63-70); clear idea about
areas of responsibility of each of the employerponiant information about the competitive
environment should reach headquarters quickly,stets should be rarely second-guessed, the
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information should flow freely across organizatibbhaundaries, and the possibility of field and
line employees to have the information they needriderstand the bottom-line impact of their
day-to-day choices.

That is why the managers, who formulated stratégpysed on the control in order to check the
implementation results. The emergent strategy endtmer hand results in strategic learning
while implementing strategy and does not put thelemsis on the control but rather on the
thinking and results. It should be noted that wisatharacterized, as the extremes of the
formulation spectrum are not necessarily inconststine emergent view does not preclude the
existence of a formal planning process (Mintzb&@94, Quinn, 1980).

The sources of learning are not only books, studtenals and lectures but learning can be done
in a more informal way, with the help of intuitioexperience, metaphors, and pictures. Learning
is characterized by a change of behavior and emech of the experience. Learning by Kolb is
the creation of the new knowledge via transfornrmatb the experience. Learning in the context
of strategy is the firm’s ability to gain, accumi@aand exploit knowledge on the organizational
level.

Senge talks about learning organizations as orgaois where people continually expand their
capacity to create the results they truly desifeene new and expansive patterns of thinking are
nurtured, where collective aspiration is set feee] where people are continually learning how to
learn together. Sengmentions five basic disciplines that constituteearhing organization
(Senge, 1990, pp. 20-23):

» Personal mastery— Personal mastery is the discipline of continuallgritying and
deepening our personal vision, of focusing our giest of developing patience, and of
seeing reality objectively,

* Mental models— are deeply ingrained assumptions, generalizationsyen pictures or
images that influence the way we understand thédveord how we take action,

* Team learning — the discipline of team learning starts with ldgue," the capacity of
members of a team to suspend assumptions andimate@r genuine "thinking together",

» Shared vision— the practice of shared vision involves the skilfsuaearthing shared
"pictures of the future” that foster genuine conm@nt and enrolment rather than
compliance, and

» System thinking — seeing interrelationships rather than linearseaffect chains and
seeing processes of change rather than snapshots.

Concept of organizational learning develops alsmesgecond hand consequences. One is the
negative effect of learning, when the failure urfsmore concentration on learning and more
obligations and therefore more failures. The sedbinth is exaggerated organizational learning
when the energy needed for the normal businesatediis redirected for the learning that does
not have direct effects on raising the effectivengsesults.

2.6. Critical Approach to Schools of Strategic Mangement
Each school of strategic management can be ceticirom a number of viewpoints. Critique,
depending on what kind of argument and what agitingy support, can differ in nature. Critique

and their arguments vary from the one denying dfeting opposing arguments to the one trying
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to show an ambivalent direction in presented idHze researchers, writing critiques, often

belong to another school of strategic managemeahttearefore reasoning and finding arguments
that belong to a different paradigm. None of thaosts is false, unpractical, or too much

theoretical. Depending on the business contexh ehthe school is in a variety of ways true and
false, practical and unpractical. The schools dtsgic management exist in the everyday life
but they are vague, and features of each of themné&erwoven. The pattern of school can be
depicted only by looking aside at the top managggiity routine with a clear mind and a sense of
pattern recognition. Looking closely and analyzihgm without the obstacles of paradigm fence
one can get deeper understanding and suggest iempemts that would otherwise be undetected.
That is the purpose of the chapter commenting enctintributions and pitfalls of each of the

school of strategic management.

2.6.1. Critical Approach to Classical School of Sategic Management

Classical school of strategic management has theeamplace in the development of strategic
management. The premises of classical school arertés that define the role of the top manager
in the firm, thus resulting in the beginning of tt@nscious era of strategic management. Before
that, there was unconscious notion of the needdiaeone takes responsibility to manage the
whole firm by leading towards the common goal. Thmking era of strategic management
manifested in writing plans about prosperous futsteategic planning. The more complex the
business environment becomes, the more complex tla®e concepts to understand the
environment and methods of analyzing and envisathi@eghanges in the future.

The main idea behind the strategic managementais itithere is a perfectly successful top
manager there is no need to bothering about sicategnagement. If not, there is a search for
ways and solutions how to find or create a sucoéssfategist. In that sense, formal strategic
planning is an effort to duplicate what goes onthe mind of a brilliant intuitive manager
(Steiner, 1979, p.10).

The design school started as a simple concepttbald be valid for all firms no matter what
they do, aiming to explain the way strategy emerddee firms got more complicated and
therefore the concept could be applied only asaméwork, not a step-by-step guide. The
discipline of strategic planning is actually didoip of doing strategy and planning future. This is
why the procedure of formulating strategy is forraadl defined as detailed as possible. Classical
school is more like a normative and prescribedyallst ideal way of doing strategy. While
insisting on formality it cannot be flexible as thie and business demands. The separation of
formulation and implementation is quite impossitdeapply, and it is highly improbable for the
top manager to harmonize all decisions, opportesitin the environment, technological
advancement and bring it to the precise momentrafegy formulation (Quinn, 1978, p.17).

Fayol (Fayol, 1949, p.43 cited by Fells, 2000, 46)3was one of the first who presented a broad
conception of business planning, understandingpthening as mean for both assessing the
future and making provision for it. Goetz defineamming as fundamentally choosing and
Koontz and O’Donnell (Koontz, O’'Donnell, 1988, pl3) determine planning as deciding in
advance what to do, how to do it, and who is tat.delanning bridges the gap from where we are
to where we want to go. It makes it possible fangk to occur which would not otherwise
happen. Planning is an intellectual process, tms@ous determination of courses of action. The
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more recent definitions of plan and planning arscdbed the more focused and specific they
are.

Aaron Wildavsky (Wildavsky, 1973, p. 130) opposddnping; suggesting that planning is not

defended for what it accomplishes, but for whatyinbolizes- rationality. Planning is conceived

to be the way in which intelligence is applied twial problems. Planning is good because it is
systematic rather than random, efficient rathemn tiasteful, coordinated rather than helter-

skelter, consistent rather than contradictionang above all, rational rather than unreasonable
(Wildavsky, 1979, p.129 cited by Mintzberg, 1994189).

Bill Cook offers his definition by first describingghat strategic planning is not. He says that
strategic planning is not just a model, not jupt@cess, not just an academic exercise, not just a
prescription, not just an edict, not just a paoditiecnanipulation and not just a budget. He then
proceeds to explain that: strategic planning iseiactive culmination of both a process and
discipline, which, if faithfully adhered to, produ@ plan, that should be original, visionary, and
real. The discipline includes the vital ingredierda$ the plan itself; the process is the
organizational dynamic through which the vital edjents are derived. Both the discipline and
the process are aimed at total concentration of diganization's resources on mutually
predetermined measurable outcomes (Cook, 1990).p.47

Representatives of this school gave examples dndtisins where they realize that their model
could not be implemented as suggested. They cotifedsthere is an evident problem with
inability to predict the future, acknowledged theperfections of the top manager, time pressure
and the influence of the thousands of unknown fac{€hristensen et al., 1985, p. 3). The
formulation and the implementation process canoow one after another, but they appear
rather simultaneously, where as soon as the pra¢deamulation is close to the end, the process
of implementation already starts. Andrews points ileed to find a balance between focus and
flexibility while deciding on the partial unknowradts, risk, and uncertainty (Ansoff, 1987, p.
115).

Acknowledging the inflexibility of planning, Geordgteiner stated that plans are commitments,
or should be and thus they limit choice. They témdeduce initiative to arrange alternatives

beyond the plans (Steiner, 1979, p. 46). Effectimtegists are not people who abstract
themselves from the daily details but quite the agife: they are the ones who immerse

themselves in it, while being able to abstractgtiategic message from it (Mintzberg, 1994, p.

256). Good strategy is the one that does not nedxd tchanged in a short period. Strategy is a
framework for resolving problems, not a specificywia resolve the problems (Rumelt, 1980,

p.365 u Mintzberg, 1990, p.182).

Strategic plans must be distinguished from the d@mge plans. Long- range plans, like the five
and more years plans are nothing but extrapolaifahe trends, without any thinking done by
top managers and this kind of planning cannot besidered strategic planning. Peter Drucker
claimed that long-range planning does not deal futhre decisions, but it deals with the futurity

of present decisions (Drucker, 1959, p. 239). 8giat planning is an oxymoron (Mintzberg,

1994, p. 107). Strategic planning should be labskeategic programming. Strategic planning
contains only analysis, while for the strategy falation there should be a synthesis included
too.
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Generalization is practically infeasible or desiealas each case is assumed too complex and
unique. The model is just a framework because (lezhat.al., 1965, p. 6) it is impossible to
make useful generalizations about the nature ofetheariables or to classify the possible
combinations in all situations. This happens beedlisre are a large number of variables unique
to a certain organization or situation that guite ¢hoice of objectives and formulation of policy
(Learned at.al.,1965, p. 5). The study of busiqesEy provides a familiarity with an approach
to the problems, and together with the skills attitiaes, one canombine these variables into a
pattern valid for one organizatiofLearned at.al., 1965, p. 5). Hofer and Schenelirrto the
design school as the “situational philosophy” (Hpfechendel, 1978, p. 203 cited in Mintzberg,
1990, p.177). Works by Ansoff and Andrews emphakittee normative aspects of business
knowledge and are chiefly interested in identifyargl developing the “best practices” that were
useful for managers. The principal role was to irhgaowledge to practitioners, rather than to
pursue knowledge for scientific advancement. Thetnappropriate method for accomplishing
this objective is inductive in character: in-dep#ise studies of single firms and industries.

The heavy emphasis on the case approach and lagknefralization did not provide the base
necessary for continued advancement of the fieklséch, the work in this area was not well
accepted by other academic fields. Much of theyeadrk examined firms largely as closed
systems. However, businesses, as all organizatoaspen systems.

Evaluation of opportunities and threats are peréatrwithin the firm office, sitting by the table.
The conclusions are not tested in order to coitextmistakes made by subjective conclusions,
based on missing data or incorrect data. Therenarformal evaluation of past mistakes and
successes and therefore no process of learningdxparience. The simple framework suggested
by the design school may never go out of datearit €asily go out of context (Mintzberg, 1990,
p. 180). Once decided upon the decision thereiieserechanges nor adaptation in the strategy. In
this way the school has denied itself the chan@alapt (Mintzberg, 1990, p.179).

The design school says little about the contenstadtegies themselves, but instead the main
emphasis is concentration on the process by whigy tshould be developed. Andrews

(Andrews, 1987) stands for the idea that diffeteméls of management should participate in the
formulation process. It is hard while planners hae¢ been implementers, and implementers
seldom have been involved in the planning procésbéter, Luehe, 1992, p.11).

The key word in the design school was simplicityd athe planning school of strategic
management is characterized by the key word - cexitgl Steps in the process of strategy
implementation are precisely defined in the timamythe whole calendar year. The main aim of
planning is to form a direction in order to over@uomcertainty. A plan is formed based on the
data basis and structure, which already exist énfittm, and when changing the data basis or
structure it will imply the change in the plan.

The problem is that although the rational modetisffa clear, understandable, systemic approach

to strategic planning, it contains many assumptithrad in reality are unsustainable (Johnson,
1987, p.17 cited in Graetz, 2002, p. 456).
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Assumptions of the planning school are sometimefusing and illogical (Hayes, 1985, p. 111):

» One of the assumptions is that a firm is able &gt the way environment changes, and
control it or assume stable environment. If nonahaf assumptions are real, strategic
planning is not possible. Ansoff (Ansoff, 1965,4d) suggests that the planning horizon
should be the period in which firm is able to poédiorrectly within the minus/plus 20%
of accuracy. The most often interpolation of pasnds is the most used method.
However, longer- term predictions (longer than tyears) are obvious mistakes (Hogath
and Makridakis, 1981, p. 122),

* One makes the mistake by separating the peopl@tirafrom the one that implement the
plan. Top managers are taking decisions basedeomtbrmation, data from the different
management levels in the firm. They are not indinect connection with information, but
rather an indirect one. The characteristic of tffecéve strategist is to be able to get
involved deeply in the direct work, but realizidgetstrategic message,

» Information often comes late, incorrect; being eeagted, insufficient, and based on
them top managers can make a wrong decision. Tbhamation flow is incorporated in
the system, while it should only be the supporthi@ decision-making process, and the
top manager should be the one making the decision.

Planning should be a part of each activity evenig only a few minutes before the activity starts
(Dennison, 1951, p. 56, cited by Mintzberg, 19735p). Planners should acknowledge that
planning is not useless but expensive and assunmmealistability in the environment.

Overall, the approaches used by prominent strasegglars during this foundation period were
mainly normative or prescriptive in purpose, withdepth case analysis as the primary research
tool. In real life the process of formulation andplementation are intertwined. Room for
variation, extension, and innovation must be predgi{Christensen, 1982, p.84).

Some of the constructive critique explores the wayise the ideas of classical school in the
future within the context of contemporary managetmemd without the time constraint, are
(Liedtka, 1998):

» Top manager operating within the framework of tHassical school of strategic
management sets a variety of hypothesis which beishs in the form of “ if this... than
that”. In this way top manager envisages the wafldome situations will occur,
creatively imagining the world, potential situatsonmental processes about the different
scenarios, experimenting in their heads, tryingedict potential mistakes and correct
them before they even occur. Imaginative world tbeate is the result of the future they
assume and changes that will take place. They agwishe future and the analysis of
current situation in the light of the changes thiditappear in the future.

» Concept of strategy consists of two phases. Tis¢ dine is analytical, where problem is
analyzed up to the roots of the problem, and thggestions for the resolution are
suggested. In the second phase, suggestions ttvaetbe problem are grouped and
harmonized in order to form a concept- strategy.

Besides that, Liedtka recognized that the strategycess is not the privilege of only top
manager, but also the responsibility of all gro@psl individuals in the firm. Good strategy
concepts are recognized by the persuasiveness hendrilliant strategy concepts by the
inspirations.
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However, the real purpose of planning is not makdtans, but change in the mental models,
which top managers have in their heads (De Ge@8,X®2 70). The plan is not important, but the
process of planning. It is still the emphasis orkimg the plans, rather changing the mental
models. Some authors (Mintzberg, 1994, p.108) thivét planners, as specialist, should give
their contribution before and after the formulatjmocess, while leaving the formulation process
to strategic thinking. There is an evident disausdietween two extreme approaches in planning
and understanding the process of strategic manage(asoff, Mintzberg). However, the
discussion can be resolved as one should first kegplan, afterward plan to learn (Brews, Hunt,
1999, p. 886). The conclusion should be moving tdwa synthesis or at least reconciliation
between them (Gold, 1992, p.169). The next layecriaics could be pointed to the fact that
strategic planning may be source of institutiomariia rather than innovation (Grant, 2003, p.
493). However, Grant connects the strategic inembae with planners than with the planning per
se. According to Hamel (Hamel, 1996, p. 71), theersal problem is in the failure to distinguish
planning from strategizing.

Formal planning, and the associated forces thabweage it, may discourage the mental state
required to conceive new strategies — a state ehmogss and easy flexibility that encourages
people to step back from operating reality and tolesccepted beliefs. In short, formal strategic
management may prove incompatible with real stratdnking (Mintzberg, 1994, p. 114).

2.6.2. Critical Approach to Environmental School ofStrategic management

The Environmental school of strategic managemenstresses the components from the
environment that strongly influence the procestoohulating strategy. According to this school,

the environment becomes the answer to all the $ocoening from undefined sources, and in
some way is the excuse for all failures. The emnrent is looked at aggregately and with a high
degree of abstraction. However, in fact, the marltet state, and the environment are nothing
else but different individuals organized in variag®ups holding the power of the institution

they represent.

Environmental school recognizes that there are xeagy firms that are big and powerful enough
to define the “rules of the game” in their industiyne majority of firms are the ones adjusting to
the environmental forces and therefore it is vaeiéd know the methods to analyze environment
in order to recognize the trends, adjust to thasdime, and be faster than your competition.
Adjusting does not necessary imply being passiwe,rather aware that you are not the one
setting the rules, but the one fighting for thevsrwal. Creativity can be used when forming way
to adjust, or alternating the rules of the gamesiddethe forces outside the firm, there are the
ones that actually work within the firm but aretjusanifestations of the social system in which
the firm operates. This school does not opposehibieghts of other schools but does not regard
them as a serious and powerful influence on theqa® of strategic management. Instead, they
think that environment is the crucial media coritggnthe most important forces when
formulating strategy.

Contingency approach suggests many situationalscasd answers depending on the specific
environmental factor that becomes quite complefotiow. It comes to the point where each

situation is considered unique and therefore gyatan be depicted only from a retrospective
view. When facing the problem or solutions, congingy approach will describe the situation and
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prescribe the solutions only after a certain perByl then, it becomes a historic event, without
the possibility to act. Too much variety is as mgoled as very few options for the possibility of
making mistakes. On the other side, “it all depénms be understood as an excuse for not
knowing, following or not understanding the commamnd general rules of the game of the
industry at the first place. It is also a questbmmow the firm should behave if it has two or more
different markets and/or products whose charatiesiyvary in number of ways, contradicting
each other.

In the process of determining the characteristith®environment we cannot state that the entire
environment is merely complex or that it is exchety stable or dynamic. It is impossible to
reach a unification of the environmental charastms because it refers to a moment, region,
technological characteristic, or buyers' demandirigua particular time, it can be very dynamic,
but a specific event in the environment could mialstable for a longer period. It is dominant
attitude that environment is turbulent, but the riegsion of turbulence is made by the individual
players and their relationships with other playdfsthey perceive stabile environment and
behave according to that the environment will becpged like stabile. If only one player
produces the dynamic movements, the whole marlagrbes turbulent. Turbulent should not be
equalized as the chaos in which nobody knows whdbtand therefore it is better to work more,
longer and make confusions in the market. The tarttumarket implies constant changes that
alternate the way industry functions and questiengrerequisites that are known to be impetus
for doing business.

While diversifying within the industry, as a comon of the environment, one has to realize that
it does not implicate anything else but a groupahpanies and their behavior. Therefore, if it is
a question of monopolistic market, a single firnpresents the activity. In such cases, the
environment represents just one firm’s attitude hedavior. Population ecologists advocate the
idea that larger companies have strength to camryuwsiness activities for years, just as the
stronger species in the biological world, destrog tveaker and smaller opponents. However,
even large companies lose and disappear from thiméss scene. These companies disappear
due to the aggressiveness and flexibility of tlopiponents and not for the reasorsomeforces
coming from the environment. Gould believes thatnges occur too fast in order the Darwin’s
theory of natural selection be adequate. Critiqué¢he organization ecology scholars is not what
they examine but what they ignore. There was ldttention dealing with the question of why it
is that firms in the same industry facing the sanuustry-level constraints fail while others
succeed.

The question whether there is any strategic chalse implies the question whether if there is
any strategy or strategic management at all. Ndemabw limited, restrained or conditioned,
there is always some strategic choice. The stratmice is the basis of strategy, the essence of
planning. If there was no strategic choice thendatmpanies would remain passive and others
would determine their future. However, if companiedieve in the power of strategic choice,
they will find means, possibility, and power toliea their ideas. The statements on how the firm
has to adjust do not necessarily imply passivitiie Tmperative of contemporary business
activities is to adjust to the market conditiors to buyers, which is not passivity. It is a qiorst

of understanding the way to survive and accept business principles. However, it is important
to point out the passivity in the statement of Bmyironmental school that the firm can only react
to changes and adapt itself to the environmenat&jies in that sense are mainly responses to
given constraints rather than means to influenemthr create new environments (Porter, 1980).
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In the Power school of strategic management theggrehould be directed towards the buyers or
innovations and not for political games and dealdetermining which of the interested parties is
stronger or more influential (Mintzberg, Ahlstrandcampel, 1998, p. 242). Taking part in the
process of formulating strategy gives space toviigtthat is more political. This results in a
grater possibility for people to express themsebres to have influence. Additionally, this leads
towards a negative aspect, since the people wauld kheir personal interests into the process
of forming strategy. If the firm becomes a politieaena, the strategy would not be effective
(Collier, Fishwick, Floyd, 2004, p. 69).

The Cultural school of strategic management giwsscontribution by explaining different
managerial behavior, decisions, and goals accortdinghich companies from different social
environments aspire and they deal with everydagnthhas. These are precisely the values that
are predetermined by their affiliation to a natioggion, group, family, or firm. The values are
deeply enrooted and therefore difficult to chan@ressing the predetermined, socially
conditioned behavior one gets the impression timgroavement, change, or transformation in
business is an impossible mission. Managers migimecto the wrong conclusion that this very
important aspect of business is continuously thmesaince the foundation of the firm, which
inevitably leads to stagnation and firm’s doom. &fpe cultural characteristics are hard to
establish, even harder to change afterwards, vguiiee simple to destroy. The Cultural school
stresses the sociological aspect of groups, timardf thought and behavior. The notions gained
by the group are a valuable contribution to un@eding the process of formulating strategy.
Collective beliefs are probably the most spreadhfof inertia (Mezias, Grinyer, Guth, 2001, pp.
74-75). Even in the geographically close regionstates, culture might differ so much that the
values are perceived in an opposite way.

Not all the firms that lead the industry advancemfallow the strategy according to the
environmental school of strategic management andnatter how small they are, they are
definite about success by changing the industryegahhey have a different viewpoint, idea,
concept and that became crucial for winning. Howetreey also follow a pattern in the society.
Consciously and deliberately or not- when lookinghe retrospective it becomes obvious that
the individual firm found a perfect moment or pldoesuggest a change. Environment can direct,
support or make the business impossible but thiation of doing business, ideas and resources
are the impetus of the success. Therefore, thé $iep in entrepreneurship is not in the
environment, but rather the firm itself.

2.6.3. Critical Approach to Competitive School of 8ategic Management

Competitive school of strategic managementegards the situation in which a firm has a
competitor and is involved in the competitive fighd the main motivator of doing business.
When conflicting with a direct opponent human chteais more active, alert, his mind and
imagination is challenged, and innovation and orggtstarts to be the way to perform the work.
Otherwise, the everyday routine drives out the gynemotivation deteriorates and the work
becomes meaningless. Competitiveness is the drateekplores capabilities and capabilities that
firm possess and use them for achieving firm’s gjoal

Several studies have demonstrated that performiandetermined by the firm’s strategy more
than the industry (Mauri and Michaels 1998) anddfuge industry analysis can give some
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guidelines and frameworks but not the recipe on tohe successful. All the firms and business
people have heard about the Porter’s five forcesit gannot be applied as the guidance for
success but for survival and understanding thes roflé¢he game.

Porter stresses that operational effectivenesotistnategy. While operational effectiveness is
about achieving excellence in individual activities functions, strategy is about combining
activities. Strategy is the creation of a uniqud &aluable position, involving a different set of
activities (Porter, 1998, pp. 55-60).

When studying Porter's competitive advantages,r agading all 536 pages @ompetitive
Advantagehe never quite tells the definition of competitadvantage. It can be created through
cost leadership or differentiation, but competitadvantage is nevetefinedas such, though
there are several allusions to its meaning. Theese€ success is competitive advantage, but he
never manages to define it in any other way thahasjuality that brings about success. Here, at
the heart of a classic strategy there is an obvexasnple of a tautology and the circularity of
definition (Klein, 2001).

Looking back at the strategy textbooks of the tesneh as Ackoff (1970) and Andrews (1971),
specific firm strengths and weaknesses were idedtibbut not expressed in the overreaching
framework of competitive advantage. Penrose (18&@)red to competitive advantage in several
places. Ansoff (1965) also used the term, but amithe way to describe what a firm needed to
effectively compete with; it was but one of fouraségy components. Interestingly, Michael
Porter, writing in Harvard Business Review in 19@& not mention competitive advantage at
all, still describing strategy as a matter of gosing companies in relation to the five forces
(Porter, 1979). His book ‘Competitive Advantageipfished in 1985, seems to have introduced
the term in its current usage (he did not refgorevious authors, suggesting no direct linkages).
In the preface, he claimed that his earlier booknpetitive Strategy’ had ‘described three
generic strategies for achieving competitive adwget (Porter, 1985, p. xv). In fact,
‘Competitive Strategy’ (Porter, 1980) never actyaited the term. In the two books, a virtually
identical diagram entitled ‘Three Generic Strategghows the x-axis as ‘strategic advantage’ in
Porter’s book (Porter, 1980, p. 39) and ‘competitadvantage’ in Porter’'s book (Porter, 1985,
p.13).

Therefore, for Kay, competitive advantage is symooys with superior relative financial
performance. When read together with Porter's state¢ (Porter, 1985: xv) thatompetitive
advantage is at the heart of a firm's performanoecompetitive marketare have an entirely
tautological concept: financial performance ishe heart of financial performance. In other uses,
competitive advantage is used as shorthangdarceof competitive advantage. The literature
displays confusion between these two uses but thesrly denote different concepts. When
Porter (Porter, 1985, p.62) claims that ‘cost atlvga is one of two types of competitive
advantage that a firm can possess’, he is refetangpst as &ourceof competitive advantage
(using competitive advantage as in the above paphdr The trouble with sources of competitive
advantage is that they are referenced to an outcenam advantage in the outcome of a
competitive process. To say that to achieve cornpetadvantage a firm must have a source of
competitive advantage is clearly circular.

When talking about ontological confusion, definenguality in terms only of its outcomes means
strictly that the outcome must have already occupeor to the competitive advantage coming
into existence. A quality defined only in termsaftcomes cannot exist before those outcomes
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have occurred: this should mean that competitivaaihge could only be used posto explain
competitive performance. In practice, competitivdvantage is use@x ante ‘competitive
strategy is the basis on which a SBU might ach@rapetitive advantage in its market (Johnson
and Scholes, 1999, p.547). In this usage, competidvantage is not so much an explanation as
an expectation that some particular quality wilhgrsuccess in the future.

The assertion of a link between something thatosspssed, on the one hand, and competitive
outcomes on the other, immediately raises the guresf the implied causalities involved. The
chain of causality between the characteristicsespurces that are possessed by a firm and the
competitive outcomes that arise is clearly debatalbbr example, while adherents to the PIMS
studies might interpret market share as a competédvantage, other traditions would not. Far
from being a theoretically neutral term, assertiohsompetitive advantage must necessarily
embody a theory of causality. A related problentasisal ambiguity. Even if we accept the
ontological existence of competitive advantagemight be impossible to determine what
competitive advantage is. Indeed, to the exteritdbmpetitive advantages are more sustainable
if they are inimitable, the most competitively valhle competitive advantages might be precisely
those that cannot be identified, and thereforeezhpi

Firms are typically said to ‘have’ or ‘possess’ qmtitive advantages. Talking in such tangible
terms has the effect of constituting them as oljeajualities: a firm either has a competitive
advantage or not. Competitive advantages are rasdgrted with reference to any theoretical
frame.

Porter's model of Five Competitive Forces has ofieen the subject of critique. In general, the
meaningfulness of this model is reduced by thewalhg factors (www.themanager.com):

* In the economic sense, the model assumes a cfaa$ect market. The more an industry
is regulated, the less meaningful insights the rhoale deliver,

* The model is best applicable for analysis of simpkrket structures. A comprehensive
description and analysis of all five forces getsywdifficult in complex industries with
multiple interrelations, product groups, by-prody@nd segments. A too narrow focus on
particular segments of such industries, howeveard¢he risk of missing important
features,

* The model assumes relatively static market strasturhis is hardly the case in today’s
dynamic markets. Technological breakthroughs anthayc market entrants from start-
ups or other industries may completely change legsirmodels, entry barriers, and
relationships along the supply chain within shones. The Five Forces model may have
some use for later analysis of the new situatioat i will hardly provide much
meaningful advice for preventive actions, and

* The model is based on the idea of competitionssuees that companies try to achieve
competitive advantages over other players in thekets as well as over suppliers or
customers. With this focus, it does not really tako consideration strategies like
strategic alliances, electronic linking of infornoat systems of all companies along a
value chain, virtual enterprise-networks or others.

Overall, Porters Five Forces Model has some majatdtions in today’s market environment. It
Is not able to take into account new business nsaaledl the dynamics of markets. The value of
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Porters model is more that it enables managerditik tabout the current situation of their
industry in a structured, easy-to-understand wag & starting point for further analysis.

Critical overview of Porter's model of competitiaelvantage has assumed that firms within an
industry are identical in terms of strategicallyex@nt resources they control and the strategies
they pursue (Barney 1991, p. 100).

The entrepreneurial school of strategic manageipleces the entrepreneur as the crucial person
when establishing and managing firm. This fact lsartwo folding. From one perspective, he/she
is the organizer, manager, and coordinator andgbrideas, strength, and energy to the firm,
performing variety of roles. When the business gr@amd develops, the work becomes more
complex and a tremendous and unrealistic burdeorftyr one person. Then, the fact that all the
work is done by one person becomes the obstacle wiany processes are stopped waiting for
his approval, signature, and attention. If he/shtill capable of performing strategic thinking in
addition to operating problems he/she is one ofréine valuable individuals that function based
on their intuition and there is no need for thenfal strategic planning. However, how many
firms do have a top manager like that? In additibrthey do, in how many cases intuitive
decisions were found to be correct (Steiner, 1979)?

Current research of the entrepreneurship is indaembat of many colors,” but this stems only

partly from a lack of an organizing framework. Téas clearly a need for improving theory

building, enchasing rigor in invoking and applyiegtablished theories, and directing greater
attention to design and methods. The youth of i¢le fand the lack of an accepted framework
should not relieve researchers from conductingrogs, innovative, and theoretically grounded
research.

One stream of researchers suggests integratiomadégic management and entrepreneurship as
the research fields (Hitt and Ireland, et.al. 20009). Despite some claims to the contrary, the
field of strategic management draws on many sasiénce disciplines (Barney, 1991) and
continues to derive its strength from its eclectature. This provides richer opportunities for
empirical research, as well as enhances the dewelapof both descriptive and normative
theory. Moreover, entrepreneurship researcher dhiearn the theories and methodologies of
strategic management and borrow from them whenoapiate.

Vision is a controversy term, which is mentionedtlas crucial part when formulating each
strategy. The best possible situation is when migoshared among the employees and that there
are no personal confrontation, but coalignment whig firm’s vision. However, in majority of
firms vision is created in the head of top manalefshe has difficulties to express it in a way for
other employees to adopt and therefore employeesoti@uite understand where the firm is
heading. It takes a top manager with a very strdmyisma to be able to lead with a personal
vision.

School based on the resources and capabilitiesiisiyrbased on the resource-based view (RBV
stands for resource-base view). There are twondiste views on this approach: “view” or
“perspective” indicating a lack of coherence amahg different contributions (Foss, 1997a,
1997b) or of predictive capacity (Conner, Prahal#h6) and the second approach is “theory”
(Barney, 2001a, 2001b). There are also other néikeesesource-based view (Wernerfelt, 1984),
knowledge-based view (Conner, Prahalad, 1996)tioak view (Dyer, Singh, 1998) and
capability perspective (Langlois, Foss, 1999). Musv is one of the most researched concepts in
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the strategic management field that researcheheerettriticized or tried to find a way to
popularize and implement in different contexts. Ting critique of the resource- based view is
its ambition to become a theory of the firm. Fdasss, 1997a) gave arguments that RBV in itself
is not sufficient theory of the firm. It can expiaihe differences between the firms but for an
explanation of why firms exist, the concept of ofgpnism assumed in transaction cost theories
is still required. Later, Priem and Butler (PrieBytler, 2001, p. 57) and Mahoney (2001)
supported his arguments and RBV is not considehesry of firm. Moreover, RBV is a
tautology not a theory at all, while it falls tolffli the criteria for a theory. RBV stands on the
analytical statements that are true by definitiond @annot be tested empirically. Lado et.al.
(Lado, et.al. 2006) conclude that in practice ladidries are tautologies since their conclusions are
entirely contingents on the assumptions aboutahtofs, variables, and relations that are brought
into the theory.

There is also the argument of causal ambiguitys the relative difficulty deciphering causal
links between organizational resources and outcofidgpman, Rumelt, 1982, cited by Lado,
et.al., 2006, p.116) suggesting that managersrared in their ability to understand the sources
of sustainable competitive advantage.

Definition of the resource is not workable and ecterized as all-inclusive, although it is still
argued that it does not imply all the resources itrghould. The key axiom of the RBV is that a
firm having resources that are valuable, rare, indtable, and non-sustainable can achieve
sustainable competitive advantage. Neverthelessetltonditions are neither necessary nor
sufficient to explain sustainable competitive adege. It is not just the firm’ resources per se
that account for a firm’s competitive advantage, the combination of the firm’s resources and
people’s imaginative capabilities in those firmsalddition, firms’ capabilities have the potential
to be more durable than the resources upon whihdhe based because of the firm’s ability to
maintain capabilities through replacing individuasources (including people) as they wear out
or move on (Grant, 1991, p. 124).

The resource-based view tells the managers howetelop and obtain valuable, rare, non-
imitable, and non-sustainable resources but it ed@&snform them how this should be done or
even whether it can be done. The theory says Hitleut how strategic assets are created or
whether they come from within an organization. dldiéion, the final remark is that RBV falls
short of telling managers how a firm can develapdIstinctive resources required to compete.

2.6.4. Critical Approach to Contemporary School ofStrategic Management

Contemporary school of strategic management ioapgof research ideas that is characterized
by its potential rather than by its contributionodgbitive psychology has yet to address

adequately the questions of prime interest fortefiia management, especially how concepts
form in the mind of a strategist (Mintzberg, Ahéstd, Lampel, 1998, p. 172). It is quite logical

that top managers are more prone to the thougtdthef schools while they are embedded in the
educational system and tradition of running a lessn The ideas of contemporary school are
basically more from the field of psychology and mesgience. They are popularized more by the
consultancy than by the traditional business edutaResearch has not found an interesting
trigger question in this stream of strategic thdwagid therefore there is no representative amount
of research in a valid theory applicable to thatsgic management. When reading about the
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seminal contributions of this school their work gablished in the sociology or psychology
journals, yet few of them in the strategic managdrigerature.

The school is not opposing other schools but ratiffering a new perspective on the previous
schools and ways on how to improve them. Ideasiarénterfering with the essence of strategic
management but are more focused on cognitive fesiafreach person. Top manager is a person
that is behaving like any other and he is facingllehge, pride, happiness, trouble, and fear as all
other people around him. If managers understanchgblves behaving in a different business
context they will understand others. Business [plas are the skeleton, without which there
could be no legibility for doing business but whaings the success is the ability to understand
and manage human interactions. That is the maitribation of this school.

Another point presented in the contemporary sclobatrategic management is the concept of
collaboration. After the extensive and popular wofcompetition, it sounds almost illogical to
propose a word that will characterize futurity dfagegic management- collaboration. The
competition underlines stressful situations, wisreand losers, and a lot of energy lost on the way
to find out how to compete. Therefore, collabomatis a more interesting concept that is
suggested to be used as often as possible. Thon(@96@) was the first one to introduce
(Hoskisson, et.al., 1999, p. 423) the notion ofpmyative and competitive strategies and coalition
formation and as such a forerunner of network arategjic alliance strategies. He is largely
overlooked by strategic historians, but he is the who contributed to the understanding of
implementation of corporate strategy thought hisomoof interdependence between business
units.

Due to the lack of accumulated experience and relsethere are no accumulated critiques of
contemporary school of strategic management yés.the phase of discovering more and more
concepts, rather than analyzing or finding falladrethe existing ones.

The history of strategic management shows thatémh idea there is a place and time. Idea
outside of context, time, and place will not bearelgd as the valuable one, while after a while it
will be dogged out and represented as brilliantisahwork of scientific thoughts.

Contemporary school is not confronting other idaad theories from other schools but focusing
on one detail in the process of strategic managenéis detail is actually the decision about the
formulation and implementation in the head of ttrategist. No other school devoted energy to
the moment of making strategy, but the aspectséeioafter the strategy formulation.

One of the tools used by this school is the Myeiigd® Type Indicator. The Myers- Briggs Type
Indicator is by far the most widely used and stddasychological test today, with over three
million people a year completing the assessmertument (Gardner, Martinko, 1996, p.45).
Indicator was based on the work of Jung, while géhare several differences, which could
influence the interpretation of the results. Evanglseemed cautious about the typology upon
which the MBTI is created. He thought that it coblel only the scheme of orientation. Jung said
the classification of the individuals means nothingthing at all. It could be used only as the
instrument for the practical psychologist to expléne behavior of a husband to a wife and vice
versa(McGuire, Hull, 2005, p. 305). Jung’s personatifgology was originally designed to help
in the diagnosis of neuroses whenever a parti@itéude or function was over used (Michael,
2003). According to his words, this typology was tlsult of many years of practical experience
that remained completely closed among the acadpsyichologist (Jung, 1971, p. xii). Myers-
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Briggs added judging- perceiving attitude and setoversion and extraversion as mutually
exclusive dimensions although Jung opposed thisottieny. Therefore, indicator got used far
beyond Jung’s original intent.

McCarley and Carskadon (McCarley and Carskadon3 t@8d by Gardner and Martinko, 1996,
p. 50) found satisfactory evidence to support telility of the MBTI's type scores. However,
the construct validity of MBTI is subject to considble debate.

The structure of MBTI assumes dichotomy. The irdlnal is always presented with a forced
choices format. This forces individuals into cleategories. It would be true world picture if it
were based upon the continuum. Continuous meagigieshigher reliabilities than dichotomous
measures, and hence are more appropriate for ces@ardner and Martinko, 1996, p. 78).

Users of the MBTI may misinterpret people’s perdibpatypes and make inaccurate
recommendations about what functions need additaeaelopment. This is most likely to occur
in a group setting, where trainers are unable tua¥e people individually (Michael, 2003, p.
78). Although MBTI has found a great role in theadership environment studies (Gardner,
Martinko, 1996) it did not answer whether differemanagerial positions might be better served
by people with different personality types or dideall us which type would be most effective.
MBTI could be used in order to enhance the comnatiuo, identify potential sources of
conflict, or raise self-esteem of the individuat. the leadership, notion of MBTI should be
applied with caution.

One of the ways how to improve the efficiency ofndpbusiness, at strategy level in particular,
are features presented in the learning school rategfic management. Learning should be
incorporated in every aspect of the work as thehotetof personal growth and professional
improvement. The firm as the system gets bettethd@ individuals, teams, groups, and
departments grow in their perceptions, attitudesgyvkdedge, and behavior. Experience, new
knowledge, technology, and business environmenteseas impetus to learn. Writing about
learning is self-evident, but performing learnirgpults in action is a self-demanding job that
consumes time, energy, and good will. Formal okbgs and procedures for institutional
learning in the environments, in which there isunderstanding of the learning essence, bring no
learning results and positive implications on firperformance. In those environments, contrary
to what is expected, learning just undermines toeuyctive working hours and employees, while
it is considered the additional activity and no¢ tmode how to perform and improve. There
should not be too much emphasis on learning whiipleyees are forced too much on the
learning procedures and less on the real job. Tdi®igly announced plan to change and the
balance of continuity and changes is found to beatly to implement changes.
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2.7. Conclusion on the Schools of Strategic Managemt

Top managers have different ways of approachingptbeess of strategic management. A school
of strategic management represents a similar appyaa. paradigm that top managers share.
The difference between the schools lies in theiteqistinctive ways of approaching the process
of strategic management. Depending on the critetteere are quite a few theoretical
classifications of the process of strategic manager(Chaffee, 1985; Hampden- Turner, 1993;
Whittington, 1993; Mintzberg, 1994; McKiernan, 199dintzberg, Ahlstrand, Lampel, 1998;
Haberberg, Rieple, 2001). Each of the proposedifieations is the result of the author’s way of
thinking, and thus offers just one part of the vewephantstory.

My contribution to the field of strategic managemisra new classification based on two criteria;
time horizon and the role of the top manager in phecess.Classical school of strategic
managementgathers the basics of strategic management, bgibal roots, and is therefore the
most influential of all. On the other side of thengulum is theContemporary school This
school supports the idea of collaboration and degni The next school is thenvironmental
school of strategic management, which presents all thetinee and passive ways of correlating
the past and the future. The last of the four psegoschools is th€ompetitive schoolthat
underlines the survival in any possible way. Itais active attitude towards the future that
emphasizes the importance of competitive advantage.

This chapter concludes with the critical overviefnal four schools of strategic management in
order to have a realistic and balanced opiniorheflienefits and pitfalls of the presented ideas.
None of the schools is of better quality; rathérfalr of them form an interwoven material in
strategy formulation.

3. EMPIRICAL RESEARCH ON THE IMPACT OF STRATEGIC
MANAGEMENT SCHOOLS AND STRATEGIC THINKING ON THE
PERFORMANCE OF CROATIAN ENTREPRENEURIAL PRACTICE

3.1. Research Project

The purpose of the research is to denote the imibedt strategic management schools and
strategic thinking have on the performance of Gama¢ntrepreneurial practice. In order to fulfill
this task the proxies graphically presented inlP& have been developed.

The theoretical concept assumes that strategi&itigrand schools of strategic management are
among factors influencing the financial performarafefirms. Since strategic thinking and
schools of strategic management are only theofetaacepts, it is impossible to measure their
impact directly. In order to measure the practivanifestation of these theoretical concepts, |
have introduced proxy in form of constructs. Asault, strategic thinking is measured through
ten constructs of strategic thinking through foanstructs of strategic management schools. The
financial performance of the firm is measured ngéhfactors: return on equity (ROE) and return
on asset (ROA).
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Picture 7: Theoretical model of empirical research
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3.1.1. Defining the Features of the Constructs oft&tegic Thinking

Strategic thinking is highly under-researched iadsmia publications and therefore it represents
a challenge in empirical testing. The variety irfidag strategic thinking as well as different
approaches in understanding the concept offers rmusekey words that should be content
related to strategic thinking. The basic empirecsgumption was to test statements related to key
content-related words in strategic thinking in artteestablish if and to what level top managers
utilize strategic thinking features.

The key content related words to strategic thinldaregghighly stressed in the literature as the most
crucial and inevitable features of strategic thigkiHighly recognized researchers in the field of
strategic management who have published their iboritons on strategic thinking in seminal
publications and conferences have introduced tliearires. These works are predominately
theoretical in their nature. Researches discudsedriteria and features that should be taken into
account as crucial in defining strategic thinkingone of them tested their theoretical
assumptions with empirical research. Thereforereth® no reliable or valid questionnaire that
can be used at this point in the thesis in ordemmasure strategic thinking capability.
Furthermore, there is no formal, scientificallywgnized measure of strategic thinking, and thus
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| have introduced several constructs, as proxgesyaluate strategic thinking capabilities of top
managers. Each construct represents a key word etadubrates crucial ideas in several
statements.

The survey instrument is based mainly on two saurttee work of Jeanne Liedtka on strategic
thinking (Liedtka, 1998) and the only elaboratedvey instrument for assessing strategic
thinking The Strategic Leadership Development Invent@gcobs, 1994).The Strategic
Leadership Development Inventq$LDI) is the result of the fusion of data fronrel sources
and was developed by T. Owens Jacobs at the lmaluSbtilege of the Armed Forces (ICAF) and
the United States Army War College (USAWC). Thegmral questions were developed to
survey the opinions of general officers and semiefense civilians in order to identify job
requirements and skills crucial for achieving ssscat senior leadership level. The three most
relevant features of leadership effectiveness delwconceptual skills and attributes, positive
attributes and negative attributes. The SLDI presid comparative overview of the individual's
strengths and weaknesses by combining self-assessmd independent assessment by peers
and supervisors. Combining the work of both Liedika Jacobs, | have created a list of features
forming ten constructs of strategic thinking. Eamnstruct- element of strategic thinking is
explained by giving their theoretical backgroundl a supported by the premises representing
the most important ideas. The list of the premeed their codes (for statistical purposes) are
listed in Appendix .

Construct 1: System Approach

The construct is composed of the following premises

| insist on fulfilling each of the departments plan

Top management is responsible for 85% of the mistaln the firm.

There are disputes and misunderstandings betweendbpartments in the firm.
While running a business we emphasize processes.

Strategic thinking is built on the foundation ofgstems perspective (Liedtka, 1998, p. 122). A
strategic thinker should have a mental model oictiraplete end-to-end system of value creation
and should understand the interdependencies withikaufman (Kaufman, 1992, p.69) has
characterized strategic thinking as a switch froeeirsy the organization as a splintered
conglomerate of disassociated parts (and employe@speting for resources to seeing and
dealing with the corporation as a holistic systéat thas integrated each part in relationship to
the whole. There is a famous saying by Edward Dgntimt about 85% of a worker's
effectiveness is determined by the system he/shiksweithin and only 15% by his own skill. A
top manager is responsible for running the systemoshly. This requires the ability to distance
oneself from day-to-day operational problems (Ggri®95, p.2) and to see different problems
and issues in interconnection with each otherwtag they influence each other and what effect a
solution in a particular area has on other areasdtka, 1998, Goldman, 2005, p.4). Moore
(Moore cited by Liedtka, 1998, p.122) proposed thétm should not be viewed as a member of
a single industry but rather as a part of a busieessystem including a variety of industries. In
addition to understanding the external businessystem in which the firm operates, strategic
thinkers must also appreciate the inter-relatigmstamong the internal pieces taken together;
they must comprise the whole (Liedtka, 1998, p.1ZBRg strategic thinker sees vertical linkages
within the system from the multiple perspectivesn& (1990, p.43) has called this approach
systems thinkingnd has argued that we must look beyond pers@wltnd events. We must
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look into the underlying structures shaping indiats actions and creating the conditions in

which these events are likely to happen. This meslthinking in terms of processes in order to
enable a reconciliation of apparent contradictiofisis concludes the understanding of how

organizations are embedded within large and comgystems such as markets, industries and
nations (Stacey, 1996), and how they are influenogdhe dynamics, interconnections and

interdependency of these systems (Liedtka, 1998).

Construct 2: Hypothesis Generation and Testing

The construct is composed of the following premises

| always question myself «if a problem occurs, whae we going to do? » and try to work on the
solution.

When planning, | work together with my team on seakepossible scenarios.

| often question the logic of commonly agreed facts

When taking a decision, | try to think about the wst and the best possible option.

Hypothesis generation and testing (Liedtka, 1998pne of the key features of the ability of
strategic thinking. It mirrors the “scientific metlf’ (Liedtka, 1998, p. 123) and is therefore used
rarely. It is composed of two features: imaginingatvmight happen and the readiness to respond
to possible threats. Future directions could basaged by the scenario method. It is the ability
to stretch participant’s thinking, introduce newsgibilities, challenge long-held assumptions,
update mental models, form valuable vehicles fardmg and shared understanding and often
become the basis for strategic decision-making g¢Aam, 2005, p.8). Ohmae (Ohmae, 1982,
p.79) finds that leaders are very lazy thinkers pethaps do lack self confidence in regard to the
thinking process itself and need to push theirkinig far enough or take the “what if’ questions
very seriously (Morgan, 1998, p.61). Questions thee building blocks of strategic thinking.
They lead to dialogue and debate. Dialogue andtdelmaturn, lead to insights and insights lead
us to the positive change, which creates a betteotrow (Banach, Lorenzo, 1993, p. 3)

Construct 3: Focused Intent

The construct is composed of the following premises

There is an optimistic atmosphere within the firm.

Our strategy is similar to the strategy of our costjtors.

Sometimes the compromises we are forced to do emiitt our goals.
Others’ missions and visions are alike, but so anars.

Strategic intent provides the focus that allowsvirdials within an organization to marshal and
leverage their energy, focus their attention, tedistraction and to concentrate for as long as it
takes to achieve a set goal. Inevitably, stratdgitking is fundamentally concentrated on and is
driven by the shaping and re-shaping of intentdtke, 1998, p. 123). Czikszentmihalyi calls for
the importance opsychic energy. We can focus attentioba,argueslike a beam of energy, or
diffuse it in desultory random movement. We creatselves by how we invest this energy
Strategic intent is a term for an animating drednmgonveys a sense of direction, sense of
discovery and sense of destiny (Prahalad, Hame39,19p.129-130). Researchers call this
directional (Goldman, 2005, p.4) or strategic intgmedtka, 1998).
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Construct 4: Time

The construct is composed of the following premises

There have been many mistakes and we are now tryingorrect them.

| devote more time to current problems than to s&gic decisions and plans.
Our future depends on others, not on us.

| react rather than act proactively.

The strategic question is not only what the futilv@ we want to create looks like it more
like...having seen the future that we want to create, winadét we keep from our past, lose from
that past and create in our present, to get thgta@dtka, 1998, p.123; Service, 2006) Strategic
thinking is an activity that does not reflect therrent moment in the firm. It deals with the
consequences of past decisions and problems (Me2@@8, p. 13), current disfunctionalities,
emergencies and planning of the future. While cornigi the three periods, the past, the present,
and the future, a top manager might very often mecaconfused about the priorities and
sequences. In addition to the ideas popping upentdp manager’'s mind, there are on going
changes in the business environment and withirfithre While thinking about time, the time
keeps ticking.

Construct 5: Professional Capabilities

The construct is composed of the following premises

| consciously separate operative and strategic ates.

| reserve time for making plans about the futureientation of the firm.

| am well informed about and | comprehend the tedhal processes in the firm.
| follow/keep up with the literature on managemeand leadership.

| try to implement some of the advice found in thedevant literature.

| enhance my knowledge about firm’s strategic marmagent.

Professional capability is the prerequisite for &oym or level of strategic thinking. Strategic
thinking per se,without professional capability, does not haveedfect when utilized in a
specific industry, firm, or situation. Professiomabstery, seen as knowledge of the technical
processes in the firm, is the cornerstone of affedeadership. Individuals lacking professional
capability appear slow in understanding the prayicidormation and may fail to utilize properly
the material and human resources in order to acksimjhe mission. A top manager needs to be
familiar with the technical processes in the firimce they represent the cornerstone for any form
of strategy development. Strategic thinking shdxé¢dooked upon as treecond, upper layesf

the perspective in the firm. Nevertheless, stratdgnking, as part of strategic management, is a
capability and a discipline of its own, and thereftop managers should brush up their ability to
manage strategic issues with the help of publingtiobooks, seminars, workshops or
consultancy.
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Construct 6: Conceptual Flexibility

The construct is composed of the following premises

Changes occur very often in the companies’ plan.

| boost, develop and support differences in thewseof the subordinates.
| am aware that | make decisions based on just & fpieces of information that may or may not be
perfect.

| do everything in my power to avoid surprises ilapning and business in general.
When confronted with an obstacle, | switch to artetnative plan.

The owners and the Board of Directors pressure asathieve results.

Conceptual flexibility (Jacobs, 1994) or intelligeopportunism (Liedtka, 1998, Goldman, 2005,
p.4) or conceptually reflecting ideas of models hgpothesis (Goldman, 2005, p.4) is one of the
most crucial features of strategic thinking. A tnpnager should be open-minded while working
because changes happen often. Realizing the cpall@nd the proactive attitude helps the top
manager to stay on the edge of the moment. Le&iddrthat the essences of strategic knowledge
are environmental responsiveness and strategidbifiex and not the accuracy of long-term
projections (Diffenbach, 1983 cited in Morgan, 199862). There should be an open possibility
for new strategies to emerge when complex anccdiffsituations unfold.

Construct 7: Future Vision

The construct is composed of the following premises

| have a clear vision of this firm.

The future of this firm depends solely on the owitedecisions (private owner or state).
Contradictory results of analysis do not block dfegic decisions.

Departments in the firm concentrate their effortiahemselves rather than on the firm in general.
Employees are familiar with the firm’s mission, s and strategy.

A leader thinks about the impact of his actionstioa future (Nadler, 1994, p.31). Strategic

leaders are guided not only by a formal plan, lis &y a philosophy that stresses long-range
thinking (Schilit, 1988, p.43 cited by Morgan, 1998 64). Strategic thinking examines the

operating principles of the future (Robert, 199449 cited by Morgan, 1998, p. 64). Vision and

mission are the energy that should motivate allatmployees and offer them the direction of

action. Contradictory results of analysis shoultilock top managers’ decisions.

Construct 8: Political Sensitivity

The construct is composed of the following premises

Sometimes it is wiser to comply with the advice awgnfrom the political power outside the firm than
with the logics of business within the firm.

The final strategy depends on the strength of théerest groups within the firm.
| am interested in broader social and political isss.

| personally involve myself in the politically seitige situations in the firm.
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Political sensitivity is related to both, politicédsues inside the firm and outside the firm.
Different interest groups, within the firm, try twganize employees in favor or against the top
manager’s intentions. A top manager should be seasio both extreme political situation
within the firm, and broad social and politicalues within the society. Not only interest, but also
networking and personal contacts count (Jacobs})199

Construct 9: Intuition

The construct is composed of the following premises

| follow intuition when taking a strategic decisian

When taking a decision, my “guts” feeling is the cisive element.

| grasp the relations and patterns in confused aodmplex situations.
Top management very often bases decisions on erpes.

Any significant activity of forecasting involves large component of judgment, intuition and
educated guesswork. Intuition plays an important @&en where the forecasts are obtained by a
mathematical model or simulation (Kahneman, SloWiegrsky, 1982, p. 414). Moreover, the
international study (Parikh, Lank, Neubauer, 198dput the role of intuition in management,
finds that intuition has a major role in the praiesal lives of top managers. The results of the
study conducted by Henden (Henden, 2004, p.125, 128) show that top managers have
different opinions on what constitutes thet feeling. It could be located in both, the head #ed
stomach, and it presents the sum of experiencesptaple are not necessarily conscious of;
through life, intuition is shaped as a mosaic graghe wholeness and interrelationships of
experiences.

Construct 10: Uncertainty/ Paradox/ Disequilibrium

The construct is composed of the following premises

| need a short period of time to comprehend the gbexity of a problem we are facing.
If there are two opposing opinions, | decide whiche is the most realistic.

Different attitudes and opinions result in highenmlity solutions.

| sometimes change the decision based on colleagiudsience.

Due to the complexity of the business environmeittis impossible to meet all the stakeholders’
requirements.

| am able to prioritize between long and short-teproblems.

Disequilibrium and instability are not pleasant anldry to either avoid or ignore them.

When dealing with tasks, a top manager must be tablmderstand and conceptualize different
and possibly conflicting information and scenari8sarbuck and Miliken (Starbuck, Miliken,
1988) argued that complex decision-making tasksiregnanagers to use multiple sense making
frameworks, which may be inconsistent with one heobr even contradictory. Similarly, Fiol
and Huff (Fiol, Huff, 1992) stress the importancé managing a portfolio of multiple
representational systems to improve strategic aecimaking and encourage strategic thinking.
Hence, decision-makers need to be able to holdraeseemingly paradoxical and conflicting
positions simultaneously in their mind and to taterthe resulting uncertainty and ambiguity
(Bonn, 2005). Strategic thinking compromises théditgalto understand complex and perhaps
unstructured problems quickly and the tendencyotuk Ifor contingencies when developing
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contingency plans (Jacobs, 1994, p.13). The eWecttrategist is one who can live with
contradictions, learn to appreciate their caused affects and who can reconcile them
sufficiently for effective action (Mintzberg, Quin®992, p. xi).

3.1.2. Defining the Features of the Constructs oftategic Management Schools

Numerous authors (Mintzberg, 1994, Whittington, 3,9McKiernan, 1996, Chaffee, 1985,

Mintzberg, Ahlstrand, Lampel, 1998, Haberberg, Rig2001, et.al.) offer different views on

understanding the process of strategic managernetcombining of different features of the
existing views, resulted in a new classificatiorhisT classification consists of the classical,
environmental, competitive, and contemporary sclibdtrategic management (Andrews, 1971,
1981, 1987, Chandler, 1962, 1977, Selznik, 19530#n1967, Steiner, 1969).

The reason for creating schools of strategic managé was the attempt to reorganize the forest
of strategic management ideas, concepts, and #sedrased on the criteria of different
approaches to the strategic management processatiémept was not only to simplify but also
rather to classify the attempts in order to offeriaque on their value added for the development
of the strategic management discipline and to afév insights for the future stream of research.

Different approaches to the process of strategicagament are the results of the different time
settings in which they emerged. In addition, thprapches differ based on the criteria they use.
When knowing the top managers’ preferable schostmaftegic management it could be possible
to predict how he/she will react and decide in a&cd situation. Moreover, a business
environment may promote a specific type of strateélginking and a specific school of strategic
management.

The literature review mentions several differen@ssifications of schools of strategic
management. Each of them offers a view of the m®0é strategic management. However, they
do not exclude each other. Depending on the aitéhiey offer slightly different approaches to
the classification. During the years, the reseascihave been developing their classifications
according to the practical needs. The classificaido four schools of strategic management is
based on the two criteria- time horizon and the aflthe top manager (Jelenc, 2004). According
to the time horizon, there are two distinctive sabhof strategic management — classical school
and contemporary school of strategic managemeset cldssical school represents the foundation
of strategic management as a discipline, whereasctintemporary school combines these
classical ideas with the modern concepts and appesato the process of strategic management.
The second criterion is the active or passive afléghe top manager. If the top manager is
passive, we talk about the environmental schooktodtegic management, while, if the top
manager plays an active role in the processtitasompetitive school of strategic management.

These schools have been developed (Jelenc, 20@#)slaghtly changed according to the
experience derived from previous empirical reseafidcte same pattern can be applied to the
strategic thinking constructs. The constructs agperted by several premises (printed in bold
and italic), and each of them is supported by tie®tetical background. The list of the premises
and their codes (for statistical purposes) carobad in Appendix I.
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Construct 1: Classical School of Strategic Managemé

Strategic orientation derives from the analysis@fternal factors and factors within the firm.
According to the classical school of strategic ngemaent, there are two appraisals: external and
internal. Both of them analyze in detail only oregment of the business environment. The
conclusions of both of them influence the procdsstrategic formulation (Selznick, 1957, p. 62,
67-68, Steiner, 1969, p. 33; Andrews, 1971, p.(iijstensen, et.al., 1985, p. 2, Ansoff, 1987, p.
103). The conclusions are combined in search ofre@nce or a fit between the features in order
to reach a realistic and a unique strategy forranat

Managers working on strategic issues are speciatucated for such a task.

Managers specialized in preparing and making gfi@fgans are highly educated in the field of
strategy and are familiar with forecasts and sgéesaextrapolations, variety of data analysis
gathered from the environment (Ansoff, 1987, p. 12)

Good strategy is a prerequisite of business success
Business success is a result of many variables giwbith strategy takes a very important role.
A concept of strategy brings simplicity to comptaganizations (Christensen, 1982, p. 554).

When we resolve problems, we select among seveptibris in order to determine which
solution is the most appropriate.

The analysis usually suggests a few options andiseedeductive methods to choose the best
one. This selection of option is considered unifpreeach of the firms (Christensen et.al, 1982,
p.164).

In our firm, we do the planning by the book, i.etep-by-step from formulation through
implementation up to control.

The process of strategic management by definitionsists of several phases; formulation,
implementation, control and evaluation. Only afbele stage is completed, the next one starts
(Andrews, 1971, p.23-25, 1987, p.551).

The say of the top manager or the top managemeatités the most dominating in the process
of formulating the strategy.

The top manager or the top management team isneigp® for formulating, implementing, and
control as well as for the overall success of tinategy (Andrews, 1987). Hayes (Hayes, 1985,
p.117) calls this the “command-and-control” menyadince it allocates all the major decisions to
top management. The whole field of strategic mamege is associated with the “point of view”
of the top manager.

We use SWOT analysis.
By using SWOT analysis, the managers manage t@ ginascurrent situation in the environment
and within the firm (Christensen et.al, 1982).

By forecasting, we provide some features neededbfanning.

Strategic planning implies envisioning the futucetsat we can start now with the preparations
for that future. Some of the features of planning beyond the current period and only
assumptions about the future might help in pregafor the future. Assumptions are not just
single case forecasts but rather projections atimitvariety of possible future outcomes. The
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forecasts and projections are features that sHmlcbnsidered when formulating plans (Steiner,
1979, p. 236: Andrews, 1987, Christensen et.al21.98

Planning has to be formal and explicit.

Once the strategies have been fully formulated attimn follows. Only an explicit strategy can

be discussed, investigated and debated (Andrevd,, 1924). A strategy must be explicit to be

effective and specific enough to require some astiand exclude others (Andrews, 1971, p.37).
The strategy should be as deliberate as possiblgis(€nsen, 1982, p. 24), consciously
implemented (Christensen, 1982, p. 543) becaus®rtyppsm is the conceptual enemy of

strategy (Christensen, 1982, p. 828-829).

The plan is implemented by the strictly definedpe

The implementation of the strategy is comprisedh cferies of subactivities that are primarily
administrative. Andrews lists 12 steps in the impdatation process regarding time, resources,
and other inputs.

Once formulated the plans do not change.
Plans serve as directions when doing business.hdinged, plans bring more confusion,
inconsistency, and less understanding (Andrews/)198

Construct 2: Environmental School of Strateqgic Management

The firm has to pay attention to the drafts of lawsd regulations.

The state is one of the most crucial factors ingh@ronment. The firm has to respect and abide
by the laws and regulations (Mintzberg, Ahlstrabampel, 1998, p. 290). Moreover, it is better
for the firms to take into account the laws anduletions in their draft phase and make
adjustments when planning their future than taigritheir strategies once these laws and
regulations are passed.

The firm can only react to changes and adjust tomenarket demands.

The firm is not in the position to change and ale the market demands but rather to
comprehend the changes in the environment and ehangordingly (Mintzberg, Ahlstrand,
Lampel, 1998, p. 288).

The key of survival is to adapt to the environment
Refusing to adapt or change is one of the possidsons of self-destruction (Mintzberg,
Ahlstrand, Lampel, 1998, p. 288).

Some sets of norms and values in the firm are nasi®y changed.

The cultural component of norms and values shapesagnitive maps of individuals, groups
and the firm and thus presents one of the hardets pf the firm liable to changes (Mintzberg,
Ahlstrand, Lampel, 1998, p. 268).

The firm has to follow the “rules of the game” sély others.

The rules on how to operate within the industry aet by the stronger, more influential
competitor or stakeholder and rarely by the firselt (Mintzberg, Ahlstrand, Lampel, 1998, p.
236).
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Only the most flexible survive.
A firm that is flexible and capable of reactingtfas market changes can actually change the way
of doing business (Mintzberg, Ahlstrand, Lampel8.9. 288-300).

Mentality and culture directly influence the firm.
Attitudes shaped by the family and the societyuierfice the way an employee thinks within the
firm (Mintzberg, Ahlstrand, Lampel, 1998, p. 267).

We are too small to change the world.

The firms, regardless their size, do not feel pdwernough to change business conditions, the
relations on the market, and/or the buyers. Theyeptcalready established facts (Mintzberg,
Ahlstrand, Lampel, 1998, p. 294).

The environment directly and to large extent inflnees our strategic direction.

Sometimes the environment is taken as the acttadf the factor when formulating strategy.
The environment can influence the decisions andddstiny of the firm (Mintzberg, Ahlstrand,
Lampel, 1998, p. 288-300).

The firm cannot do much if the opportunities in thenvironment oppose its success.

There could be a very strong and interwoven ndtiraicratic and private relations and therefore
it is impossible for a firm to launch its businadga on the market (Mintzberg, Ahlstrand,
Lampel, 1998, p. 298).

Firm receives the impetus to change from the envinoent.

Studies show that all the unexpected catastrophdscases could have been prevented since
there had been signs long before they actually éxagab (Weick, 1993).

Construct 3: Competitive school of strategic manageent

We try to be the first to launch the product on thearket in order to gain advantage.

In the spirit of competitive battles, the one wirstfoffers the product to the market hhe first
mover advantageas the one of the most important short-term souafethe competitive
advantage (Suarez, Lanzolla, 2005, p.121-125).

Creativity is key factor in formulating strategy.

The process of creativity and innovation involvethé skills, and expertises that are available
within the organization (Feurer, Chaharbaghi, 19930). If the strategy is created according to
the administratively correct process procedurek b emloyers and the employees will lack the
drive and the team spirit to implement it succdisfu

We focus our energy on the new challenges and et problems from the past.
The process of strategy formulation is dominatethieyactive search for new opportunities while
resolving past problems is secondary (Mintzberds#énd, Lampel, 1998, p. 133).

Strategy is the mix of intuition and wisdom.

Strategy is like a mix of different features condmnin different paterns; sometimes factor
analysis prevails, sometimes intuition, sometimgsedence, and sometimes wisdom. Intuition
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and wisdom are the predominating mental featurabetop manager in the process of strategy
formulation (Mintzberg, Ahlstrand, Lampel, 1998,1124).

We proactively create changes on the market.

There are firms that are inventive on the markedre are those who follow them; and those that
oppose changes. Acting proactively means thatithe i aware of its active role in creating
strategic choices in fulfilling set goals.

The market is a battlefield where we fight our wars
These words are taken from Knauss’ book (Knaus83,20. 15) where he applies Sun Tzu’s
ideas from th&he Art of Waito modern business environment.

The most successful managers are the source of ratmns and ideas that lead to changes.
In the entrepreneurial spirit of the manager lies source of innovations and ideas that drive
changes and improvements in the business enviradnmen

Idea and work are crucial features of a successfulsiness.
The ultimate way of doing business is idea genamatind hard work. The top manager realizes
the opportunities, gets ideas, develops these idedsfinally implements them.

It is important for top manager to be charismatic.
The ultimate drive for a top manager is persongha@ity or charisma that will help him lead
with vision if lacking a formal plan (Mintzberg, Adtrand, Lampel, 1998, pp. 134-135).

We understand our competitors; therefore, we cangftast their reactions and behavior.
It is very important to understand the competittingjr reactions, behavior when setting strategic
goals (Knauss, 2003).

Intended strategy might change if market changes.
Planned, intended strategy is based on analyzeassuinptions. The change in the assumptions
might change the intended strategy.

Team spirit and project approach to business creplieasant working atmosphere.
The modern way of doing business is based on teaknaval collaboration since it has proved to
be more efficient than individual work.

Construct 4: Contemporary school of strategic managment

Training and specialization is very important.

Learning is a never-ending story. Training and geations (seminars, lectures, and
workshops) are formal ways of acquiring knowledg®ortant for both employees and top
managers (Senge, 1990, p.3).

A valuable part of our firm is the tacit knowledgéemployees’ knowledge that is hard to
formalize).

Tacit knowledge is the knowledge that employeeshbhut which is hard to articulate. Polanyi
wrote in The Tacit DimensioiiPolanyi, 1967, p.4 cited in Smith, 2003) tiast canknow more
than we can tell.
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We work on building competitive advantages.

Success on the market depends on the sustainatlgetiive advantage that are very hard to
identify, foster and develop since they continoushange (Haberberg, Rieple, 2001, pp. 216-
218).

Learning makes top managers successful.

Top managers’ behavior is directed by their positmd negative experiences and mistakes done
in the past. The nature of learning has todbable-loop learning, i.ethe top manager should
learn how to manage according to his/her experge(igéntzberg, Ahlstrand, Lampel, 1998, pp.
109-110).

We do business only in the narrow segment in whigé are the best.

A firm has to be focused on exploring the core bdpis it posses in order to be among the first
in the industry. Hamel and Prahalad coined the teore capabilities to distinguish those
capabilities fundamental to a firm’s performanced atrategy (Prahalad, Hamel, 1990, p.90).

Dynamics of the business is the result of the whag top manager thinks.

The way top managers think is the way they perceiigavorld. The values they represent are the
values that will guide them in implementing thedadlership style. If the top manager perceives
the environment turbulent, he/she will behave tlebily and impose this feeling of turbulence
on the employees.

Dynamics of business is the result of the way tinepdoyees think.

A top manager should empower the employees in dmemnable them to participate in the
proposing and developing of ideas and innovatiddepending on the firm’s culture and
motivational impulses, employees contribute to firens’ accomplishment of goals and
strategies.

Intellectual capital is the most important sourcé strategy.

Intellectual capital implies structurahd human capital (Skandia, 1994). The underlyieg iof
intellectual capital lies in the fact that peopleir skills, and capabilities are the cornerstoofes
the future of the firm.

3.1.3. Defining the Features for Assessing Firm Pirmance

Strategic leaders are “map makers® and tacticalldesa “map users® (Mintzberg, Ahlstrand,
Lampel, 1998, p.162). For the strategy researchieespption to move away from defining (and
measuring) performance of effectiveness is not ablei one. This is because performance
improvement is at the heart of strategic managetfv@rkatarman, Ramanujam, 1986, p. 801).

Strategic management is a process whose ultimattesatio achieve the goal. This goal could be
expressed in financial terms (e.g. percentageafftpncrease within five years...) or in the non-
financial term (e.g. entering new foreign markéasinching new products, merging with other
firms). No matter how the goals have been exprestet results are expressed in financial
measures. Measuring performance is relevant to gemsdecause it helps them make decisions
about resource allocation. The strategic fit isoaecconcept in normative models of strategy
formulation. The pursuit of the strategic fit hamditionally been viewed as a desirable
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performance implication. The system of performaincicators offer only a limited overview of
the firms overall performance. Various indicatoesvd been developed based on different goals,
aims and criteria (Popayi Vitezi¢, 2000, p.128). The goals demand for both finareml non-
financial results in order to grasp the long-tetncess. Apart from fulfilling specific goals, there
is always a question of maintaining the health austainability of the firm in the long run.
Therefore, financial or non-financial results couldicate the level of fulfillment of the specific
goal, but could be in collision with other goalglartimately damage the whole firm. Therefore,
the methodology of perceiving performance fromedié#ht perspectives (like Balanced scorecard)
is a holistic view on the firms’ success.

Due to the growing differences in industries, pss&s, and goals the financial measures grow in
complexity. Nowadays, firms are forced to searclyobd traditional financial measures and

place greater emphasis on performance metricedetat softer issues embedded in people and
processes. The strengths or weaknesses do not ghown a balance sheet (Bromwich and

Bhimani, 1994). Organizational theorists argue tbaerall organizational effectiveness is

assessed only if viewed from multiple consisteng¢@snnoly, Conlon, Deutsch, 1980, Boyd,

1991; Chakravarthy, 1986; Venkatraman, Ramanuj@86)1

Strategy involves the use of resources that gieditm a competitive advantage (Barney, 1991)
and ROA yields the most direct information aboutvhefficiently these resources have been
allocated (Hull, Rothenberg, 2008, p. 785). ThewfdROA is the most common accounting-
based performance measure (Bergh, Ngah-Lim, 200)1p highly correlating with other
measures such as return on sales (ROS) and retiequity (ROE). Contrary to that, earning per
share value (EPS) reflects mainly the financiafgremrance from the investor’s perspective.

Both measures, ROE and ROA are highly dependetihemdustry. They represent the idea of
how effectively the firm is converting money; tota¢sets (ROA) and equity (ROE) into net
income. Hence, earnings are important, but not imgtortant. Earnings themselves do not
represent value. Rather, they are the source okv&raham and Dodd (Graham, Dodd, 1996)
cared about earnings only to the extent that thegeased the firm’s value, which came directly
from the balance sheet. By adopting their definitad value, return on equity, not earnings alone,
is the most important metric of value creation. Tikeasure of ROE can be artificially inflated.
Instead of issuing stocks, the firm borrows thedjrand thus lowers the book value. As a result,
the ROE is increased but there is no increase afitpMany financial experts recommend
examining ROE over a longer period, not just foe flormer year. This will take out any
abnormal numbers out of the picture and will giv@are realistic view. Over the long run, firms
that are good at generating higher profits withdtailable assets are more viable and beneficial
for financial investments.

For the purpose of this dissertation, | focused aml the following financial indicators: the value
of return on equity (ROE) and return on assets (ROFe non-financial results were not
considered.

There is a vague relationship between strategyséiradegic activities and the firm’s financial
results. Different relations, variables, and foroghkience and interrupt the strategy-to-financial
results relation. In addition to that, this relatis not a one-way, but rather a two-way relation.
Therefore, the financial results influence the tetyg and the strategy influences the financial
results.
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The empirical research studied firms with 250 erygés or more i.e. large firms, coming from
different industries with different ownership sture. As a result, and due to the sample size,
there was no possibility to form classified groupsias unable to control reliably the industry
effects and/or other competitive groupings.

One of the subjective criteria includes the resposl view of their rating if compared to other
firms active in the same industry (Pearce et &@87] Brews and Hunt, 1999 cited in Brews,
Tucci, 2004, p.428), or the respondents’ perceptiah their firm's current profitability,
growth/share, future positioning, quality, and sbdiesponsiveness (Hart, Banbury, 1994).
However, in order to have a higher respond rateag necessary to avoid any questions about the
financial results of their firms. All the financidhata was gathered from secondary resources. The
firms on the stock market have to issue reportshenfinancial results of their firms (Croatian
Agency for the Control of Financial Service, hthpww.crosec.hr/jik/default.asp). The
publications likePoslovni magazimndZavod za istrazivanja trziStstarted ranking the Top 100
or Top 500 of the most successful firms in Croa&;h using a distinctive criteria of ranking by
selecting different financial data. The first oetmentioned journals does not offer the absolute,
but rather relative figures of the financial data.

According to Hart and Banbury (Hart, Banbury, 1994, 265), the strategic process is a
significant predictor of firm performance. Moreoyédrigher levels of capability in strategy
making facilitate superior performance in a wideriety of settings and situations (Hart,
Banbury, 1994, p. 265).

3.2. Research Sample

The research unit of the analysis was the top ne&fggerception. Since it is generally assumed
that the top manager is the person responsibléhfoprocess of strategic management in the
firm, | have decided that he/she is the most appatgpperson for these questions. According to
the McKinsey Surveynder the titldmproving strategic planningVicKinsey Survey, 2006, p.3),
62% of the respondents admit that the most str@tggisions in the firm are made by a small
group of seniors, the CEO or equivalent.

This thesis uses the tertop manager, as the term representing the person or team aflge
who manage and lead at the very peak of the fitroodld be the case of a single person or a
team. The name for this function is different; ¢hegecutive officer, managing director, top
manager, general manager, senior manager and degemdthe title they have slightly different
responsibilities. In some firms, these responsiedi overlap. However, there is one thing that
they all have in common and this is that they arehiarge of carrying out the business policy and
the process of strategic management.

The perceptions of top managers about the prodesgraiegic management (particularly the
features of strategic thinking and schools of sggat management) strongly influence the way the
process of strategic management is formulated hedway it is going to be implemented,
controlled, and evaluated. Top managers influeheeerception of their direct subordinates and
other employees in the firm, thus building the imagf the firm on the market. The top
managers’ perception is a part of their paradigoecoaling to which they shape their style of
management and leadership and the way they comqmtethe environment, the firm, and the
future of their firms. The perception of the stcptemanagement process does not interfere with
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the strategy content (e.g. the specific featuresheir industry or market characteristics), but
rather the way it is approached.

The control variable for this research includedge firms in the Republic of Croatia. The
criterion for differentiating large, which | chosand medium size firms, is the number of
employees cited by Law on Accounting (Zakon auRevodstvu, NN/2005, Article 17). This
Law defines large firms as the ones that meetast isvo of the following conditions: total assets
above 108 million KN, revenue above 216 million ldNd 250 employees minimum. Since there
is no database that could rank firms accordingsset and revenues jointly, | did not strictly
follow the criteria set by article 17 of this Lawherefore, | took into consideration only the
number of employees as the criterion for selectange firms in the Republic of Croatia.
According to this Law, banks, financial institutgynnsurance and reinsurance companies should
be considered large firms. The empirical reseaodk tinto consideration only firms that are
registered and that operate on the territory oRapublic of Croatia.

The rationale for taking only large firms in thargae is that large firms have organizationally
complex structures and the top manager is spekyficasponsible for the process of strategic
management. The process of strategic managemendtamtdgic thinking are formalized or, at
least, are a conscious activity that regularly sagkace. The strategic thinking in large firms is
more elaborated. Top managers recognize the imquertaf further specializing themselves to
deal with such challenges. Furthermore, they haseurces and human capability allowing their
strategic thinking to become more competent, corm@ead effective. This should prove itself
beneficiary to the large firms thus evolving int@ir competitive advantage.

Medium and small firms have fewer resources avklalnd do not have the capacity to devote
time, energy, people, and other resources for foramalysis of strategic issues. Strategic
thinking is less formalized; it is more intuitivendh subconscious and therefore harder to
empirically test. Strategic thinking in medium asmall size firms is more dynamic; it emerges
more easily but at the same time, it is easiemftuence and redirect it away from planned
activities. It would be very wrong to assume thedtegic thinking in medium and small firms is
immature, but rather that it does not have the spassibility of combination, contradictions,
influences, variety of opinions, and ideas as ldirges.

A large firm forms a wide network together with ipasmall firms in the area, and it indirectly
sets the business rules small firms have to atustorder to stay in the game.

In conclusion, the way a top manager perceivesptbeess of strategic management strongly
influences the way he/she manages the firm anavihehe/she makes strategic decisions. This
does not influence solely the large firm they asnaging, but also a large number of small firms
with whom they do business.

3.3. Questionnaire Structure

| used a questionnaire, as the research instrurteem¢st the top managers’ perceptions of the
process of strategic management, more precisedycdhstructs of strategic thinking and schools
of strategic management. | chose this tool becausss proved itself the most suitable for field

research. With personal interviews, | would noténehve possibility to reach the whole sample of
top managers of the large firms in the RepublicCobatia. The focus groups or telephone
interviews are also inappropriate due to the typehe respondents and the research topic.
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Moreover, the sample firms operate on the entingtdey of Croatia making it very difficult to
approach them directly; therefore, the questiomnpioved itself the best instrument that could
reach them indirectly. The most appropriate forma igrinted questionnaire. | am aware that by
doing so, | lost the possibility to discuss anddfiout the opinions of top managers other than
those stated in the questionnaire.

The questionnaire is attached in the Appendix he Tquestionnaire consists of three parts.
Section | deals with questions about the charatiesi of management, strategic decision-
making, strategic planning, and strategic thinkilige questions are explained later on in the
text. Section Il consists of a list of premises wththe features of strategic thinking and a list of
premises of strategic management schools. The pesnare explained in Chapter 4.1.1 and
4.1.2. In Appendix | there is the list of premiseth the pertaining codes. Section Ill deals with
demographic questions about the top manager anfirthén general (top manager’'s age and
education). There are also general questions ahedirm and the profile of the person filling in
the questionnaire if different from top manager.

The questions are both multiple choice and operstgures. The premises are formulated with
everyday business vocabulary and form statementaitabeneral business principles and
attitudes. The top managers decide if they agredisagree with the statement and to what
extent, implying whether they use those principtegractice or not. | used the four- Likert scale,
because | tried to avoid neutral or undecided arswe

The questionnaire was based on the theoreticallyndtated sources of information from
strategic management theory. The theoretical backgl for each of the questions is as
following:

According to your opinion, who has the biggest inflence in bringing the decisions about the
strategic issues in your firm?

This question points out the person or group tlaatthe biggest influence when deciding on the
strategic issues in the firm. The answers can rdraya top manager, team of top managers,
board of directors, owner, political influence ogrgons or institutions outside the firm. The
answer to this question reflects the directiontftegic thinking.

Improving strategic planningn the McKinsey survey{{McKinsey Survey, 2006, p.3) suggests
who can be in charge of deciding upon the stratisgigces. The most frequent answer is a small
senior group, including the top manager or equivialend then as follows: the formal strategic
planning process, business unit leader, top managequivalent, sector leader and frontline
employees. The answers vary depending whetherothes fof discussion is on the person who
takes the strategic decisions or on the source itlilaiences the person taking the strategic
decision. This was deliberately shaped as an opestign in order to grasp both standing points.
The assumption was correct. The answers offeresitdedirections: different hierarchical levels
in the organization, outside and inside influenaed the influences from the owner. Sometimes
it does not matter who makes the decision, butrattho has the strongest power to influence
this strategic decision.
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According to your experience, what are the most da@sble features of a successful manager in
Croatia?

This question has the aim to grasp the charaateyisthich should not be theoretically classified
into categories like management functions, acasitipersonal character, but rather to take into
account the heuristics of the top manager when amsg the question. The first thing the top
manager writes down, after reading the questigmabably the most honest and truthful. In this
way top managers’ words reveal their own perspectixocabulary, and priorities that have
business relevance.

You are the most competent in the field of:
a) Planning b) Organizing c) Human resource d)eadership e) Control f) Other

This classical classification of management fumgi@Koontz, Weihrich, 1988) is set to measure
what, according to the top managers self-evaluato& the most developed capabilities. Since
the nature of the managerial job could not be siredlto these five strictly divided capabilities,
the respondents could circle more than one ansiiés.question offered five possible options in
order to direct their answers towards the five thgcally distinctive management functions.

What is the most determining factor in planning thefuture of the firm:
a) Business environment b) Firm capabilities c¢) Intience of the owner d) Competition e)
Other

Current conditions, people, and their points ofwietermine planning the future. The question
questions the balance between inside and outsitieréainfluencing the firm.

How much time you devote to thinking about the futwe of your firm?
a) Daily b) Few days a week c) Few hours a monthNothing listed

Top managers' primary role is to devote time, resgs) and energy towards the future and
coordination of the firm. This question has thesition of finding out the frequency of the top
manager's activities and time devoted to stratdgnking.

What has influenced your way of thinking about straegic development of your firm?

The behavior of top managers is influenced not bylgurrent business conditions and relations,
but also by the ideas, thoughts, and sequencesbfepants. The answers to this open question
give a glimpse of the factors that influence the teanager's points of view and include even
those factors that are not typical for the busimessronment.

How long have you been working on the current posiin?
a) Lessthanayear b)2to5years c)6to 18ars d) 11 years or more

The period that top managers spent operating abthenanagerial level changes the perspectives

and their level of maturity in understanding théuna of their work. In other words, the time that
top managers spent on the top position, alterreatdsnodifies their behavior.
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Where did you work prior to your current position:
a) Inside the firm b) In a similar firm c¢) In a firm from a different industry

The top manageagrowsinside the current firm, and by climbing the orgational ladder, he/she
is actually getting acquianted with both the inogpabilities and the culture of the firm.

How do you see strategic thinking?
(e.g. What does it imply? How is it manifested?)

It is an open question aimed to test the top masagaderstanding of strategic thinking.
Strategic thinking is indeed a complex and confgisiuord and therefore it is important to get a
grasp of what top managers include or exclude bedsking them about the specific segments of
strategic thinking. Top manager’'s examples of sgiat thinking are indicators of the practical
implications according to their everyday activities

3.4. Methodology

The initial stage of the empirical research inclidiming a pilot research involving three top
managers and consulting two academics. The semstrmted interview with the three top
managers offered insights about the structure yoel @f questions in Section | and Section Il of
the questionnaire. They read the statements iniddettt and suggested reformulating some
guestions, deleting and adding questions in oml@gborate on some issues making them more
understandable. Their suggestions added to thaglsfi@wardness of statements and a better
understanding of instructions. The academic souoféed suggestions for methodological
improvement in order to relate statements to tlsearch hypothesis and stressed the logical
flaws in the questionnaire. After revising the dimmaire according to the suggested
improvements, | distributed it to the whole popuaatof large Croatian firms that employing at
least 250 employees.

| used the official database of the Croatian ChandfeEconomy (www.hgk.hr) to select the
firms according to the criteria of the number ofpdmyees. On August 18, 2005, the database
listed 401 firms that had 250 and more employehs.limitation of this database is that the firm
itself, and not other statistical sources, stadtesnumber of employees. If the firm had not given
the information on the number of employees, thalukzde was unable to recognize such a firm
when filtering large firms.

The field research was conducted from October 2006 June 2007. During that period, | sent

the questionnaire by post twice and | contactedva tbp managers via telephone, fax, e-malil
and/or in person. In addition to the questionndine, respondents received a letter of support
issued by the Croatian Chamber of Commerce andpwehlg21.net

By the end of June 2007 there were 127 respondesgsgsenting a 31, 67 % response rate. In
direct contact with the firms, | realized that tWons from the database should have been taken
out of the population because these firms wereantwely operating anymore. When taking into
consideration this remark, the population of lar@eoatian firms was 399 in total.
Correspondingly, the response rate was 31. 82%.
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Hair (Hair, et.al. 1998, p. 98) suggests that, adey a study should include at least five timges a
many observations as there are variables, but tre mcceptable size would be a ten-to-one-
ratio. In my case, there are nine times more olasemns than there are variables (ten variables of
strategic thinking and four schools of strategicyagement in comparison to 127 observations).

Table 1 shows the demographic characteristicspftanagers/respondents of the questionnaire.
The analysis of demographic data disclosed a numbdata. In 56.7 % of the firms, the top
manager is between 46 and 60 years old. The sdaayekt group of 36.2% is grouped between
31 and 45 years of age and 3.9% of top managersbane 61 years of age. The least numbered
group of only 1.6 % firms has top managers less @ years of age. As far as educational
qualification is concerned 66.1% of top managetsiige Croatian firms hold a Bachelor degree,
18.1% Master or PhD degree, 7.9% associate degekd.Z% of the top managers have a high
school diploma. The top managers have been appoiatéheir current position in the firms for
less than a year in 15.7% cases, from two to fe@yin 41.7% cases, from six to ten years in
23.6% cases and for eleven or more years in 16dssc Prior to this position 53.5 % of the top
managers were employed with the same company lhadvat level, 14.2% of them used to work
in a similar firm, and 29.1% came from a differemdustry. In 60.6% of cases, the top manager
filled in the questionnaire, while in 30% of theniis it was somebody else from the top
managerial leverhe firms included in the empirical research stdifferent number of
employees. In 55.9 % of the cases, firms have lEtv250 and 500 employees, in 22.8% cases
the number of employees is between 501 and 100ie whl6.5% cases the number is between
1001 and 5000. The last category is between 506118800 and that makes up for 3.9% of the
cases. The ownership of the firm is mainly priviat&6.7% of the firms; 32.3 % of the firms are
mainly state owned and in 10.2% it is a case of ownership. There are 55.9% production
oriented firms and 41.7% of the firms operate i@ $kervice industry. According to the Croatian
National Classification of Industries most of thaenple firms (44.9%) are registered as D
industries (manufacturing industry), 15.7% G indest (wholesale and retail trade; repair of
motor vehicles, motorcycles and personal and haldelpods), 11.8% I industries (transport,
storage, and communication) while the rest of #rae firms operate in other industries. When
looking at the dominant market orientation of tiven§ 48% of them operate on the domestic
market, while 29.9% operate on mix and 21.3% orifpr markets. When looking at the history
of the firms, most (70.1%) of the large firms hdeen operating for more than 31 years, 18.9 %
of the firms between 11 and 30 years, 8.7% betwleand 10 years, and finally 0.8% for less
than 3 years.

The empirical research showed that the averageomespt and the average firm have the
following profiles:

* Top manager answered the questionnaire (60.6%),

* Top manager is between 46 and 60 years of ageXH6.7

« Top manager holds a university degree (66.1%),

* Top manager has been on the current position bativeeand five years (41.7%),

* Prior to the current position, he/she worked ingfgefirm (53.5%),

* Firm employs between 250 and 500 employees (55.9%),

e ltis a private owned firm (56.7%),

» Firm produces rather than offers service (55.9%),

» Firm operates in D Industry (44.9%),

* Firm has been operating for more than 31 yeard#)).and

* Firm works mainly on the domestic market (48%).
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Table 1: Demographic information about top managend the firms responding the questionnaire

Age

I

4 3.1

10 7.9

23 18.1

 Experience at current posiion . f |
20 15.7

30
I
4 3.1

18
IR L ——
11 8.7

39 30.7

 Number of employees | |

250-500 71 55.9

1001-5000 21 16.5

4 3.1

6

250500
10015000
I
I
o

4

Continue dime next page
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Table 1- Continue
Item Frequenc Share(%

72

13 10.2

 Firm's Orientaon . f |
71 55.9
I e ——

2 1.6

11 8.7

89 70.1

 Dominant market orientaion |
61 48

Mixed 38 29.¢

* In the thesis the terrtop managercovers a variety of meanings (confer 4.2. Resesachple). All the
respondents manage at the very peak of the orgamah structure. If they are in charge and have
responsibility of the whole firm, they belong teetfirst group of respondents. If they are a top agament
team member, the head of a department at the teguéxe level or on a similar position, they beldng

the second group of respondents.
Source: Empirical data

The questionnaire is statistically representatiseoeding to several criteria. The t-test shows no
significant difference between respondents andrespendents concerning the following several
criteria; form of ownership (t = 0.614, d.f. 39%; p.10), legal form of firm (t = 1.137, d.f. 399,
p> 0.10), origin of capital (t = 0.770, d.f. 39%; p.10), and Croatian National Classification of
Industries (t =0.483, d.f. 399, p>0.10). There wasyever, one criterion showing a statistically
significant difference between respondent and mespondents; the number of employees in the
firm (t= 0.842, d.f. 399, p<0.10). The data showhkdt the responding firms employ more
employees than non-responding ones.

The geographical distribution of respondents adogrdo county chambers in Croatia is
presented in Table 2. The percentage of populaiwh the percentage of responses of large
Croatian firms within individual county chambersgled to be more or less balanced.

The validity for both the constructs of strateghinking and the constructs of strategic
management schools is tested dpnstruct symptomaticor theoretical validity in two ways
(Psihometrija, 2001/2002, p.26). The subjective hoet of testing theoretical validity is
performed by generating sentences/premises in daleldevelop a questionnaire based on
theoretical literature. Once the questionnaire gvaated, two professors of strategic management
read the statements and suggested content improv@nteach of the premises is founded on a
specific paper and/or idea and supported by retelitenature. The objective method of testing
validity was performed through factor analysis dydgenerating the most relevant features of
strategic thinking or most relevant premises of flehools of strategic management. | also
conducted dace validitytest (http://writing.colostate.edu/guides/reseasttal/com2b2.cfm). In
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order to ensure that the questionnaire is welksuibr practitioners in terms of statement clarity
and straightforwardness of instructions, | consutteee top managers working in large Croatian
firms.

Table 2: The distribution of population and respemaccording to individual county chambers

Karlovac
Sibenik
Vukovar 9
Varazdin 19
Slavonski Brod 8

Rijeka 30
PoZega 10
Osijek 28
Koprivnica 9
Cakovec

TOTAL 401 100 % 127 100%

Source: Empirical data

3.4. Statistical Methods

The empirical data was tested by using a varietyethods. | used descriptive statistics in order
to sort and get demographic data. | conducted a@lidity and reliability tests on the constructs of
strategic thinking and the constructs of schoolsstrhtegic management according to the
theoretical assumptions. The second phase incltatdr analysis in order to establish factor
loadings for each individual construct. | choseise thebivariate regressiorto test some of my
hypothesis. The final model was created usingthectural equation modeling
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4. THE RESULTS OF THE EMPIRICAL RESEARCH

4.1. Hypothesis about Strategic Thinking
Hypothesis 1.1:Each manager employs some features of strategiokhg.

The term strategic thinking is new, and therefoseduin a confused manner in the business
world. The meaning of the wosdrategic thinkinghas different and for many managers unknown
meaning. The content of the word strategic thinkisgmanifested throughout the several
constructs that have been validated in the prewebapter. Construct is the statistical term and it
corresponds to the feature of strategic thinkingnise is a statistical term and corresponds to
the statement in the questionnaire. There are gkevenstructs-features of strategic thinking that
were empirically tested in the questionnaire; apiio offer a system view, generate hypothesis,
focus on specific issues, manage and understang, @mlevel of professional competency,
flexibility, future orientation, political sensitity, intuition drive, and ability to comprehend
paradox/equilibrium. Each of the features of sg@tehinking was empirically tested by their
own construct consisted of several premises. InTilele 3 is a short summary of strategic
thinking constructs-features tested in the quesaioe and the number or premises correspond to
each construct- feature of strategic thinking.

Table 3 Constructs- features of strategic thinkiegted in the questionnaire

1-4
9-12

17-22 Professional competency 6
29-33
38-40

* For the statistical purpose, the statements-pgemiare coded. The list of the premises and
their codes is in the Appendix I.

Source: Empirical data

Strategic thinking is a concept that is manifedigdertain opinions and attitudes. If the opinion
is lacking it is correlated to the lack of undenstiag and/or the lack of comprehending the
underpinning ability and skill represented by therpise. Strongly disagreement is a sign that the
premise is not accepted and strongly opposing, imganot utilized in strategy practicing.

When looking at the premises in table 4, it cambgced that small percentage of answers are
dedicated to strongly disagree option. Only thempse The final strategy depends on the
strength of several interest groups within the fifitpolsens35) has exceed above the level of
35,43%. Top managers have strongly disagreed highpremise not recognizing it as relevant in
their strategic perspective. Top managers do nmigmze interest groups within the firm that
could strongly influence final strategy, but ratliee groups outside the firm, like owners or
stakeholders in their environment. This premise aatuded from further analysis.
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Table 4: Selected frequencies of strategic think&agures

* For the statistical purpose, the premises aredodhe list of the premises and their codes isgmed
in the Appendix I.

Source: Empirical data
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The hypothesis 1.1 isacceptedwhile there is no premise (with one premise exoepthat was
excluded from further analysis - Hpolsend3te final strategy depends on the strength of s¢ver
interest groups within the firjithat is dominantly being denied by the top mamadeenying-

refusal, meaning strongly disagreeing, would mdzat the premise would not describe the
dominating thought about process of strategic mamagmt. The strategic thinking is
underpinning concept that is manifested in manfedkht expressions. If those expressions were
not recognized, top managers would not utilize @msome) features of strategic thinking. This
hypothesis was very general in nature aiming tterfithose premises- statements that top
managers do not use or regard as unimportant.

Hypothesis 1.2:Top managers employ certain features of stratedimking more often than
other features.

In Table 5 are descriptive statistics of stratethinking constructs. The most employed
constructs, according to the mean value, are id bhal the last column is the ranking starting
from the most utilized up to the least utilized stoact. This ranking represents the combination
of the most frequently considered features of atfyiat thinking for all managers in the

questionnaire. Due to the representativeness ofs#mple, it could be generalized as the
combination of the strategic thinking features ob&tian top managers.

Table 5: Descriptive statistics of strategic thimfsiconstructs

127 392.00  3.0866  .49036 240
127 333.25  2.6240  .46170 213

127 392.33  3.0892 51554 266
127 368.2( 2.899z 4988 24¢
127 311.33 24514  .60207 362

Valid N 127

* The codes are the following: Asystem = ability fiteo a system view, Bhypo= generate and test
hypothesis, Cfocus= focus on specific issues, Dtimanage and understand time, Eprofcom= have a
level of professional competency, Fconflex= beilexible, Gfuture= future orientation, Hpolsens= be
politically  sensitive, Intuit= intuition driving, phradox= ability to comprehend

paradox/complexity/uncertainty.
Source: Empirical data

Top managers ranked the most frequently used fesataf strategic thinking as hypothesis
generating and testing; understanding paradox, atyg and uncertainty; professional
capabilities; system view and orientation towartlfe.

The construct that top managers agree upon iratigedt extent is thability of generating and
testing hypothesis Thinking imposed by generating hypothesis is rieed recognized by the
most managers in the questionnaire. The unstableoement and unpredictable situation are
impetus that forces managers to envisage, prealct,forecast the worst and the best possible
outcome. The hypothesis is not generated in omldetelop and train thinking ability but rather
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to deal with real problems and situations that cagress top manager’s desk on a daily basis. It
is a question if managers accept this hypothesisrgéing activity as a self-oriented activity or a
more formalized and team-based assignment.

The second most utilized construct is the one t@whbines paradox, complexity, and
uncertainty. In accordance with the first ranked constructisitvery logical for managers to
select this construct as the second most utilizegtufe of strategic thinking. Unstable
environment have urged on managers to comprehemglegity in a short period. It is of an
extreme importance for top managers to point thtyabo prioritize between long and short-
term problems and recognizing that different atés bring higher quality solutions. This
construct is a kind of consequence of the firskeainconstruct.

The third is theprofessional competenciesconstruct. Only after mastering the technical
processes in the firm and being able to managérthes survival, managers are able to focus on
the higher level- professional capabilities as tpnagers. This listing of priorities is very
natural, intuitive, and evolutionary stage of depahg management.

The forth construct isystem thinking element. Managers feel the importance of realifiigg
picture of the firm, and the role of designing thim in compliance with the main processes. The
fifth element of strategic thinking is the oriembat toward future. Managers should be clear with
the vision when dealing with the future and leaditiger employees.

The top three features demonstrate the capabdityvercome the barriers and frameworks of
thinking out of the box. The good foundation foragtgic thinking is to open the horizon of

thoughts, provoking thoughts of unexpected and @oug everything possible. It is not just

expecting normal and perceiving the environmentuastable and complex. The top three
characteristics open the window of possibilitieghafught not suggesting limits or barriers. The
next three features are devoted to professionapetency, system view, and future orientation.
These are more stable nevertheless contemporarpagbes to strategic thinking. The large
firms should be managed as systems with interaxtaond interdependencies in mind. Future
vision is the guide in situations confronting besis paradoxes, complexity, and uncertainty
toward the accomplishment of long-term goals.

The less than average listings are features llkgjbility, perception of time, focus orientation,
political sensitivity and the least used is intwiti Conceptual flexibility is about tolerating
imperfections in information received, constant rdies in plans, and surprises in business.
Managers seem to work on reducing the unexpectadges that occur in business in order to
plan, prepare, and be ready for at least mosteo€tiallenges.

Perception of timeis difficult, while top managers confront thredfelient points in time at the
current moment. Top managers combine three timeembions (past, present, and future) and
should be strongly connected to the dimension ithahe least real- the future. Top managers
cannot have the luxury to devote time only to dn®, or three activities; rather they spread the
time to several different directions, prioritizibgtween the urgent and strategic issues.

Political sensitivity is something that | suspected as the most impodgkment of strategic
thinking of top managers. Contrary, it came outbto one of the least important features of
strategic thinking. Managers in Croatia are considd¢o be very much interwoven with politics,
but these results showed a contrary situation. & beuld be several different explanations. One
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of the possible explanations could be that politicsegarded as the normal element of each
business and therefore no special emphasis washart fulfilling questionnaire. Top managers
got used that politics is one of the crucial feasuand do not regard it as unnatural part of the

business. The other explanation is that top masageuld like to make the pressure from
politics smaller and did not want to admit its reength.

The more perplexing element is the perceptiorintdition as the least frequent element of
strategic thinking. It is strange that managerrtht put intuition higher in the top list, but rathe
imposed more stress on the professional capabilitiargue with two distinctive reasons for this
fact. The first reason is that manager thinks alstrattegic thinking as an opposing concept of
intuition. Maybe they regard intuition as a mordunal ability contrast to the strategic thinking
that might be formal way of dealing with problenie fact that they put professional capability
rather high in ranking could mean that they apjtecmore scientific, practitioner and formal
way of educating of strategic management rathan tieerishing intuition. At the end, it is not
very positive to regard intuition as the negatiapext of business. The intuition is logical,
subconscious, and inner voice of manager’'s ratigndk could help managers in the most
delicate and sophisticated decisive moments.

Table 6 represents the ranking of all individuaémises of different constructs of strategic
thinking. From this ranking, there could be depit¢ importance and general overview of
average top managers when selecting the combinatistrategic thinking features. The highest
ranked premisés Different attitudes and opinions bring higher qunalsolutions.The fact that
this premise has the highest rank means that to@mgeas really believe in this premise. In case
some small percent of manager have ranked thisipegimcould be regarded as coincidence, but
in this case, it should be regarded as generai@pihis premise implies that top manager do
not decide on their own, but consult their teampleyees, and stakeholders. The strategic
decision is not the decision of an individual, eathhe thinking of a group of people. The
differences bring a new dimension- many versionsrath and variety of opinions that might
hold in business. There is no single best opticah the perfect solution. Top managers need to
listen, provoke other opinions, and discuss therhe@ bring new sources of ideas, plans,
innovations, and solutions. This premise would ¥rtpht strategic thinking could not exist if not
reaching the mezzo and macro level of evolution.

The second most utilized premise is tham well informed and comprehend technical proesss
in the firm.It is the bottom line of leading and managing fin@. Knowing technical processes
in the firm help top manager to separate value @ddmecess from the trivial ones. Manager
without the knowledge of technical processes infitime could jeopardize the success of the firm
and its future existence. The industry knowledge lamowing the rules of the game within the
industry is crucial for leading the firm. Withoutat, knowledge manager will have poor results.
When analyzing business sector there are many raenagth technical background that never
thought of becoming managers, but their technigpedise brought them to managerial level in
the firm. They learned management principles bykwmgy, looking, training and additional
formal education or just they followed their intait and learned from mistakes. Strategic
thinking in some areas is industry specific, andré¢fore hard to reach by book or general
strategic management class/education.
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Table 6: General demographics of strategic thinkimgmises

Jparadox44 3,5276 0,65255
Jparadox41 3.4173 0.72857

33543 079210
3.3228  0.88982
Eprofcom21 3.2598 0.68095

3.2283 0.69224
3.1654  0.63949
3.1260  0.82608
3.0315 0.83511
3,0079 0,84980
2,9213  0,71942
2,9055 0,80112
2.8740 0.80664
2.8425 0.78098
2.8189 0.80096
2.7480 0.78648
2.6772  0.92481
2.6535  0.83929
2.5118 0.88071
2.3780 0.91659
2.3071  0.78186
2.2520  0.86344
2.1654 0.94082

* For the statistical purpose, the premises areedodhe list of the
premises and their codes is presented in the Appénd

Source: Empirical data
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The third premise igop management uses very often experience whengtadecisions
Managers accumulate both positive and negativerexme and use it as the reliable source
when taking decisions. Mistakes done in the pagtsarccess stories contribute in the process of
formulating the pattern of behavior, standard ofnmality and suggested way to resolve
problems. Experience is a rich box of traces awdrds of past events, situations and relations
and therefore the possibility to accumulate thevkdadge gained throughout the years. The
experience is positive in cases when it promotesgé and question the logic of commonly
agreed facts, rules, and framework of normality.

The listing of other features is realistic. Whikettheory would classify the factors into several
logical categories, the list supported by top manaxjfer a variety of features that are mixed in
the priorities and directions. Concluding, top ngara believe strategic thinking capability is
realized only on the level of firms. If they aretmsupported by technical background and
experiences, it is highly impossible to be suceds3the bottom-line is the capability of the
technical processes in the firm. Without them stgat management does not have much success
in the firm. The abilities that top managers uéiizmost frequently are; hypothesis generating
about the options and possible solutions and gugsfiie complexity out of the situation and
problem in a short period of time. Top manager meégmioritizing between short and long-term
goals as one of the important goals. They try wdiehanges as much as possible and follow the
advices in strategic management literature. Topagers recognizably neglect intuition as the
least appreciated feature of strategic thinkingc€again, as previously mentioned, they do not
decide upon their sixth sense or intuition, rathermore formal and analytical mode.

Each individual has its own model of behavior, mofi¢hinking, and way of leading. Each top
manager has its own combination of strategic timgKeatures that make his way of leading and
strategic thinking uniqueThe hypothesis 1.2 isaccepted while there could be depicted a
specific way of strategic thinking of Croatian tofanagers. It is impossible to assume that one
feature is the only substance of strategic thinldagability and therefore the task should be to
search for a combination of features that is mokzed.

Hypothesis 1.3:The employment of specific strategic thinking feats can be brought into
relation with contingency factors.

There are a number of significant relations betwspacific strategic thinking features and
contingency factors. All the relations have beesteig with Levene’s test of homogeneity of
variances and proved not to be significant, meanivg the assumption is proved and the
variances could be assumed as equal (Leech 208b, p.139).

The Table 7 presents the relations between theipesrand contingency factors. All the relations
are significant at the level p<0.05, and the marneddtions are significant at the level p<0.01.
Each of the construct had premises that relatedotoe contingency factors. The numerous
significant results are like small pieces of pugzle the big picture of strategic thinking
capabilities. The comment on separate significatdtions and strategic thinking constructs is
considered of a less value than grouping the safhences according to common factor in order
to reach more elaborated and bigger piece of tlezlepuThere are contingency factors that
concern firm and top manager.
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Table 7: Relations between the premises and coeticigfactors

- Fm  Topmanager |

* For the statistical purpose, the premises aredodhe list of the premises and their codes isguied in the Appendix I.
** Significant relation at the level p<0.01

Ownership= private, state, combination; Traditiofirm is in business: less than three years, 4«#&rs, 11-30 years, more than 31 years; Orientatipnoducing or
service delivering firms, Influence= who influenttee most when deciding on the strategic issueskehaknowledge, past, crisis, tradition, top mamagéhemselves),
owners, politics, middle managers; Years as topagerr how long has top manager been working oruh®nt position: less than a year, between 2-Bsyéetween 6-
10, more than 11 years; Exercise strategic thirkimgw much time top manager devote to thinking altteel future of the firm; daily, few days a weesdwfhours a month;
Education= educational background can be: highddhegree, college degree, faculty degree, mastehb degree.

GOT

Source: Empirical data



The contingency factors that concern firms are aslmp, tradition, and orientation. Strategic
thinking of top managers in thstate ownedfirms is based on several characteristics. In those
firms, top managers sometimes allow compromisesagnto the set goals.

Time of top managers is devoted to correcting rkesadone in the past. They personally follow
the politically sensitive situations in the firm.h&h faced contradictory results their strategic
decisions are blocked for a while. They have a t@mressure from owners and the board. Top
managers in the state owned firms feel that theturé does not depend on them rather on others
and do not regard their office atmosphere as optimbne. In theprivate owned firms top
manager feel the optimistic atmosphere in the effithey do not do compromises contrary to
their goals, do not devote time correcting the akiss from the past, and believe that their future
depend on them. They do not allow contradictoryltesof the analysis to block the strategic
decisions.

The firm’s tradition is important to recognize. The top managers’ siatehinking in the firm
operation shorter than three years on the markehasacterized as optimistic atmosphere. Top
managers, that work more than ten years on the ehadonfess to be more reactive that
proactive.

Orientation means weather the firm has been producing prastudelivering services. The top
managers in the firms that deliveervicespromote differences in opinion between employees.
Top managers learn from the strategic managemtanatiire and are confidently capable of
making the distinction between the tactical andtstyic activities. Top managers are interested in
the wider socio-political arena that strongly imfliced their business. In some cases, they are
willing to follow the political advices instead tfie economical logic within the firm. On the
other hand top managers in tducing firm do not promote differences in opinions, trdzy
not seems to regards strategic management as snpadurce of information for their business
and have lower capability to separate tactical amdtegic activities. Top managers are not
interested in wider socio-political arena but tleg not willing to follow the political advices
that would be contrary to the economical logichdit firm.

The contingency factors that concern top manageréluence, years as top manager, exercise
strategic thinking, and education. Depending tba influences on strategic decisionstop
manager behaves differently. niiarket, knowledge, or ownersinfluence top managers they
consider themselves responsible for the mistakeg thd, try to correct them and learn from
them. Top managers put a large emphasis on thegses as the main underlying way to manage
and control the firm. Scenario method is one ofrttethods they use while working on strategy.
Top manager are willing to test commonly agreedsfand not accept them as the axiom in
running the business. The atmosphere in such fisneptimistic and top managers show
capability in distinguishing between tactical artdategic activities. On the other hand, top
managers working in the firms influenced pglitics and middle managersdo not recognize
their own mistakes. While the strategic directicasne from outside they are not motivated to
formulate strategy according to the given directi@md do not feel guilty if something goes
wrong in the implementation process. While the diom given to the top managers are not
stable, they cannot focus on the processes or sgaenathod. There is no point in testing the
commonly agreed facts and therefore the atmospherentrary to optimistic. Rather they are
concentrating on correcting the mistakes from tast.pThe result is that top managers do not
believe in their own capabilities as top manager as the firm on the market. Their future is in
the hand of others, and they concentrate on thetinsand powerful position.
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Top managers with more than fiyears of experienceas top manager have the ability to realize
the connections between the illogical features. Mamager needs five years in order to introduce
the mission, vision, and strategy to the employees.

The following differences are based on thequency of the exercises of strategic thinking
capability. If top manager exercise strategic thinking calfigbevery day they are using
scenarios, have time to test commonly agreed fasts,experience in taking strategic decisions
and need short period of time to realize the coril®f problem. When exercised every day top
managers can really develop strategic thinking lodipa When utilize occasionally it brings to
the surface more problems, it is harder to perfarrd does not directly correlate to the better
performance. Top managers, which experience stcatleigking on a monthly rhythm, face the
problem with departments concentrated only on theiformance.

Top managers that havegh school diplomado not seem to appreciate different point of views
from other people and devote more time accomplgshime goals of the department. Top
managers withfaculty degree or higher, concentrate more on the systemic gatier than
departmental.

The hypothesis 1.3 is acceptewvhile there are a number of premises that haveifgignt
relation with a number of contingency factors.

Hypothesis 1.4:t is possible to prove the relation between theptoyment of specific strategic
thinking features and some of the strategic managarhschools.

This hypothesis generated relation analysis betwmemises of specific strategic thinking

features and three constructs of strategic managiesehools that was loaded as distinctive
schools of strategic management. It was not takém analysis the theoretical and assumed
schools of strategic management but rather therfgemnerated ones.

The schools of strategic management are an attéongescribe the possibility of gathering
groups of top managers that have similar thoughts atitude, values and approaches toward
process of strategic management. Underlying thaught attitudes, values and approaches is
strategic thinking, actually features of stratepimking. The relation between strategic thinking
features and strategic management schools woully itingt way of thinking is actually the base
of some attitudes. If we train the way we think, @@ alternate the attitudes and opinion of top
managers and therefore the way process of strateginagement would be formulated,
implemented, and controlled. Consequently, thectioe of firm is changed and the future of the
large Croatian companies might be redirected towaedchew direction. The following are found
to be significant relations between features ofteggic thinking and schools of strategic
management. All the stated relations are statitisignificant and their variances proved to
have homogeneity of variances. Table 8 presentssthgstically significant relations at the
p<0.05, and if the relation is marked, the sigaifice is at the p<0.01.
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Table 8: Relations between the strategic thinkirgnpses and schools of strategic management

Classical Environmental Competitive-Contempora
Fu109 = 8.647 Fu 103 = 13.462*
Dtimel4 Fq 104= 11.298

* For the statistical purpose, the premises aredodihe list of the premises and their codes is
presented in the Appendix I.

** Significant at the level p< 0.01
Source: Empirical data

When looking the relations between premises ofstingtegic thinking and schools of strategic
management there are some connections that copldiexhe roots of establishment of schools
of strategic management. Top manager that agreb thi¢ classical school of strategic
managementhave a certain relations with the strategic tmgktapabilities. Those top managers
emphasis processes and use scenario methods. Trggens find time, which they devote to
thinking about the future of their firm. They unsind the technical processes in their firms
follow the literature of strategic management andto implement some advices from the
literature.

Premises of supporting processes and scenario neseommon for the both classical and
competitive-contemporary schoolof strategic management. Addition to that, contpeti
contemporary school of strategic management hasetagon to the optimistic atmosphere in the
firm.

Top manager that choosavironmental school of strategic managemerttave a different point

of view. He/she believes that the future dependthers and not on them, likes to change the
plan often under the pressure of the owner anddb&ometimes they follow the political advices
although they seem to be contrary to the econonlamt of the business. They think that
strategy depends on the strength of the partiggswthe firm and when taking strategic decision
they follow their intuition or sixth sense.

Hypothesis 1.4 is acceptedvhile it is possible to prove the numerous relaidetween the
employment of specific strategic thinking featuaesl some of the strategic management schools.

Hypothesis 1.5:Firms that are more successful employ certain spiecfeatures of strategic
thinking more often than the less successful firms.

The analysis of one-way ANOVA proved significanlatens between the more successful and
less successful firms and some of the strategikiting premises. More or less successful firms,
that have positive or negative values in ROE andAR&pree or disagree in the significantly
larger scale with the premise from the followingnstucts: time, professional capabilities,
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conceptual flexibility, future, and paradox. TaBlg@resents the statistically significant relations
at the p<0.05.

Table 9: Relations between the strategic thinkirgnhpses and financial results

Dtimel3 F1 104= 7.989

Fconflex25 Fr 104 =9.073

Jparadox45 | Fu10 = 2.964

* For the statistical purpose, the

premises are coded. The list of the
premises and their codes is presented in
the Appendix I.

Source: Empirical data

Looking at the relations one might conclude thah$ that are more successful are the ones that
do not have the burden of correcting mistakes fitoenpast. They are focused on present moment
and future, not the past. Top managers in the sstdefirms treat subordinates as partners and
let them develop conversations, discussions, anidas based on different viewpoints. He/she
is very confident about the correctness of thermatgion upon which he/she is basing strategic
decisions. While the large firms are complex, oig@tional system top managers try to avoid
surprises in planning and business in general.dBeésions do not change, while top manager in
the more successful firm has the stamina not toghéais/her mind and decision upon the
colleagues’ request.

Hypothesis 1.5 is acceptednhile that firms that are successful are more ptonsome specific
features of strategic thinking than the firms thia less successful.

Hypothesis 1.6:Combination of strategic thinking features, if empjed simultaneously, result
in the way the top managers compose their own gat thinking.

This hypothesis is going to be tested with intere@iibility of the construct of strategic thinking
and all the constructs of features of strategiokimg. According to the empirical data there is
going to be shown the factor loading in the analy§his would be a suggestion how to form the
empirical strategic thinking construct.

Table 10 is presenting values of Cronbach alfafiopremises and each of the constructs, and the
construct of strategic thinking as a whole. Theddtown ag€ronbach’s Alpha if Item Deleted
shown with the premises of the construct, while toastruct is represented with value of
Cronbach alfa only. Premises; Gfuture30, Hpolsens8te taken out of the analysis while they
did not contribute to the reliability of their cdnscts. They were eliminated from the further
analysis. Some of the construct would improve theliability in case of omitting some of the
premises from the construct. | analyzed each staeparately and concluded that the construct
might get better value of Cronbach’s alfa. In tbhase, the construct as such would suffer on
content or number of premises in the constructss Was the reason why while some of the
Cronbach’s alfa of the construct is lower thanases of omitting some premises in the construct.
Values of the Cronbach alfa for the separate presmase low, but as the whole, the reliability of
construct is holding very well with the Cronbaclpka value of 0,884. The high value of
reliability shows that strategic thinking is testeih the reliable scale. The separate constructs
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should not be detailed but rather representing g$eseral features of strategic thinking. This
conclusion would be valuable input for the furthesearch.

Table 10: Reliability test for strategic thinkingrestruct

Asystem+Bhypo . Fconflex
668 Fconflex24  .500

Dtme Hpolsens3s

R Jparadoxas
] Jparadox48  .599
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The strategic | Cronbach's Cronbach's
thinking Alpha if tem Alpha
construct Deleted

* For the statistical purpose, the premises areedod
The list of the premises and their codes is present
in the Appendix I.

Source: Empirical data
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Out of the original ten constructs of strategickimg features, the factor analysis generated six
constructs with the significant Bartlett’s testsphericity. The measure of the internal reliabjlity
Cronbach alfa, seems to be on the lower level oéptance. Reliability is a necessary, but not
sufficient condition for a measure to have valid{Beter 1979). The dominant estimator of
reliability despite calls for its replacement (Firtkayande, 1997) continues to be coefficient
alpha.

Cronbach alfa measures consistency among the dudivitems in a scale. It is not a statistical
test; rather a coefficient or reliability and thiere the level of acceptance could be interpreted i
a variety of ways (Cortina, 1993, Cronbach, 195anmally, 1967, Peterson, 1994, Voss et al.,
2000). Cronbach alfa is recommended to be abovyebQt/mot much higher than 0.9 (Nunnally,
1994) as the classical criteria for internal raligbacceptance requirement (for different levél o
recommended reliability levels see at Peterson4199 382). The level of acceptance in the
cognitive and psychometric testing is 0.75 or 0B@en between fields of psychology, the level
of Cronbach alfa depends on the type of study.example, cognitive tests (tests of intelligence
or achievement) tend to be more reliable (abovg thah tests of attitude or personality (in cut-
off point of 0.7 is more suitable). Other socialesces level is usually set at 0.7. The logic
behind the level of 0.7 is the thinking that atttleael the standard error of measurement will be
over half (0.55) a standard deviation (Nunnally62.9pp. 201-203, Thorndike, Hagen, 1977,p.
87). Some put the limit as low as 0.60 in casdefaxplanatory study (Kline, 1999). The general
attitude about strategic thinking was a challemgméeasure and harder to create a construct. The
acceptance level depends on the purpose of the(érptanatory or applied) or measure in
question (Swailes, Mcintyre- Bhatty, 2002, p. 530).

As reported in Peterson (Peterson, 1994, p.381)nnBlly changed his reliability
recommendations from his 1967 edition of Psychoimdtneory in his 1978 edition. In 1967, he
recommended that a minimally acceptable reliabfidy preliminary research should be in the
range of 0.5 to 0.6, whereas in 1978 he increakedrécommended level to 0.7 (without
explanation).

Values higher than 0.9 could suggest a high leféleon redundancy, meaning that there are a
number of items asking the same question in atdlighifferent ways (Streiner, Norman, 2003,
pp. 64-65). The values beneath the level of 0.Tilshoot be disregarded automatically due to the
several reasons.

One reason for Cronbach alfa to be deflated isfélog that the construct measures several
different ideas or different attributes/dimensiaiasher than one (Swailes, Mcintyre- Bhatty,
2002, p. 531), and the correlations among itemswaak or not present at all. Cronbach alfa
measures how well their items measure a singledonensional latent construct. Therefore it is
suggested to run a factor analysis and group émesitwithin the same dimension and run the test
of reliability ones again (http://www.ats.ucla.estat/spss/fag/alpha.html).

The second reason could be small number of itenthanscale (Cortina, 1993, Field, 2005),
especially below seven (McKennell, 1978, p.242ccite Swailes, Mcintyre-Bhatty, 2002, p.
530). Research performed by several researcherg¢kith, Peter, 1984; Bruner, Hensel, 1993;
Peterson, 1994) proved the positive relationshipvéen scale length (the number of items
included in a scale) and the reliability of thelecdhis was based on the idea that the wider are
the scales, the greater are the variances, anefdheithe alpha is increased. One interesting point
is that scales with a central point (five or sepemts) tend to generate higher alphas than those
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with four, like in this case) or six points (Vossaé 2000). It is not certain whether odd-width
scales atrtificially inflate coefficient alpha or ather even-width scales artificially depress
coefficient alpha (Voss, Stem, Fotopoulos, 2000,99).

In judging reliability with coefficient alpha, resechers and reviewers should consider the degree
of response centrality, the scale’s length, thereke@f construct validity, and the normality of
response distribution (Voss, Stem, Fotopoulos, 2p0089).

In addition to the reliability instruments like Grioach alfa discussion there is a need to point a
few words about the validity of the empirical resta The validity testing of both construct
validity and face validity was performed. The mdraditional validity tests like content,
convergent and disciminant validity were not perfed deliberately. The underlying idea is to
critically overview the value that validity testingas on the empirical research. The social
sciences extended from prediction of facts to therpretation of meaning and thus the criteria
and forms of validation changed (Kvale, 1995, p.B)ere is a need to find a balance between
the level and scope of validity measurement anéaref question itself. There is always the idea
that validation is based on a logic of uncertaiabd of qualitative probability, it is always
possible to argue for or against an interpretationconfront interpretations and to arbitrate
between them (Ricoeur, 1971 cited in Kvale, 1999).pThe more researchers validates, the
greater is the need for further validation. Thus important to find appropriate balance between
the methodologically needed measures of scientfomtributions by objectively testing
assumptions and the measurement that become tiie dbthe research instead of the hypothesis
being researched. The pattern matrix in the tablshbws the loadings of the separate premises
with the comment of the methods and results.

Table 11: Pattern matrix of strategic thinking

] 1 2 3 4 5 6

719
535

Continue on the next page
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Continue

1 2 3 4 5 6
(Epofoom2| 604
308

504

[ D]

Jparadox4€
N= 127. Extraction Method: Principal Component Asséd. Rotation Method: Oblimin with
Kaiser Normalization. Rotation converged in 51 dtems. Suppressed values les than 0.30.
Bartlett’s test of sphericity satisfied criteriar fstatistical significance (approx. chi-square of
2228,908; df=1035, sig. 0.000). Kaiser-Meyer-Olkireasure of sampling adequacy is 0.726.
Variance explained: 43.482%.

* For the statistical purpose, the premises areedod@he list of the premises and their codes is
presented in the Appendix I.

Source: Empirical data

When grouped in the separate constructs the teblprdsents the premises from each of the
constructs and their factor loadings.
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1% Construct

Factor
loading
0.30
0.65

0.46
0.66
0,43

0.515

0.371
0,583

0.657
0.604

2" Construct

Nr.

11.
13.
14.

15.
16.
24.

28.
34.

Factor
loading
0.52

0.47
0.61

0.63
0.46
0.30

0.5
0.47

Table 12: List of factor loadings and premisesdach construct

Construct*

Asystem
Bhypo

Bhypo
Bhypo
Bhypo
Eprofcom

Eprofcom
Eprofcom

Eprofcom
Eprofcom

Construct

Cfocus
Dtime
Dtime

Dtime
Dtime
Fconflex

Fconflex

Hpolsens

Premise

Top management is responsible for 85% mistakes ié firm.

| put the question «if problem occurs, what are wegoing to do?»
and try to work on the solution.

When planning, we work on several possible scenasi

| often question the logic of commonly agreed fact:

When taking decision, | try to think about the worg and the
best possible option.

| reserve time for making the plans about the futue orientation
of the firm.

| consciously separate operative and strategic awtties.

| follow/keep up with the literature about the management and
leadership.

| try to implement some of the advices from the ligrature.

| enhance my knowledge about firm’s strategic managment.

Premise

Sometimes the compromise we are forced to do contligts our
goal.

In the past, there have been many mistakes, whichewtry to
correct now.

| devote more of my time to current problems than trategic
decisions and plans.

Our future depends on others, not on us.

| react more than | do proactive activities.

| boost, develop, and support differences in viewsof
subordinates in the firm.

The owners and board of directors create a pressurdor
achieving results.

Sometimes it is wiser to comply with theadvicesof political
power outside the firm than logics of business wiih the firm.
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3" Construct

Nr.

10.

o

12.
19.

27.
42.

43.

Factor
loading
0.719
0.59
0.53
0.38

0.50
0.49

0.48

4™ Construct

Nr.

3.

23.
25.

31.
32.
48.

Factor
loading
0.56

0.44
0.46

0.526
0.571
0.393

5" Construct

Nr.

45.

44,
47.

Factor
loading
0.65

0.461
0.566

6" Construct

Nr.

26.

29.
33.

37.

Factor
loading
-0.395

-0.655
-0.569

-0.435

Construct

Cfocus
Cfocus
Cfocus
Eprofcom

Fconflex
Jparadox

Jparadox

Construct

Asystem

Fconflex
Fconflex

Gfuture
Gfuture

Jparadox

Construct

Jparadox

Jparadox
Jparadox

Construct

Fconflex

Gfuture
Gfuture

Hpolsens

Premise

Our strategy is similar to the strategy of our cometitors.

There is an optimistic atmosphere within the firm.

Missions and visions are alike, so does ours.

| am well informed and comprehend technical process in the
firm.

Facing obstacle, | switch to alternative plan.

| need a short time to comprehend complexity of prolem we
face.

If there are two opposing opinions, | decide which one the
most realistic option.

Premise

There are disputes and misunderstandings between il
departments in the firm.

A change in the companies’ plans occurs very often.

| am aware that | decide upon just few pieces of formation
that might be imperfect.

Contradictory results of analysis do not block the strategic
decisions.

Departments in the firm concentrate their efforts o themselves
and not on overall firm.

Disequilibrium and instability is not pleasant andl try to either
avoid or ignore it.

Premise

Due to the colleagues’ influence, | sometimes chamgthe
decision.
Different attitudes and opinions bring higher quality solutions.
| am able to prioritize resolving between long andshort-term
problems.

Premise

| do everything in my power in order to avoid surplises in
planning and business in general.

| have a clear vision of this firm.

Employees are familiar with the firm’'s mission, vison, and
strategy.

| personally involve in politically sensitive situdions in the firm.

* For the statistical purpose, the premises areedodhe list of the premises and their codes isemed in the
Appendix I.

Source: Empirical data
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Table 13: Reliability of constructs after factoradysis

* For the statistical purpose, the premises aredodihe list of the premises

and their codes is presented in the Appendix I.
Source: Empirical data
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There was dirtiness in the factors Asysteml, AsyteHpolsens36, Intuit38, Intuit39, Intuit40,
Jparadox41, Jparadox46. They are excluded fronysiealThe reliability test after performing
factor analysis is given in the Table 13. The cacss 1, 2 and 3 are taken further down to
analysis. The reliability of constructs 4, 5 andiére too low to consider them for further tests.
The research in the future should take into comatt the explanation and further analysis of
these construct.

Strategic constructs 1, 2, and 3 form a typologysiategic thinking features that could be
depicted from Croatian top managers. When takent &wen the rest of other statements there
should be a further factor analysis in order to entldle pattern matrix more clean and direct. The
Table 14 forms the pattern matrix of the three toss. In the further analysis, | used only
factor score of three of the constructs for furthealysis. The final test of reliability of the fac
analysis of three factors is provided in the table The last row presents the descriptive of the

constructs.
Table 14: Pattern matrix of three constructs

I

668

638

Bhypor [ s
497

374

739

555
Hpolsens3a | 4% |
0.792 0.715 0.697
Mean | 3.1189 25253  2.8220

Variance 0.229 0.300 0.339
N=127. Extraction Method: Principal Component Amsady Rotation Method: Oblimin with Kaiser
Normalization. Rotation converged in 8 iteratioBsipressed values les than 0.B@utlett's Test of Sphericity;
approx. chi-square of 755.723; df= 231, sig. 0.00&@iser-Meyer-Olkin Measure of Sampling Adequacy46.
Variance explained: 40.17%. * For the statisticatpmse, the premises are coded. The list of theipes and
their codes is presented in the Appendix I. Source: Empirical data
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The first construct consists of the premises offggsional competency, hypothesis generating
and system view premise. This construct could bledc&#EAR. It is the acronym of the four
distinctive characteristic of strategic thinker. |8tter A stands foragnosticism while top
manager does not accept anything as presentedy givdirected. He/she has doubts; test the
commonly agreed facts setting the new borders &edefore new rules. He/she does not
recognize the limits of the environment, industrynormality- he/she wants to have a window
open. A letter R stands faresponsibility while top manager regards himself or herself
responsible for 85 % of the mistake sin the firaking the responsibility for both mistakes and
success. A letter H stands for the abilities of atgm to develop and test thgpothesesby
askingwhat if ... thenguestions and thinking about the best and womskshthat might happen.

A letter E stands for thexpertise while this top manager applies the knowledge citsgic
management follows the literature not only fromatggic management but also from leadership
and management. He/she uses scenario method, zmgaand finds time to devote to strategic
thinking and strategic planning.

The second construct consists of premises of wmeceptual flexibility, political sensitivity, and
focus. The name of the second construct couldFIlBM . A letter F would stand for a top
manager that ifixing problems from the past and correcting them, while devotinge for the
current problems and not strategic issues. A létstand for thentrospective top manager that
does not like to be exposed or lead, rather resdive directions and instruction from owners,
politics or middle manager. A letter R stands foe teaction of the top manager as his main
characteristic. A letter M stands forelancholy, while this word best describe type of character
of top manager.

The third construct consist of the premises of $pcparadox, conceptual flexibility and
professional capability. The acronym of the thimhstruct isPORT. A letter P stands for the
perception while top manager perceives the complexity ofaitin in a short period. A letter O
stands foroptimistic atmosphere in the firm. A letter R stands for tegemblanceamong the
missions and strategies of different firms. A leffestands for theechnical ability that top
manager needs to have.

The following three constructs (constructs 4,5, @hdrom Table 12 and Table 13) are
contributing the factor loading with considerabigadler amount of variances explained and have
a small number of premises creating that constricerefore, they have been excluded from
further analysis. They offer just a glance of thrategic thinking capability that cannot presented
as the constructs. The final factor analysis hisaded the factor scores that will be used in the
further analysis (Table 14). These three constiuat® been taken for the further testing.

The hypothesis 1.6 is acceptedhile there is possible to depict three modedrategic thinking
of Croatian top managers.
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4.2. Hypothesis about Strategic Management Schools
There are six hypotheses about strategic managestlenol, listed in a following order.

Hypothesis 2.1:The way of perceiving the process of strategic mgeaent can be presented
by four schools of strategic management.

The reliability was tested by internal reliabilitgst. The test of reliability is presented in the
Table 15. The Cronbach alpha for the constructiagsical school of strategic management was
0.776, which is considered on the level of acceafhe environmental school of strategic
management has the value of Cronbach alfa of 0.68&h is considered to be beneath the
acceptance level. The both competitive and conteanposchool of strategic management is
0.840 and 0.841 which a satisfactory level of in&reliability. In the construct of contemporary

school of strategic management, the premise corae38phas been excluded from the further
analysis. The overall Cronbach alfa of all congsus 0.882. The Cronbach alfa is applied to the
whole construct, not on separate premises.

Table 15: Internal reliability measured by Cronbaalfa before the factor analysis

Cronbach alfa 0.882 0.776 0.622 0.840 0.841

Source: Empirical data

The factor analysis performed on the premises bbas of strategic management excluding
premises class 58, environ61, comp74, comp79, cOngahtem88 from further analysis. Pattern
matrix in the table 16 demonstrates the loadintheffactors.

Table 16: Pattern matrix of the schools of strategianagement

| ComCont Enviro Class
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Premise* Component
ComCont Enviro Class

Envir64 .703

Envir68 .652

Envies | 404 |
436

408

623

570
539
497
433
344

Sum 381.83  356.38 403.31
44613 42161 .46423

N=127. Extraction Method: Principal Component
Analysis. Rotation Method: Oblimin with Kaiser
Normalization. Rotation converged in 7 iterations.
Supressed values les than 0.30. Bartlett's Test of
Sphericity sig. 0.000. Kaiser-Meyer-Olkin Measuré o
sampling adequacy: 0.788. Variance explained 38444

* For the statistical purpose, the premises areedodhe

list of the premises and their codes is presentethé
Appendix I.

Source: Empirical data

The literature review mentions several differentssifications of school of strategic
management. Each of them offers one of the viewb®frocess of strategic management and
they do not exclude each other. Depending on titerier, they offer slightly different approaches
to the classifications. During the years, the redeas’ classifications have been developing in
their understanding adjusting the need for the tmacapplication of the classifications. The
classification of four schools of strategic managetris based on the two criteria- time horizon
and the role of the top manager (Jelenc, 2004).oilicg to time horizon, there are two
distinctive schools of strategic management — mabkschool and contemporary school of
strategic management. The classical school is dnedation of the strategic management as
discipline, while contemporary school gathers ftiheas that emerged from the classical school
and represent the modern ideas about the procestsatégic management. The second criteria
are the active or passive role of the top manafehe top manager is passive, then we are
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talking about the environmental school of strateganmagement, while if the top manager has the
active role, it is the competitive school of sttgagtemanagement.

The factor analysis and factor loading generatedetischools of strategic management. The
results show to have some similarities with thelymig performed in 2004 in Primorsko-
goranska County (Jelenc, 2004). Thus, the resudtglated the research done in 2004 and
generalized on the large firms doing business dvemaitory of the Republic of Croatia. There
are several reasons why this theoretical classificeof four schools empirically proved to be
three schools of strategic management. The constofic classical, environmental and
competitive-contemporary have been recognized a&s distinctive schools of strategic
management. The combination of the competitive @memporary school prove to have strong
interaction while top managers in the large Croafiems perceive this two schools as genuine
one school of strategic management. The ideas tfeatop manager and modern ideas of
strategic management did not seem to have mucéreliff point of views. The theoretically set
difference was the competition, which are the ulyttey idea of the competitive school and an
unnecessary element of distraction in the conteargoschool of strategic management. Top
manager in Croatian large firms think of the contjmet as the strongest, the most effective and
the most modern way of performing businesses.

The most frequently used school of strategic mamage is the competitive-contemporary
school of strategic management, followed by clagsschool and the least employed school is
environmental school of strategic management. Rtuminformation, we might conclude that
the top managers in the Croatian large firms tlsio&ording to the premises of the competitive-
contemporary school of strategic management. Emg s based on the data that was calculated
by plain sum and the mean of the each of the aactstrThe question is whether this is the most
suitable way of approaching to the process of ejfiatmanagement in the Croatian economy.
The construct have been put in relation to contisgefactors and financial results in order to
have a more insight data about the most suitalbled©f strategic management in Croatia.

Hypothesis 2.1 is accepted only partiallyThe loadings in factor analysis suggested the
existence of three instead of the four schoolstr@tegic management. The schools of strategic
management could be presented by several distngioups of premises forming three
constructs of schools of strategic management.

Hypothesis 2.2: Firms in which the top manager perceives the progesf strategic
management according to the Classical school ofagtgic management achieve better
financial results.

Hypothesis 2.3: Firms in which the top manager perceives the progesf strategic
management according to the Environmental school sifategic management achieve better
financial results.

Hypothesis 2.4: Firms in which the top manager perceives the progesf strategic
management according to the Competitive school thtegic management achieve better
financial results.

Hypothesis 2.5: Firms in which the top manager perceives the progesf strategic
management according to the Contemporary schoolstfategic management achieve better
financial results.
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When performing one-way ANOVA between three cordfrof strategic management schools
and the variable (VARO1) there is an interestingatasion. Variable (VARO1) denotes the
positive value or negative value of the selectetricial results (ROE, ROA) for firms that
prioritized selected schools of strategic managém@tassical and environmental school of
strategic management is not related to either ipesiiegative value of the profit in the firm.
Neither of these two schools have significant refgtbut the general trend is that firms which
are more successful chose classical school and amironmental school. The top manager that
picked the environmental school of strategic mameege working in the firms that did not show
any significant relation to financial results, the trend is negative. The ones choosing the
environmental school have lower level of financedults. Competitive-contemporary school has
the significant relation (f125= 4.509, p<0.05). This means that top managers, priuitized
this school from other schools, work in the firrhattare more successful than other firms. Only
the top mangers leading and managing according hto gremises of the competitive-
contemporary school of strategic management harefisantly better financial results that the
top managers who picked out other schools of gii@atmanagement. One might conclude that
the majority of the top managers that picked thepmetitive-contemporary school of strategic
management actually did a good choice becausehioise is significantly related to the better
financial results.

Concluding, the most effective for top manager hmk is according to the premises of the
competitive-contemporary school of strategic managg, then classical school and in a much
lower extent environmental school of strategic ngznaent.

Hypothesis 2.2andHypothesis 2.3arenot supported while there is no significant relation that
will put in relation classical or environmental sch of strategic management and the financial
results.

Hypothesis 2.4 and 2.5 are acceptedhile there is a significant relation proving thaip
managers that prefer competitive-contemporary dclbostrategic management have better
financial results that the top manager that prefieer schools of strategic management.

Hypothesis 2.6:The way top managers perceive certain schools cdtegic management can
be explained with contingency factors.

Top manager prefer some schools of strategic mamagieto others. This hypothesis is tested in
three parts: contingency factors that influence ské&ection of classical, environmental, and
competitive-contemporary school of strategic mansgd. Table 17 presents the list of
significant relations.

123



Table 17: Relations between schools of strategicagament and contigency factors

Contingency factors* Classical Environmental Competitive-
Contemporary

Planning Influence Fz 118= 2.659
F (2110 2.607

*Influence= who influence the most when deciding tme strategic issues; market,
knowledge, past, crisis, tradition, top managetserftselves), owners, politics, middle
managers; Planning influence= the most imporfantor in planning can be: business
environment, firm’s capabilities, owner’s influen@®mpetition; Exercise strategic thinking=
how much time top manager devote to thinking aloetfuture of the firm; daily, few days a
week, few hours a month; Education= educationakgr@eind can be: high school degree,
college degree, faculty degree, master or PhD de@renership= private, state, combination;

** Significant relation at the level p<0.01
Source: Empirical data

When discussed in the context of the contingenciofathese selection of schools of strategic
management start to have more insightful meaning. Managers that selected classical school
of strategic management work in the firms wherentlost of the strategic decision is taken by the
market, top manager or the owners. They do notrdegalitics or middle manager to be the most
important factor in the process of strategic decisi When top manager decides about the
strategy, it is based on the impetus from the @mssrenvironment, inner capability of the firm
and competition and considerably less under tHaante of the owner. Top manager exercises
strategic thinking every day or at least severalrfi@a week.

The top manager, that selected the environmentalos®f strategic management, works in the
firms in which the strongest influence on the sigat issues has market and politics. Top
managers think of the market and knowledge asdh®ifs that developed the way they think
about the strategy putting the politics as thetle@#ftiential factor. This is contradictory to the
common sense, but proves that top managers thattegélenvironmental school actually do not
like to think of politics as the factor directingeim in managing. Top managers that guide
according to the premises of the environmental skcbbstrategic management have high school
or college educational background and work in taeesowned firms.

A top manager choosing competitive-contemporarpsthf strategic management works in the
firms in which everything influences the stratedecisions except politics. Those firms either are
in private or mix ownership.

Concluding, top managers choosing the classical@ddb influenced by market, top manager or
owners, in the environmental school are marketpoitics and in the competitive-contemporary
school is everything except politics. Private oxrfirms are more prone to the competitive-
contemporary while the state owed are more pronthéoenvironmental school of strategic
management. The other relations, with the markientation, age of the top manager, previous
experience, or similar are not significant.

Hypothesis 2.6 is supportedvhile there are contingency factors that couldl@xpsome of the

choices of preferred schools of strategic managen@antingency factors are not the period of
time that top manager spent on his present posiiga of the top manager, years of the firm in
business, markets on which firm exhibit their pradu. Although these factors are accepted to
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be in relation with the preference about the scludddtrategic management, they do not have
statistically significant relation.

4.3. Hypothesis about Relations between Features Strategic Thinking and
Schools of Strategic Management

Hypothesis 3.1: Features of strategic thinking only partially inflance the formation of
schools of strategic management.

This hypothesis is slightly changed due to theltesi the factor loading in the previous steps of
the research. Strategic thinking capability hasi@esented with three distinctive constructs and
not ten theoretical construct or premises that fdhose constructs of strategic thinking.
Therefore, the corrected hypothesis 3.1 is stratdgnking constructs only partially influence the
formation of schools of strategic management.

The results in table 18 and 19 present the sigmfigelation between constructs of strategic
thinking and schools of strategic management. Etation has a positive or negative trend and
the regression coefficient explains the strengtthaf relation.

Table 18: Relations between constructs of stratégitking and constructs of schools of strategicagement

= 13.294** F 250= 0.164 F 250= 5.844 *

 Envioomental |
Adjusted R -0.001

F F(1’125‘ = 19.616** F(l 125)— 38331- F(1,125‘ = 23,197**
+ p<0.10, *p<0.05, ** p<0.01

Source: Empirical data

The relation between constructs of strategic thmgkifeatures and schools of strategic
management is tested with the regression analybis.relation between the strategic thinking
constructs and schools of strategic managemenegrtavhave several significant relations. This
relation does not explain the cause-effect reldbietwveen them, rather the relation.
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Table 19: Graphical presentation of significantatbns between constructs of strategic thinking seftbols of
strategic management

HEAR - Classical
0,310** -
-0,211*

0,576*
0,368
FIRM % Environmental
PORT Competitive-
» Contemporary

0,396**

*0.05, ** p < 0.01

Source: Empirical data

The significant relation proves that HEAR, the damst of strategic thinking is positively
correlated to both classical and competitive-copi@mary school of strategic management.
Features of of the HEAR have evolved into two défeé constructs. The second construct named
FIRM influences only the environmental school ofastgic management in a positive and
significant level. There is no relation of the segtoconstruct on other schools of strategic
management. The third construct named PORT infleeertbe both classical and competitive-
contemporary school of strategic management ingathe and significant level. Concluding,
this would mean that each school of strategic mamagt could be significantly related to some
of the strategic thinking construct, as the bas@fchool.

The hypothesis 3.1 is supportedvhile constructs of strategic thinking influence tormation
of constructs of schools of strategic managemepartAfrom them, there are other numerous
influences on the formation of schools of strateganagement.

Hypothesis 3.2: Certain features of strategic thinking influence eh school of strategic
management.

The following analysis is the same as the hypogh&sl. and partially hypothesis 3.1. While the
analysis was performed there, one might concludettite hypothesis is identical and proved to
be tested successfully.

Hypothesis 3.3:The financially better performing firms are the osean which the top manager
is dedicated to the features of strategic thinkitfzat are in alignment with the specific school
of strategic management.

This hypothesis has been tested in several st&gss. there is a correlation matrix between the

different construct of strategic thinking and sdisoaf strategic management. Table 20 presents
the correlations.
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Table 20: Correlations between the strategic thigktonstructs and schools of strategic management

HEAR -
PORT -0.085 -0.073 -

Environmental 0.037 0.536** -0.139 -0.011 -

*p<0.05, *p<0.01

Source: Empirical data

The constructs that correlates are those constilatsre all in alignment with one another. This
means that strategic thinking construct HEAR iglignment with classical school of strategic
management and competitive- contemporary schooktrdtegic management. The second
alignment is the relation between FIRM and the mmmental school of strategic management.
There are two more relations, but due to the negaglation, it is put in another group (PORT
with classical school and competitive-contemporachool of strategic management). The
number in the brackets is the number of the firmsuch relation (see table 21). The relation
marked with brackets is the significant relatior@D5).

One relation is quite strange and influences threlasion of this hypothesis. Two firms combine
construct FIRM and the Competitive-contemporaryostiof strategic management. At the first
glance, it seems to be quite illogical relationt afier examining the accuracy of the data, | can
conclude that both of the firms were in the topQ®0atian firms and were competitive on the
European market. There could be no doubt aboutdhgetitiveness of those firms. At the end
of that year (2006) after filling the questionnaiath of the firms were sold to foreign firms. At
that time of filling in the questionnaire, top mgeas were informed about the future of the firm;
they could not change it and therefore behavecequasssive and disillusioned. Because there
were only those two firms with quite a large ROERMIis was a statistical bias reflected on the
results of the whole table. If this relation cole ignored in the table, the conclusion could be
quite different. Due to the methodological reasbdgd not deleted this relation from the table
and the conclusion is based on the overall datlagmable 21.
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Table 21: The average financial results of the tarts$s in alignment and those not in alignmentrorinegative
alignment for the period 2004-2006

' Inalighment [ ]
HEAR+ Competitive-contemporary (45 -0.4204 2.4336

HEAR+Environmental (12) 1.7125 0.3417

FIRM+Competitive-contemporary (2 5.6100 6.2000

PORT+Classical (4 -1.8950 -0.6200
I

Source: Empirical data

Hypothesis 3.3 is not supportedvhile there are the firms in which top managersdedicated
more to the features of strategic thinking in atggmt with certain school of strategic
management but have worse financial results tharitims in which top manager are dedicated
more to the features of strategic thinking thatas in alignment or have negative one with the
school of strategic management. One crucial fatiatrlargely contributed to this conclusion are
two firms with combination of FIRM and competitieentemporary school of strategic
management. This combination has the least firram #ny other combination and therefore it
strongly influences their average. If the situatwith those two firms were different, the whole
conclusion could be drawn in different direction.

4.4. Hypothesis about Relation between Features dbtrategic Thinking,
Schools of Strategic Management and Financial Regslof the Firm

Hypothesis 3.4:Achieving better financial results depends on thelextion of specific features
of strategic thinking and their usage in the deasi-making process

The table 22 presents the financial results of @fi¢he constructs of strategic thinking. The most
frequently used construct is HEAR, the second iRP@nd the least used in FIRM. The most
suitable constructs to be used among Croatian tpagers is either HEAR if the criteria is the
value of ROA or FIRM if the criteria is the valué¢ ROE. Depending on the criteria there is a
different conclusion about the most appropriate andable approach to strategic thinking
resulting in better indicators.
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Table 22: Constructs of strategic thinking and fio&l results

Financial measures N 80

. |Mean(%) 2337

Mean (%)  -0.064 0.878 0.450

Source: Empirical data

Hypothesis 3.4is supported while according to different criteria there aren&constructs of
strategic thinking that generate better financeduits and therefore are more suitable to use
among top managers in Croatia.

Hypothesis 3.5:Achieving better financial results depends on thelection of specific schools
of strategic management i.e. the way we perceiveglocess of strategic management.

The table 23 presents the financial results of ezfcthe constructs of strategic management
schools. The most frequently used construct is Gitiye-Contemporary, the second is
Classical school and the least used is Environrheot®ol. The most suitable constructs to be
used among Croatian top managers is either Convee@ontemporary if the criteria is the value
of ROA or Environmental school if the criteria l&etvalue of ROE. Depending on the criteria
there is a different conclusion about the most ayppate and the suitable approach to schools of
strategic management.

Table 23: Constructs of strategic management sshaadl financial results

N z 14

. |Mean(%) 1.967 0.142

Mean (%)  -0.3674 0.6400 0.2274

Source: Empirical data

Hypothesis 3.5is supported while according to different criteria there aren&constructs of
strategic thinking that generate better financeduits and therefore are more suitable to use
among top managers in Croatia.

Hypothesis 3.6:1t is possible to suggest a model that could corsprihe relations between the
selection of strategic thinking features, the sche®f strategic management and the financial
results of a un/successful firm.

The main goal of this hypothesis is to suggest dahthat could describe the relations between
the strategic thinking constructs, strategic manege schools and financial performance. By
creating a model, it is possible to denote an irhpéstrategic thinking construct and strategic
management schools on the financial results. Algtuabth of the constructs and their mutual
relations could explain a certain percentage obwaes in financial results.
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This hypothesis is tested by two different steplge Tirst step is presented in Table 24 with
bivariate regression analysis of the different fficial results and the constructs of strategic
thinking and strategic management school.

Table 24 denotes several interesting relationsartéial results expressed by the value of ROE
could be explained with several constructs. Thauevabf Adjusted R suggests that 17.8%
variances of ROE value in the period 2004-2006 lsarpredicted with the HEAR construct.
Moreover, 10 % ROE variances can be predicted thighconstruct FIRM and 11.1% variances
with the construct PORT and 2.3% of the variancéh e environmental school of strategic
management. The variances of ROA value could bé&igu with only 1.8% with the classical
school but with the significance level of p<0.10.

Because the statistically strongest results of tcoats is when explaining value of ROE, this
financial measure is taken for further analysise Malue of ROA is not taken further for the
analysis.

Based on the data from the analysis of ROE vaheretcould be created integrative model of
relation between constructs of strategic thinkisgategic management schools, and financial
results. In a second step, there could be an exfpbemof the impact of the constructs of strategic
thinking and strategic management schools on tinfpeance of the Croatian entrepreneurial
practice.

The next step in the analysis of the empirical data perform the structural equation modeling
on the data. Structural equation modeling is anreifebterm covering three distinct but highly

related methodologies (path analysis, structurabBgn modeling, and latent variable structural
equations modeling). Structural equation modelisgaimost never precise or unambiguous
(Myers, Mullet, 2003, p. 337). It was used to depie multidimensional relationships at the

same time, as factor analysis and regression tat@account only one relation per analysis.

Table 24: Regression analyzes of financial resaritd construct of strategic thinking and strateg@anmagement
schools

Adjusted R*> F ; Adjusted R*> F

0.100 F 1125 = 14.964** 0.135 0.010 F 1,125)— 2.327

-0.006 F.125)= 0.255 0.160 0.018

Competitive- 0.068 -0.003 Fa,125= 0.574 0.141 0.012 F,125=2.527
Contemporary
+ p<0.10, *p<0.05, ** p<0.01

Source: Empirical data

The structural equation model offers the way towshwmow, and how much each of the

independent variables or constructs causes chaimggke dependent variables. Structural
equation modeling is an extension of the factohyaimand multiple regression analysis offering
to analyze the more than one relation at a timehEtmore, they enable to identify and measure
both direct and indirect effects (Myers, Mullet,03) p.322). Table 25 presents the graphical
presentation of the direct and indirect effectscoifstructs on the value of ROE in the period
2004-2006.
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Both of the constructs of strategic thinking andagids of strategic management are measured by
the multiple questions, more precisely premisesneNof them is based solely on a single
premise. The exogenous constructs are the corstaficstrategic thinking, considered as the
independent, factors determined by factors outsige model. Constructs of the school of
strategic management are endogenous dependeritleardd the constructs of strategic thinking.
Strategic thinking and the schools of strategic agament are both latent variables. The
manifest variables are the three constructs forhbi strategic thinking and the school of
strategic management that has been obtained frenfattior score Likert scale answers. The
performance could be considered the latent variable

Table 25: Direct and indirect effects of the consts and value of ROE

*%

HEAR » Class
**
v
FIRM » Environ "
| o _ ROE 0406
PORT > Com

‘ _kk

Source: Empirical data

Picture 8:Theoretical model of the impact of stgatethinking construct and the schools of strategenagement
construct on the performance (ROE)

Class \

FIRM ) ROE0406
Enviro

PORT Com-Cont

Source: The author
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The identification of the major constructs (stratetpinking constructs and schools of strategic
management) has been developed. Each of the coisstras three distinctive constructs that
have been evolved as the results of the factorysisalThe initial structure-theoretical of the
model has been suggested in the Picture 8. Theetieally suggested model was based on the
previously empirically analyzed and discussed iehst between the constructs of strategic
thinking, schools of strategic management, andrteasures of the performance.

The data in the Picture 9 presents the empiridagist-fit model according to the top managers’
responses when taken into account the ROE in thedp2004-2006. The fit measures for this
model are: chi-square=22.42, d.f.=10, p<0.05, RMSEAOQO.

The goodness-of-fit of a model is a multiple setcateria that are necessary to examine the
model. The value of chi-square and degrees of tnrme(dif) are reported for each model. The chi-
square value should not be significant if thera ood model fit. However, the chi-square was
not given the major consideration because it isligigensitive to sample size and the number of
items in the model (Bentler, Bonett, 1980, p. 5&&dcby Prodan, 2007, p. 119-120). Because the
model chi-square is so conservative (prone to Tlyperor), researchers may well discount a
negative model chi-square finding if other modehieasures support the model (Garson, 2008).

The value of the root mean square of approxima®MSEA) should be lower or equal than
<0.05. MacCallum et.al. (MacCallum, 1996, p. 13¢diby Prodan, 2007, p. 119-120) elaborated
cut points for measuring the fit of RMSEA as: treues lower or equal to 0.05 indicates good
fit, values ranging from 0.8 to 0.10 indicate medefit and values greater than 0.10 indicate
poor fit. Concluding, the presented model is onldiveer level of acceptance.

There are several points from the empirical modes@nted in the Picture 9:

« HEAR has the positive and equal influence on théh bdassical (0.31) and the
competitive-contemporary school of strategic manseyg (0.33). It has also a quite large
and positive influence on the ROE as a direct €ffect6). Indirect effects of HEAR
construct of strategic thinking is -0.14230 andttital effect is 0.317.

 FIRM has a quite strong effect on the environmestdiool of strategic management
(0.58), and negative on the competitive-contemposahool (-0.33). There is no direct
effect from FIRM to ROE. The indirect effect —0.@11lis considered too small for any
interpretation possible.

 PORT has a quite large, negative influence on trapetitive-contemporary school of
strategic management (-0.40) and the direct effedhe ROE (-0.29). The indirect effect
on the ROE is 0.06239 and the total effect is -D622

 The only direct effect of the schools of strategianagement on the ROE is on the
classical school of strategic management (-0.30).
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Picture 9: Empirically best fit model of the impadtthe strategic thinking constructs and the s¢hob strategic

0.18

management on the performance (ROE)

1.00

-0.23

1.00

Fl RV

-0.25

Source: Empirical data
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These remarks bring to the following conclusions:

Except the factors mentioned in the model thereramaerous additional factors, that
influence each of the constructs and financial grerbince. Suggested model and its
components are just one of the possible ways tseptethe impact of the strategic
thinking constructs and schools of strategic mamesge: on the performance of the firms.
HEAR is the construct of strategic thinking thabsagly influences ROE. HEAR has the
influence on the both classical school and the editiype-contemporary school. This
construct offers the positive seeds for the botkhefschools, whether they will develop
in the classical or contemporary environment. has the conflict of the past and future,
rather the solid ground for the success in busifdB&\R construct functions in the both
of the environments, and those environments inflaetine profit in the positive way.
Features of strategic thinking expressed in thesttoat HEAR are contributing to the
value of ROE if the top manager is working alonétheut the team or a group of
coworkers. When in indirect relations the idea tsviand its influence becomes quite
negative. If ideas of HEAR are taken in the mom@etated environment it looses the
idea and its strength. The classical school ofeggia management transforms the ideas of
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HEAR into negative aspects due to the adminisiatioprocedures and formal
environment.

« FIRM is quite self-sufficient to elaborate the eowimental school of strategic
management. FIRM mainly influences the environnlestthool of strategic management
and explains this school quite well. FIRM has &agldly negative effect on the
competitive-contemporary school, but in generabffiers quite strong exclusive influence
on the environmental school of strategic managemEeliRM is the type of strategic
thinking that is closed in the box of the enviromta school of strategic management. It
Is not connected to the value of ROE, rather hasn#gative effect on the competitive-
contemporary school of strategic management. Tatséhe ideas that are always present
in the small percentage in the sample, that wdlwyy vanish from the top managers
offices but still exist among the large firms iretRepublic of Croatia, specially state
owned firms with the high school top manager edanat background.

e PORT negatively influences the competitive-conterapp school of strategic
management and the value of ROE. PORT has theathastic of the individual that
does not correspond well in the community with odHike in some specific school. It has
quite the same intensity of negative influence lwa lioth, classical and the competitive-
contemporary school of strategic management. PQRe& type of the behavior that is
more typical for the smaller, entrepreneurial, aatf-owned firms. This type of behavior
is not suitable for the large firms and thereforedps bad results to the value of ROE. It
brings value to the accumulated profit, but not mpetting this profit in relation to the
equity on the disposal. This type of behavior isorsgly negatively influencing
competitive-contemporary school while PORT lacles ¢haracteristic of the profound top
manager, rather exploring just some of the chamatite which are not good enough for
leading the large firm. Competitive-contemporarfied is based on the more elaborated
concepts, types of collaborations and not just flawstincts, emotions or the
entrepreneurial idea.

» Classical school of strategic management is quiteingtitutional way of perceiving
business and the business environment. The damgeefbiciency, that is proved when
analyzed ROE could present one big obstacle touseeéxpected results. It is important
to realize that classical school already has tprifitant negative contribution to ROE,
while competitive-contemporary school does not hgee the established significant
relation toward the value of ROE. The relation xpected to appear in the next several
years, but it does still not exist now in the engairresearch.

* Competitive-contemporary school does not tolerate ideas of the FIRM and PORT
construct, while it is based on the HEAR constr@mpetitive-contemporary school of
strategic management is described well with thetipesinfluence of the HEAR, strong
negative influence of the PORT and negative bt ##ng of the FIRM. This school is
based on the characteristics of the HEAR, oppolsespassiveness of the FIRM and
contradicts the individuality effect of the PORT.

* Only classical school of strategic management ha®ftfect on the ROE and at the same
time they are the least explained construct in rifedel out of the three schools of
strategic management.

These conclusions are slightly in contradictionhwilhe results of the previous analysis. One

should take into account that the structural eguathodeling took into consideration several
relationships at the same time, and therefore offesre in depth analysis than the previous ones.

134



The hypothesis 3.6 is acceptedhile there is possible to suggest a model thatldvput in
relation strategic thinking features, schools ofrateigic management and financial
un/successfulness of the firm. In this way it isgble to suggest the impact of constructs of
both, the strategic thinking and strategic managersehools on the performance of the firms.

CONCLUSION

The aim of the conclusion is to present the maintpaf the dissertation according to the goals
presented in Chapter 1.2; give an overview of tyygotheses; list theoretical contributions and
the implications for practitioners; and concludethwthe delimitations of the research and
suggestions for future research.

The purpose of the research is to denote the intpatstrategic thinking and schools of strategic
management have on the performance of Croatianemetreurial practice. In order to
accomplish this purpose, | first theoretically mmet®ed the concept of strategic thinking and the
concept of the schools of strategic management.

The Goals of the Research and the Overview of theyidotheses

The first goal was to give an overview of the theoretical backgib of strategic thinking.
Strategic thinking is an under-researched phenomdnat is often interchangeably used with
numerous words or phrases from the field of strateganagement. The ambiguity of strategic
thinking makes the effort of defining strategicntking even more challenging. The thesis
summarizes different definitions and approachesttategic thinking supported by the critical
overview of the selected contributions. | proposed process-based definition of strategic
thinking in order to open new ways of understandstigitegic thinking outside the strategic
management framework. Strategic thinking operatesheee levels: individual, group or team
based and firm-based level. The debate about gitatkinking/strategic planning relations is
concluded with the dialectical model. The contdnétoategic thinking, as a concept, is based on
numerous features. Whatever feature one might menitiis actually the manifestation of certain
skills, capability, knowledge, and character thagtitute the strategic thinking capability. All
individuals possess such features. The real quesithe number of strategic thinking features
that top managers develop, the extent to whicitdhenanagers use these features, and the way
they combine them in practice.

Thesecond goalwvas to present theoretically the schools of gfratsmanagement. The school of
strategic management is seen from the top managgpsoach to the process of strategic
management. Different schools of strategic manageraee actually different paradigms (i.e.
sunglassestop managers use in order to perceive the pragkesgategic management. Within
the same school of strategic management, top meahare the same perspectives and opinions
about the variety of business issues, whereas #rererucial differences between two schools of
strategic management. Depending on the criteriad,utieere are quite a few theoretical
classifications of the process of strategic manager{Chaffee, 1985; Hampden- Turner, 1993;
Whittington, 1993; Mintzberg, 1994; McKiernan, 199dintzberg, Ahlstrand, Lampel, 1998;
Haberberg, Rieple, 2001). Each of the proposedsifieations is the result of the author’s
subjective criteria and offers just one view in thieole elephantstory. My contribution can be
seen in the classification of the schools of sgiatenanagement according to two criteria: time
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horizon and the role of the top manager in the ggec There are four schools of strategic
management: classical school, contemporary schawolijronmental school, and competitive
school of strategic management. The theoreticaivoe® concludes with the critique of each of
the four schools in order to offer a balanced dnjdaiive view.

Thethird goal was to test empirically the impact of strategimking and schools of strategic
management on top managers in large Croatian eatreprial firms. Strategic thinking, schools
of strategic management and financial performameeteeoretical constructs. Each of them has
their own proxies. There are ten constructs oftegia thinking: system view, hypothesis
generating and testing, focus, time perceptionfesgional competency, flexibility, political
senses, intuition and paradox/uncertainty. Theee faur schools of strategic management:
classical, environmental, and competitive and coptaary and there are two measures of
financial performance: ROE and ROA.

| performed the field research in large Croatiamé that employ at least 250 employees. The
survey instrument was a questionnaire that providemmation on top managers’ opinions and

views about the constructs of strategic thinking #me constructs of the schools of strategic
management. | gathered the information about thenfiial results from secondary sources. The
respondent rate of 31.47% is considerably high. Bief overview of the tested hypotheses,

results, and specific notes are presented in tile £6.

Table 26: Summary of hypotheses, results, and notes

Hypothesis 1.1 M Top managers do not utilize only
Each manager employs some features of strategic tiking Supported one out of the 48 features
strategic thinking

Hypothesis 1.3 Premises of all ten of the strategic
The employment of specific strategic thinking feattes can be
brought into relation with contingency factors

contingency factors

Hypothesis 1.5 M There are premises in which mare
Firms that are more successful employ certain spdig | Supported successful and less successful
features of strategic thinking more often than the less firms disagree.

successful firms

Hypothesis 2.1 M Factor analysis loaded three

The way of perceiving the process of strategic magament| Partially  instead of the four theoretically

can be presented by four schools of strategic manament supported assumed schools of strategic
management

Continue on the next page

136



Hypothesis 2.3 [x]

Firms in which the top manager perceives the procesof | Not if they choose some other school|as
strategic management according to the Environmentaschool | supported the priority of strategid
of strategic management achieve better financial silts management

Hypothesis 2.6 There are contingency factors that

The way top managers perceive certain schools ofrategic | Supported could explain the choice of the

management can be explained with contingency facter preferred school of strategic
management

Hypothesis 3.2 Not tested This hypothesis is similar to t
Certain features of strategic thinking influence eah school of hypothesis 1.4
strategic management

Hypothesis 3.4 The most suitable construct
Achieving better financial results depends on theetection of | Supported strategic management if
specific features of strategic thinking and their gage in the measure ROA is HEAR, and if
decision-making process measure ROE, it is FIRM

Hypothesis 3.6 The model is conducted by SEM
It is possible to suggest a model that could comme the| Supported

relations between the selection of strategic thinkg features,

the schools of strategic management and the finamtiresults

of an un/successful firm

Source: Empirical data
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The most utilized constructs of strategic thinkiage generating and testing hypothesis,
understanding paradox, complexity, and uncertaijotgfessional capabilities, system view, and
orientation towards the future. The least utilizzmhstructs are intuition, political sensitivity,
perception of time and flexibility. The most ofa&gic thinking premises can be related to the
contingency factors grouped as firm or top manag®racteristics. The contingency factors
related to the firm are ownership, tradition, angibess orientation. The contingency factors that
describe the top manager are influence, years spetihe top manager, exercise of strategic
thinking, and education. The premises of strateégioking can be related to the schools of
strategic management that offer more insights timoutilization of the specific strategic thinking
features. The firms that do not carry the burdepasfecting past mistakes but are rather future
oriented have positive financial results. In sudhm$, top managers develop positive
communication that takes into consideration difiéndewpoints. They try to avoid surprises in
both planning and business in general. The dedsdm not change; the top manager of a
successful firm has the stamina to stick to thesitet regardless the colleagues’ pressure.

Factor analysis primarily loaded six constructstohtegic thinking capability that were upon the
reliability test comprised to the three distinctivenstructs of strategic thinking capability. The
first construct is labeled HEAR (h-hypothesis, @artise, a-agnosticism, r-responsibility), the
second one FIRM (f-fix problems, i- introspectionteaction, m- melancholy) and the last PORT
(p- perception, o- optimistic atmosphere, r- resamde, t-technical ability). The most frequently
used construct is HEAR, followed by PORT and tls¢ Ieeing FIRM.

Second set of hypotheses evolved around creatiagctimstructs of strategic management
schools. Out of the four theoretically presentdubsts, factor analysis proposed three schools of
strategic management: classical school, envirormhemd competitive-contemporary school of
strategic management. The most utilized schodiascompetitive-contemporary school, than the
classical school while the last is the environmlestzhool of strategic management. Top
managers that preferred the premises of the cotiveetiontemporary school of strategic
management have had better financial results thamianagers that preferred other schools of
strategic management. Top managers choosing theicd school guide their strategic decisions
depending on the market, the owner and their owlts gind competences, market and politics in
the environmental school and everything exceptipslin the competitive-contemporary school.
Private or mix owned firms are more prone to thengetitive-contemporary school while the
state owed are more prone to the environmentaloaffostrategic management. The relations
between the constructs of strategic thinking anel ¢bnstructs of the schools of strategic
management have been tested with the regressidgsmnarhe analysis shows a significant
positive relation between HEAR and the classical #re competitive-contemporary school of
strategic management. The second construct- FIRNifeantly and positively influences only
the environmental school of strategic managemem. third construct named PORT influences
significantly, but in a negative way, the classiaadl the competitive-contemporary school of
strategic management. Looking at the firms thaeHaatures of strategic thinking in alignment
with the schools of strategic management we cartlsgethese alignments had no significance
during the period 2004-2006 and did not producéebdinancial results. The alignment is the
matter of consistency between the top managergitigrand his actual strategic behavior in the
firm.

Depending on the financial measures, there isfardiice in what the most suitable constructs of
strategic thinking are. If looking at ROA the mastitable construct of strategic thinking is
HEAR, and if looking at ROE it is FIRM. Construatf the strategic management school have
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quite a similar pattern. When looking at ROA, thestnsuitable is the competitive-contemporary
school, and when looking at ROE, the best optiagraven to be the environmental school of
strategic management.

When analyzing the relation between the constratthe strategic thinking, the constructs of
strategic management schools and the financial unesisone can conclude that in the period
2004-2006, the percentage of ROE variances caxaieed with: 17.7% variances by HEAR
construct, 10% variances by FIRM, 11.1% variancgsPORT and 2.3% variances by the
environmental school. The variances of ROA can kplamned by a considerably lower
significance and strength.

The fourth goal is to elaborate the title of this thesis. The iotpaf strategic management

schools and strategic thinking on the performaric€roatian large entrepreneurial firms was
tested with several hypotheses but more specyiwdlh the final model (Hypothesis 3.6). The

results of these hypotheses represent small pfcasgreater puzzle about the qualitative and
guantitative features of strategic managementrgel&roatian firms.

The structural equation model offered new insights the final model. The suggested model
and its components are just one of the possibleswaypresent the impact of the strategic
thinking constructs and schools of strategic mamayg on the financial performance of the
firm. The construct HEAR contributes to the valdeR®E if the top manager works on his/her
own without the team or a group of coworkers. # ileas presented in HEAR are put in a more
elaborated environment they loose their strenghie @lassical school of strategic management
transforms the ideas of HEAR into negative aspett®rmal environment. It is interesting to
point out that HEAR works well in the environmewfisboth the classical and the competitive-
contemporary school of strategic management. TRMHE a type of strategic thinking mostly
found within the environmental school of strategianagement. The ideas of FIRM are present,
but in a very small percentage, in the sample. €gfgecially concerns those firms that are state
owned and are managed by high school graduatedntoyagers. This percentage will slowly
decrease and the ideas will eventually vanish ftbentop managers offices among the large
firms in the Republic of Croatia.

PORT is the type of strategic behavior that is ntgpécal for smaller, entrepreneurial, and self-
owned firms. This type of behavior strongly negalyvinfluences the competitive-contemporary
school. The classical school of strategic managéisequite an institutional way of perceiving

business and the business environment. The damgeefociency, if measured by ROE, could

present a big obstacle in achieving expected mesult
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Theoretical/Methodological Contributions and Implications for Practitioners

The thesis contributes to the development of themthodology and has various implications
for practitioners.

Thecontributions to the development of theory/methodalgy are as follows:

* A comprehensive overview of the strategic thinklitgrature. Strategic thinking is an
under-researched, self-understood concept thaandssrs mention but do not elaborate
in their papers. There is no research track onttpc of strategic thinking. The
contributions are fragmented and dispersed in uargmurces in the field of management,
strategic management, and psychology.

* An elaboration of strategic thinking in severaldes; The first layer includes existing
definitions and their critical overview. The secoddscribes different approaches to
strategic thinking and gives their critical pergpex The third layer shows and explains
the relation between strategic thinking and stiatpanning by the dialectical model.

» A sound definition of strategic thinking.

* An elaboration of the features of strategic thigkivased on different criteria, sources,
and studies. Creation of a classification congysthten crucial features/constructs that
demonstrate strategic thinking capability.

* One of the first empirical testing of the stratetfimking features (Table 27). Literature
offers a variety of theoretical approaches to sgiat thinking, but apart from Jacobs
(Jacobs, 1994) there was no empirical testing.

* An extensive historical overview of strategic magragnt with special emphasis on the
process of strategic management.

* An elaboration and systematization of the numenbassifications of schools of strategic
management.

» Creation of a new classification of schools oftelgec management based on two criteria:
time horizon and the role of the top manager inpgtaeess. The suggested classification
consists of classical school, environmental schomhpetitive school, and contemporary
school. The empirical testing in Primorsko-goran€kainty (Jelenc, 2004) and the testing
covering the whole territory of Croatia, performadhis thesis, indicate the existence of
only three schools of strategic management: claksemvironmental, and competitive-
contemporary school.

« A critical overview of the schools of strategic mmgement in order to grasp the objective
value and contribution of each school.

» Creation of constructs for both strategic thinkargl schools of strategic management.

« Empirical testing of the constructs of strategimiing and the constructs of the schools
of strategic management, their mutual relation, #redr impact on the performance of
large Croatian firms. These constructs have begnreally tested for the first time.

« Empirical testing results provide information abadhe qualitative and quantitative
characteristics of strategic management in Crodaiaye firms.

» Development of a comprehensive model explaining tdlations between strategic
thinking and strategic management schools and expiatheir impact on the financial
results.

The implications forpractitioners could be elaborated in two directions: the genil@hs and
concepts about strategic thinking and schools ohteggic management and specific
characteristics and trends among top managersga @roatian firms.
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The general ideas and concepts about strategikinigiand schools of strategic management are
as follows:

Top managers should percesteategic thinking as the core of strategic manageent.

It cannot be replaced with any tool, methodologysaftware. Tools, methodology, and
software offer help and assistance in better fonatig of strategic thinking. If their aid
improves strategic thinkingr in other words, contributes to better businessilts, we
can say that they are suitable and should be Ufssttategic thinking does not improve
despite the assistance of some method, the metimddsbe abandoned. Only a perfect
strategist can develop and implement perfect sfiedeall the rest, need the help in form
of different consultancies, trainings, seminars badks. Top managers should be aware
that there is no replacement for strategic thinkargl that they are the only ones
responsible for the process.

The strategic thinking process starts in the heddthe individuals but only with the
support of the group and teams, its potential gramnd finally emerges on thigm’s
level. Without the support of teams and the firm in gahethe ideas of the individual
might not reach the top managerial level and migbtilt in a great loss for the firm.
When exercising strategic thinking, a top manadesukl be opened to a variety of
different andunconventional sources of ideasThe suggested definition of strategic
thinking lists the ways these sources of ideas fetrategic thinking and the ways in
which they reflect on the top manager.

Strategic thinking is a capability that a top masraghould develop, train, arekercise
every day. The more top manager exercise strategic thinkkiegnore capable they are to
think strategically and have better results.

There ardhree dimensionsof strategic thinking capability. The first onesislecting the
right feature, the second is the feature’s strengtid the third is the possibility to
combine different features. There is a long lispofential features of strategic thinking
and none of them includes all the possible feat(ifable 27- the theoretical features of
strategic thinking). The aim is not to make an egiee list, but to pinpoint those features
that are crucial for the strategic thinking cap&biWhen we look closely at this list, the
features seem to be normal skills each employeehanthn being possesses. The top
manager’s capability of strategic thinking does aoly imply possessing features from
the list, but also the top manager's awarenessanility to utilize these features in
specific situations to their full potential and atcordance with their special talents,
potential and/or natural ability. The strength godential of each developed feature will
determine the most dominating feature in top managategic thinking (Table 27- the
frequency of premises). The third dimension ofteye thinking involves top managers’
combining of several features and thus creatingtndtive strategic thinking capability.
By combining two or more features, a top manageatess the pattern-archetype of
strategic thinking capability (Table 27- after facanalysis).

Strategic thinking and strategic managenstiduld not be self-sufficient conceptghey
should be embedded in the context of industry amd fssues. Sometimes it is more
important to solve a problem than to follow theastgic planning procedures. Strategic
thinking and schools of strategic management angveequestiotHOW, and the specific
problem and industry will answer the questidHAT . Therefore, the first layer consists
of technical competences and skills and once they @mprehended strategic
management can be applied and will prove to be refbeetive.

The ideas and concepts about strategic thinkingsahdols of strategic management can
help in developing management-training programs for top managers,
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Table 27: Theoretical and empirical features ofgtgic thinking
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such as MBAs or other executive training prograiif®ese programs could be targeted at
middle managers who have the potential to climb ¢beporate ladder and it should be
focused on those capabilities needed for becomiagcaessful top manager. This includes
working on capabilities from two areas: managemand psychology. Management is
important because it brings knowledge on leadeystuprdination, control, organization, and
planning. Psychology is important for top manadersause it will offer them the possibility

to understand themselves, their personal potestidlboundaries, strengths, and weaknesses.
With this notion of understanding themselves as dwipeings, top managers will be able to
lead others with more success. Such a programrisxample being developed within the
Faculty of Economics, University of Rijeka.

Specific characteristics and trends among top memsag the large Croatian firms are as follows:

» Theoretical discussions about strategic thinkingehdittle practical value for top
managers. Empirical testing results indicate thstmsaitable and the least suitable ways
of strategic thinking and schools of strategic nggmaent according to the three financial
indicators (Table 28 Overview of the most relevamipirical results).

* Top managers most often possess and develop thwifod) features of strategic thinking:
generating and testing hypothesis, understandimgdp&, complexity and uncertainty,
professional capabilities, system view and orieotattoward the future.

» Top managers are less likely to possess and devedjollowing features: flexibility,
perception of time, focus orientation, politicalnsgivity, and intuition, as the least
developed feature.

» The most suitable way of developing strategic timgkamong large Croatian firms is
HEAR, according to ROA and FIRM, according to ROE.

» Strategic thinking developed according to the HE&dRstruct is likely to occur in firms
that provide services and that are mainly orierttegiard the domestic market. A top
manager exercises strategic thinking every day, lasther strategic decision largely
depends on the market, owners, and top managehédrself. A top manager possessing
the HEAR type of strategic thinking brings stabtel gositive financial results regardless
the type of industry they work for. This construdffers the positive seeds for the
development of two schools in particular- the dlzsand the competitive-contemporary
school of strategic management. There is no carfietween the past (presented by the
classical school) and the future (presented by ebitnge- contemporary school), rather
HEAR represents a solid ground for business suaegssdless the time frame.

* In case of the HEAR construct, if the top managerides about strategic issues as an
individual, the decisions will result in positivealue of ROE. Furthermore, if the top
manager develops strategic thinking capability ediog to the HEAR construct but
manages a firm according to the classical schoobtodtegic management, the real
potential of HEAR will not be utilized. In such ess the positive or negative financial
indicators will be the result of the benefits brbudy the classical school and not the
potential of the top manager him/herself.

 The most appropriate approach to the process afegic management among large
Croatian firms is the competitive-contemporary sthoaccording to ROA and
Environmental school, according to ROE.
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Table 28: Overview of the most relevant empiriesults

Constructs of Strategic Thinking Constructof Strategic Management Schools

p
service firm

domestic market
exercise strategic thinking every day

Performance*

Impact Financial
results

K market/owner/top manager influenc

ROE
FIRM

state ownership
political influence

PORT

exercise strategic thinking every da
more than 30 years of business actfyity

22

* The combinations presented in this table are tmige present in four or more sample firms.
** Factors determine the most determining factoplisnning the future of the firm

Source: Empirical data



» The competitive-contemporary school is an appro&zhthe process of strategic
management in which the top manager makes stradegisions according to a variety of
influences excluding politics. These firms havevat@ or mix ownership. The top
manager acting in accordance with this approachtesean atmosphere that enables
positive and extremely high financial results notteraof the top manager’'s personal
strategic thinking capabilities.

* The relation between the schools of strategic mamagt and ROE is quite indirect and
there are numerous factors influencing this retati®he classical school has even
negative direct impact on ROE and the two othepalshhave no direct relation at all.
This means that the top manager’s perception optbeess of strategic management has
little or no impact on the performance of large &ian firms, at least in this empirical
research.The situation with the strategic thinkeapstructs is a somewhat different.
Construct FIRM has no impact whatsoever; constHiEAR has direct and positive
impact and PORT has direct and negative impact @k.RConstruct HEAR brings
positive vibrations, while PORT brings negativerations in all types of firms.

The world of management, and strategic managenmespecific, is perceived as a world of
paradoxes and contradictions but actually, | beli#tvis a very neat and orderly system of
principles and rules yet unknown to our senseggption, and knowledge.

Delimitations of the Empirical Research

There are several limitations in both the theoattiend the empirical part of this doctoral
dissertation. The limitations of the theoreticalrtpke in the assumptions. | assumed the
following: the top manager is the person in chaofehe process of strategic management,
his/her opinion about strategic issues is relevanthe firm, the subjective opinion of the top
manager correlates with the firm’s approach towHrd process of strategic management.
Furthermore, | assumed that the way the top managreeives the process, influences the way
his employees approach the process and that titesteeon the entire firm and finally that the
large firms have more elaborated approaches ttegtcamanagement. The series of assumptions
are the underlying ideas of this doctoral dissematEach of the assumptions could be changed
but then these changes would consequently altesttbam of thought developed throughout this
research.

The limitations of the empirical part are sevefidle nature of strategic management includes
three time frames: the past, the present, andutiieef Top managers are influenced by the past
events and experience, they resolve current prahlamd make plans to prepare themselves and
the firm for future challenges. | conducted thddfieesearch about top managers’ perception of
the process of strategic management in 2006-200@ir Tperception reflected their strategic
behavior at that moment. This strategic behaviaabe effective in 2007-2008 and the first
financial indicators will be seen in 2008 or 200%is would be the appropriate time lag for the
strategic decisions to proof their accountabilitiius, the financial results of 2008-2009 that will
be published in the first half of 2010 will be thest indicators about the most suitable ways of
strategic thinking and schools of strategic managemnmrhey will additionally show how much
the financial results do depend on the construttstrategic thinking and schools of strategic
management. Therefore, there had to be a compramiseler to meet the time limitations for
this thesis. There is a vast majority of top manage the sample performing their duty for two
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years and longer (41.7% of top managers had beéheimcurrent position 2-5 years, 23.6% of
top managers 6-10 years, and 16.5% for 11 or meaesy. | concluded it is rational to take into
account their perception in the period of 2006-2@0d@ compare it with the financial results of
2004-2006. In order to avoid the statistical biagimancial results | took into consideration the
average value of the three financial indicatorghaperiod of 2004-2006.

The second limitation | faced is that there is coe respondent in each of the firms who could
fill in the questionnaire. Because of this, one migonclude that the results of this field research
provided biased answers. The aim of this field aese was to find out about the perception of
the person in charge of the process of strategitagement and not the opinion of managers at
lower levels or employees in general. The opinibthe top manager is the only perception that |
was interested in the firm. The subjectivity watended and deliberate. It would be illusionary to
ask for an objective opinion about a subjectivecgption. The subjective opinion of the top
manager becomes the objective criteria for midddaagement.

Suggestions for Further Research

At the conclusion of this thesis, | would like toipt out several possible directions for further
research. The schools of strategic managementra®fothe topics that will keep appearing in
strategic management literature from time to titheénay not be the mainstream research track
but rather the method that researchers will userder to denote the advancement in the field of
strategic management. It will offer quite an exteasand refreshing overview of the existing
paradigms and the guidelines for future researble. research of strategic management schools
is like a look in the mirrorof strategic management research, suggesting wbjih is passeé,
which topic should be more emphasized and whiclt tiogs the potential to evolve.

Strategic thinking is a topic that will be more ptgr in both practical and academic circles in the
future. Further research should be focused on pleeific features of strategic thinking, their

strength, and combination when utilized by top ngens, the cultural differences in perceiving

features of strategic thinking, and the differestdls of creating strategic thinking. Due to the
cognitive character of strategic thinking, it iscassary to combine the efforts of the strategic
management researchers and psychologists. Sind®dsedf strategic management only depict
the features of strategic thinking, psychology daulp in retrieving how these features emerge,
evolve, and grow in their potential and capacity.

Strategic management is oriented on goals and fimgincial and non-financial results. Top
managers should base their behavior on the diteategy-financial result relation in order to
receive as much dynamic feedback about interactmus continuous improvement. This will
help to build and maintain the top managers’ faitlstrategic management, since it will prove
itself beneficiary in their work.

Moreover, the future research of strategic manageémeCroatia should be focused on several
additional issues. This research could be contiraretievolved into a longitudinal research that
would further depict patterns and trends, and thg these patterns and trends change through
time. Due to the nature of research and the resgaadncluded in the empirical analysis there
should be at least a five year time distance. pkisod is long enough for the top managers to
change their perception about the process of gitateanagement and change the dominating
type of strategic thinking. The research shouldlibected towards more qualitative methods in
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order to grasp thestrategy-as-practiceskill. The learning experience of top managersais
valuable asset, a tacit knowledge that should bes mesearched in order to acquire new notions
and insights that will result in better and moricednt future managers/strategists.
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APPENDIX | LIST OF PREMISES AND THEIR CODES

Code Num. Premise

Asystem: 1. I insist on fulfilling each of the departmss plar

Asystem: 2. Top management is responsible for 85% of the mestak the firm

Asystem: 3. There are sputes and misunderstandings between the depastiimettie
firm.

Asystem: 4, While running a business we emphasize proce

Bhypot 5. | always question myself «if a problem occurs, wéna we going to do?
and try to work on the solution.

Bhypot 6. When planning, | work together with my team on salepossible
scenarios.

Bhypoi 7. | often question the logic of commonly agreed fa

Bhypot 8. When taking a decision, | try to think about therst@and the best possit
option.

Cfocus! 9. There is an optimistic atmosphere within the fi

Cfocusll 10. Our strategy is similar to the strategy of our cefitprs.

Cfocusl.: 11, Sometimes the compromises we are forced to doamtiotrour goals

Cfocusl: 12. Others’ missions and visiolare alike, but so are oul

Dtimel: 13. There have been many mistakes and we are now tiyiogrrect them

Dtimel< 14, | devote more time to current problems thto strategic decisions ar
plans.

Dtimel® 15. Our future depends on others, not o.

Dtimel¢ 16. | react rather than act proactive

Eprofcoml’ 17. | consciously separate operative and strategivitiesi.

Eprofcom1t 18, | reserve time for making plans about the futuierdation of the firm

Eprofcom1! 19 I am well informed bout and | comprehend the technical processesei
firm.

Eprofcom2| 20 | follow/keep up with the literature on managemamd leadershiy

Eprofcom2: 21, | try to implement some of the advice found in tekevant literature

Eprofcom2. 22, | enhaice my knowledge about firm’s strategic managen

Fconflex2: 23, Changes occur very often in the companies’ |

Fconflex2: 24, | boost, develop and support differences in thevsief the subordinate

Fconflex2! 25, | am aware that | make decins based on just a few pieces of informat
that may or may not be perfect.

Fconflex2¢ 26. | do everything in my power to avoid surprises lanming and business
general.

Fconflex2: 27. When confronted with an obstacle, | switch to darahtive plan

Fconflex2¢ 28, The owners and the Board of Directors pressure ashieve result

Gfuture2! 29, | have a clear vision of this firn

Gfuture3( 30. The future of this firm depends solely on the ovws@lecisions (privat
owner or state).

Gfuture3: 31 Contradictory results of analysis do not blocktsigic decisions

Gfuture3: 32. Departments in the firm concentrate their effontstitemselves rather thi
on the firm in general.

Gfuture3: 33. Employees are familiar with the firm’s miss, vision, and strateg

Hpolsens3 34. Sometimes it is wiser to comply with the advice aafrom the politica
power outside the firm than with the logics of Imgsis within the firm.

Hpolsens3 35. The final strategy depends on the strength of nterest groups within tr
firm.

Hpolsens3 36. | am interested in broader social and politicaliéss

Continue on the next ps




Continue

Code Num. Premise

Hpolsens3 37. | personally involve myself in the politically setinge situations in theirm.

Intuit3€ 38. | follow intuition when taking a strategic decisic

Intuit3¢ 39. When taking a decision, my “guts” feeling is theideve element

Intuit4C 40, | grasp the relations and patterns in confusedcantplex situation

Jparadox4 41, Top management very often bases decisions on expe

Jparadox4 42, | need a short period of time to comprehend thepderity of a problen
we are facing.

Jparadox4 43, If there are two opposing opinions, | decide whicke is the most realisti

Jparadox4 44, Different attitudes and opinions result in highaality solutions

Jparadox4 45, | sometimes change the decision based on colledigflesnce.

Jparadox4 46, Due to the complexity of the business environmiiig, impossible to reet
all the stakeholders’ requirements.

Jparadox4 47, | am able to prioritize between long and s-term problems

Jparadox4 48, Disequilibrium and instability are not pleasant drtdy to either avoid o
ignore them.

Class4 49, Strategic orientation derives from the analysigxternal factors and
factors within the firm.

Class5! 50. Managers working on strategic issues are specallcated for such
a task

Class5 51 Good strategy is a prerequisite of business success

Class5: 52, When we resolve problems, we select among sevpti@ns in order
to determine which solution is the most appropriate

Class5: 53. In our firm, we do the planning by the book, i.eepsby-step from
formulation through implementation up to control

Class5: 54. The say of the top manager or the top managemant ig the most
dominating in the process of formulating the stygte

Class5! 55. We use SWOT analysis

Classb! 56. By forecasting, we provide some features needegléoming

Class5 57. Planning has to be formal and explicit

Class5: 58. The plan is implemented by the strictly definegste

Classb' 59, Once formulated the plans do not change

Envir6C 60. The firm has to pay attention to the drafts of lams regulations

Envir61 61. The firm can only react to changes and adjust tev mearket
demands

Envir6z 62. The key of survival is to adapt to the environment

Envirez 63. Some sets of norms and values in the firm are asityechanged

Envir64 64. The firm has to follow the “rules of the game” bgtothers

Envir6: 65. Only the most flexible survive

Envir6€ 66. Mentality and culture directly influence the firm

Envir67 67. We are too small to change the world

Envir6e 68. The environment directly and to large extent inficess our strategic
direction

Envir6< 69. The firm cannot do much if the opportunities in thevironment
oppose its success

Envir7C 70. Firm receives the impetus to change from the enunent

Comp7: 71 We try to be the first to launch the product on ket in order to

gain advantage

Continue on the next ps
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Code Num. Premise

Comp7: 72, Creativity is key factor in formulating strategy

Comp7: 73. We focus our energy on the new challenges and hetptoblems
from the past

Comp7¢ 74, Strategy is the mix of intuition and wisdom

Comp7: 75. We proactively create changes on the market

Comp7- 77, The market is a battlefield where we fight our wars

Comp7¢ 78. The most successful managers are the source ofatinons and ideas
that lead to changes

Comp7¢ 79. Idea and work are crucial features of a succegsisiness

Comp8( 80. It is important for top manager to be charismatic

Comp8: 81. We understand our competitors; therefore, we caecést their
reactions and behavior

Comp8: 82. Intended strategy might change if market changes

Comp8! 83. Team spirit and project approach to business cgatesant working
atmosphere

Contempor8 84, Training and specialization is very important

Contempor8  85. A valuable part of our firm is the tacit knowleddgemployees’
knowledge that is hard to formalize)

Contempor8  86. We work on building competitive advantages

Contempor8 87, Learning makes top managers successful

Contempor8  88. We do business only in the narrow segment in whielare the best

Contempor8 89, Dynamics of the business is the result of the weey top manager
thinks

Contempor9  90. Dynamics of business is the result of the way thpleyees think

Contempor9 91, Intellectual capital is the most important sourtstmategy



APPENDIX Il THE QUESTIONNAIRE

University of Rijeka
Faculty of Economics
l. Filipovi¢a 4

M.Sc. Lara Jelenc

Telephone: 051/ 355-111
Fax: 051/ 212 268

Rijeka, October 8, 2006

Dear Sir,

The aim of this questionnaire is to analyze and understrategic thinking and approaches to
strategic management, i.e. to analyze the way iictwlarge firms in the Republic of Croatia
develop their strategies.

The results of this study will give us a better erstanding of how top managers in Croatia think
strategically and how they approach strategy indhetext of the competitiveness of Croatian
economy.

It will take you only15 minutesof your valuable time to fill in the questionnaidour answers
areanonymousand the data will only be used in its aggregatecthf The filled questionnaire
can be sent by e-mail or post to M.Sc. Lara JelEkonomski fakultet Rijeka, Ivana Filipaa

4, 51 000 Rijeka.

If there are any additional questions, or suggestjlease contact me by e-mail:ljelenc@efri.hr
or cell phone 09x/ XXXXXX.

Thank you for your precious time and understanding!

Yours sincerely,

M.Sc. Lara Jelenc



Questionnaire

Part one

E-mail:

(in case you want to receive the study resulthéir aggregated form)

1. According to your opinion, who has the
biggest influence in bringing the decisions
about the strategic issues in your firm?

3. You are the most competent in the field ¢

a) Plannin

b) Organizin

¢) Human resourc
d) Leadershi

e) Contrc

f) Other

5. Howoften do you think about the future of

your firm?
a) Dalily
b) Few days a week
c) Few hours a month
d) Nothing of the above

2. According to your experience, what are the most
desirable features of a successful manager in
Croatia?

4. What is the most determining factor in planning
the future of the firm:

a) Business environme
b) Firm capabilitie

¢) Influence of the own
d) Competitior

e) Other

6. What has influenced your way of thinking abou
strategic development of your firm?

7. How long have you been working on the 8. Where did you work prior to your current

current position?
a) Lessthan a year
b) 2to 5 years
c) 6to 10 years

position:
b) Inside the firm
¢) Ina similar firm
d) Ina firm from a different industry

d) 11 years or more

9. How do you see strategic thlnklng’>

(e.g. What does it imply? How is it manifested?)



Part Two

Please circle the number that corresponds with gpimion about your firm according to the numbers:

1- No, | completely disagree. (This cannot be saidvgrfirm.)

2- No, | do not agree. (But things happen.)

3- Yes, | somewhat agree. (There are certain exengjion

4- Yes, | definitely agree. (Our firm is a perfect eyade for this statement).

Statement: No Yes
1. linsist on fulfiling each of the departm(s plar 1 2 3 4
2.  Top management is responsible for 85% of the mistak the firm 1 2 3 4
3. There are disputes and misunderstandings betweeateffartments in the firr 1 2 3 4
4.  While running a business we empize processe: 1 2 3 4
5. | always question myself «if a problem occurs, wéya we going to do? »andtry 1 2 3 4
work on the solution.
6. When planning, | work together with my team on salpossible scenaric 1 2 3 4
7. | often question thlogic of commonly agreed fact 1 2 3 4
8. When taking a decision, | try to think about therst@nd the best possible optis 1 2 3 4
9. There is an optimistic atmosphere within the fi 1 2 3 4
10. Our strategy is similar to the strategy of oompetitors. 1 2 3 4
11. Sometimes the compromises we are forced to doantintrour goals 1 2 3 4
12. Others’ missions and visions are alike, but sooars. 1 2 3 4
13. There have been many mistakes and we are now tiyiagrrect therr 1 2 3 4
14, | devote more time to current problems tlto strategic decisions and plau 1 2 3 4
15 Our future depends on others, not on 1 2 3 4
16. |react rather than act proactive 1 2 3 4
17. | consciously separate operative and strategiwities. 1 2 3 4
18. I reserve time for making plans about the futuierdation of the firm 1 2 3 4
19. | am well informed about and | comprehend the tatiprocesses in the firr 1 2 3 4
20. | follow/keep up with the literature on managemamdleadership 1 2 3 4
21. | try to implement some of the advice found in thkevant literature 1 2 3 4
22. | enhance my knowledge about firm’s strategic manaant. 1 2 3 4
23. Changes occur very often in the companies’ | 1 2 3 4
24, | boost,develop and support differences in the views ofsilii@ordinates 1 2 3 4
25. | am aware that | make deciss based on just a few pieces of informationthatme 1 2 3 4
may not be perfect.
26. | do everything in my power to avoid surprises lianning and business in genel 1 2 3 4
27. When confronted with an obstacle, | switch to darahtive plar 1 2 3 4
28. The owners and the Board of Directors pressure ashieve result 1 2 3 4
29. | have a clear vision of this firn 1 2 3 4
30. The future of this firm depends solely on the owmelecisions (private owner + 1 2 3 4
state).
31. Contradictory results of analysis do not blocktsigic decisions 1 2 3 4
32. Departments in the firm concentrate their efforistttemselves ratr than onthefirn 1 2 3 4
in general.
33. Employees are familiar with the firm’s mission,igis and strateg 1 2 3 4
34. Sometimes it is wiser to comply with the advice augnfrom the political powe 1 2 3 4
outside the firm than with the logics of businesthin the firm.
35. The final strategy depends on the strength ofritexést groups within the firr 1 2 3 4
36. | am interested in broader social and politicaliéss 1 2 3 4
37. | personally involve myself in the politically sétige situations in the firm 1 2 3 4
38. | follow the intuition in the moment of taking stegic decision 1 2 3 4
39. When taking a decision, my “guts” feeling is theidave element 1 2 3 4
40. | grasp the relations and patterns in confusedcantlex situations 1 2 3 4




Statements N Yes
41. Top management very often bases decisions on expe 1 2 3 4
42. | need a short period of time to comprehend the ptexity of a problem we ar 1 2 3 4
facing.
43, |If the?e are two opposing opinions, | decide which erthé most realistic 1 2 3 4
44. Different attitudes and opinions result in highaality solutions 1 2 3 4
45, | sometimes change the decision based on colleaigtiesnce. 1 2 3 4
46. Due to he complexity of the business environment, it ipdssible to meet alltt 1 2 3 4
stakeholders’ requirements.
47. | am able to prioritize between long and s-term problems 1 2 3 4
48. Disequilibrium and instability are not pleasant &y to either avoid or ignorether 1 2 3 4
49. Strategic orientation derives from the analysisexternal factors and factord 2 3 4
within the firm.
50. Managers working on strategic issues are spe@dllgated for suchatask 1 2 3 4
51. Good strategy is a prerequisite of business success 1 2 3 4
52. When we resolve problems, we select among severtbns in order tol 2 3 4
determine which solution is the most appropriate
53. In our firm, we do the planning by the book, i.eepsby-step from formulationl 2 3 4
through implementation up to control
54. The say of the top manager or the top managemamt iethe most dominatingl 2 3 4
in the process of formulating the strategy
55.  We use SWOT analysis 1 2 3 4
56. By forecasting, we provide some features needegdléoming 1 2 3 4
57.  Planning has to be formal and explicit 1 2 3 4
58. The plan is implemented by the strictly definegste 1 2 3 4
59. Once formulated the plans do not change 1 2 3 4
60. The firm has to pay attention to the drafts of lamsl regulations 1 2 3 4
61. The firm can only react to changes and adjust to market demands 1 2 3 4
62. The key of survival is to adapt to the environment 1 2 3 4
63. Some sets of norms and values in the firm are asityechanged 1 2 3 4
64. The firm has to follow the “rules of the game” bgtothers 1 2 3 4
65. Only the most flexible survive 1 2 3 4
66. Mentality and culture directly influence the firm 1 2 3 4
67.  We are too small to change the world 1 2 3 4
68. The environment directly and to large extent infices our strategic direction 1 2 3 4
69. The firm cannot do much if the opportunities in #m@vironment oppose itsl 2 3 4
success
70.  Firm receives the impetus to change from the enwrent 1 2 3 4
71. We try to be the first to launch the product on tharket in order to gainl 2 3 4
advantage
72.  Creativity is key factor in formulating strategy 1 2 3 4
73. We focus our energy on the new challenges andhegbrioblems from the pastl 2 3 4
74.  Strategy is the mix of intuition and wisdom 1 2 3 4
75.  We proactively create changes on the market 1 2 3 4
77. The market is a battlefield where we fight our wars 1 2 3 4
78. The most successful managers are the source ofations and ideas thatlead 2 3 4
to changes
79. Idea and work are crucial features of a succe$sfsiness 1 2 3 4
80. Itis important for top manager to be charismatic 1 2 3 4
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Statement: No Yes
81. We understand our competitors; therefore, we caechst their reactions and 2 3 4
behavior
82. Intended strategy might change if market changes 1 2 3 4
83. Team spirit and project approach to business credgmsant workingl 2 3 4
atmosphere
84. Training and further education is very importz 1 2 3 4
85. A valuable part of our firm is the tacit knowled@amployees’ knowledge thatishe 1 2 3 4
to formalize).
86. We work on building competitive advantag 1 2 3 4
87. Learningmakes the successful top mane 1 2 3 4
88. We do bhusiness only in the narrow segment in whietare the bes 1 2 3 4
89. Dynamics of the business is the result of the vii@ytbp manager thinks 1 2 3 4
90. Dynamics of business is the result of the way theleyees think 1 2 3 4
91. Intellectual capital is the most important sourtstoategy 1 2 3 4
Part Three

1. The top manager is:

a) Under 30 years old
b) 31- 45 years old

c) 46- 60 years old

d) 61 and over

3. The firm has been in busines

a) Less than three years
b) 4-10 years

c) 11- 30 years

d)

31 and over

5. You products/services are present 0

7. Your current position in the firm:

a) Domestic markets (Croatia)
b) Foreign markets
c) Both a) and b)

100%

2. The top managers’ level of education is:
a) High school diploma
b) College degree
c) Faculty degree
d) Masters or PhD degree

4. Your firm active mainly in:

a) Producing
b) Offering services

6. Ownership structure of the firm is:
a) Private
b) State
c) Both a) and b)

100 %

Thank you very much for your effd and collaboration!
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Doktorska disertacija opredeljuje pod@ poslovnih ved ter vklguje naslednjih pet
poglavlj: Uvod, StrateSko razmidljanje kot predpekh strateSkega managementa, Sole
strateSkega managementa, Endpiai raziskava vpliva Sol strateSkega managementa in
strateSkega razmisljanja na uspeSnost hrvaske tpade prakse, Rezultati empirijske
raziskave ter Sklep. V nadaljevanju povzemam vseposameznih poglavij.

1. Uvod

Prvi del disertacije predstavlja uvod v doktorskisedacijo. V tem delu predstavljam
problem in predmet disertacije, namen in cilje skavanja z znanstveno hipotezo ter
uporabljene metode in znanstveni prispevek dokewakdela. Na koncu pojasnjujem
strukturo doktorske disertacije.

StrateSki management je znanstveno pgdroki pomaga najviSjemu poslovodstvu pri
oblikovanju vizije podjetja in ciljev podjetja. @teski management tezi k zdruzevanju in
koordiniranju oddelkov, skupin, posameznikov inoteéga podjetja pri doseganju skupnih
ciliev. Razdelitev dela znotraj podjetja, konkuranspremenljivost okolja podjetja, razipst
interesov in dolgor@no pomanjkanje resursov oblikujejo ré&rke ideje in odnose. NaSteto
nedvomno vpliva na dinagnost in kompleksnost pri upravljanju podjetja. \Wkdaih
okoli&inah so velika podijetja nosilci gospodarskega rgzwdonkurenca na trgu sili podjetja
k zdruzevanju posameznikov in resursov. StrateSknagementedalje bolj pridobiva na
pomenu.

Namen doktorske disertacije je preveriti povezanosd strateSkim razmisljanjem in
pripadnostjo podjetja posameznim Solam strateSkegamagementa v velikih podjetjih
Republike Hrvaske. Njihovo medsebojno povezavo gmmmerjala z merili poslovne
uspesnosti, simer sem utrdila primernost uporabe sestavin skaiga razmisljanja in Sol
strateSkega managementa. Na taimaahko opredelim izhodéo tatko kvalitativnih in
kvantitativnih sestavin strateSkega managementakerspremljam njihovo razvojno pot.

Iz namena doktorske disertacije sem razvila njelje, &i jih opredeljujem v naslednje
skupine:

* Pregled teoretnih prispevkov strateSkega razmisljanja in prepgmembnosti, vioge
in sestavin le-teh kot predpostavke strateSkegagemnenta.

» Ugotovitev teoretinin stali€ in razmisljanja, ki jih zagovarjajo Sole strategke
managementa. Raahi avtorji in njihove, ¥asih nasprotujge si ideje, je potrebno
upoStevati kot dopolnitev teorije ter tako knito presojati o njihovih stalith. Poleg
tega je potrebno ob raatih pogledih predstaviti natéen pregled dosedanjih idej in
prispevkov na podkgu Sol strateSkega managementa.

* Z empiricnim raziskovanjem velikih podjetij v Republiki Hi$& sem testirala obstoj
teorettno postavljenih sestavin strateSkega razmisSljanja Sol strateSkega
managementa.

Poleg tega sem z emginim raziskovanjem primerjala povezanost sestaviatestkega
razmisSljanja in Sol strateSkega managementa z nepgs podjetja.

Temeljna hipoteza doktorske disertacijede,lahko spoznanja o sestavinah in povezavah
med strateskim razmisljanjem in Solami strateSkegamanagementa z razinimi merili
poslovne uspesnosti podjetja uporabimo kot izhodé& za razumevanje pristopa k
ucinkovitemu oblikovanju strateSkega managementa in jegovih kvalitativnih in
kvantitativnih sestavin v Republiki Hrvaski.



Postavila sem tri skupine hipotez. Prva skupinas®sSa na stratesko razmisSljanje, druga na
Sole strateSkega managementa in tretja na povdzat@eSkega razmisljanja in Sol
strateSkega managementa z vplivom na uspesSnostpdtie prakse.

2. StrateSko razmisljanje kot predpostavka strateSkga managementa

Drugo poglavje disertacije se ukvarja s strateSlaemisljanjem kot predpostavko strateSkega
managementa. Natémeje, govori o nénih opredelitve strateSkega razmisljanja, prigtogi
razumevanju le-tega, odnosih med strateSkim rajnj8in in strateskim planiranjem, kot
tudi o sestavinah, potrebnih za definiranje sfledga razmisljanja.

Termin strateSko razmisljanje prinasa veliko nagdrija in nejasnosti na podja strateSkega
managementaCeprav je koncept strateSkega razmisljanja prisotéteraturi Ze prekaetrt
stoletja, se termin Se vedno pogosto zamenjuje rPr.»strategijo, »strateskim
managementomg, »strateSkim planiranjem« (Bonn, ;200iedtka, 1998). StrateSko
razmisSljanje se uporablja v raatih konceptualnih okvirjih z znatnimi  razlikami
(Heracleous, 1998; Liedtka, 1998, 2000; Graetz,22@bnn, 2001, str. 63; O' Shannassy,
2003, str.54).

Stroka je mnenja, da strateSko razmiSljanje imjpiaciobstaja pri strateSkem planiranju in
strateSkih modelih. Le-ta verjame, da je stratesgmmisljanje tako samoumevno in
zaznavano kot naravna sestavina strategije, ki woee nbiti nhadome®na z raztinimi
metodami, tehnikami ali programsko opremo. Strate&zmiSljanje je nenadomestljiva
aktivnost ¢cloveSkih mozganov. Top managerji nhaj ne bi naddihesvojega strateSkega
razmisljanja z raztinimi orodji, temve& naj bi jih uporabljali le kot metodo za izboljSan;
strateSkega razmiSljanja. Raziskovanje strateSkagyaisljanja predstavlja izziv, saj je tezko
izmeriti njegovo bistvo (Rosche, 2003, str.1). Zat se pojavile mnoge interpretacije
vsebine, metod denja in izboljSanja te véke. Na podlagi raztnih definicij strateSkega
razmisljanja predlagam slefte definicijo: »strateSko razmisljanje je procesi katerem
posameznik zaznavauti, dojema, sprejema in odraza signale, ki lahglvajo na prihodnji
razvoj podjetja. Pri tem si posameznik izoblikupdadene oldutke, vtise in stali&, v skladu

s katerimi se obnaSa«.

StrateSko razmiSljanje kot sposobnost prgem na sledgh nivojih (Bonn, 2005):
zn&ilnosti posameznika, skupine in podjetja. K pri strateSkem razmiSljanju je
posameznik, vendar ta pride do izraza Sele na univoganizacije (Liedtka, 1998, 1999:
Liedtka and Rosenblum, 1996).

Razliéni strateski teoretiki in praktiki so mnenja, dgesatrateSkega razmisljanja tnoatfiti

kot vegino in da postane navada (Beckam, 1991; Hanfor@5;1Qiedtka, 1998; Ohmae,
1982, Pearson, 1990). Vsakodnevna vaja privedeagade; posameznik sprejme taina
ucenja kot mentalno vajo. StrateSko razmiSljanje ggicha poglobitev individualnega
razmiSljanja, preusmeritev dolg@re filozofije podjetja v prakso. Torset (Torset,02D
predlaga enega od moznih pristopov za razumevamgeskega razmisljanja. Prvi pristop je
nihilisticno stratesko razmisljanje. Porter pristopa k stka@mu razmisljanju kot konkurém
analizi podjetja (Porter 1987, 1996 povz. po Tqr2e01, str.13). Orodje za analizo koristi za
spodbujanje strateSkega razmisljanja s ciljem |itstle boljSe konkurefnosti. Drugi pristop

je strateSko razmiSljanje kot semént evolucija. Avtorji slednjega pogosto zamenljivo
uporabljajo s strategijo ali strateSkim planiranjélretji pristop je “neplanski” in predstavlja
poseben nan razmisljanja z dokenimi zn&ilnostmi, ki se bistveno razlikujejo od
strateSkega planiranja (Mintzberg, 1994 povz. psdip 2001, str.15).



StrateSko razmiSljanje pogosto primerjamo s stkateSplaniranjem. Vsi drugi vidiki
strateSkega managementa so precej oddaljeni ochlsttateSkega razmisljanja in tako niso
primerljivi. Prvi vidik je, da je strateSko planmg enako strateSkemu razmisljanju.
Raziskovalci dojemajo strateSko razmisljanje nakemg&in kot strateSko planiranje. Besedo
strateSko razmisSljanjeiporabljajo namesto planiranja (in obratno), nebdae spremenil
njihov pomen. Drugi vidik vkljduje dva pogleda. Prvi pravi, da je namen stratefkeg
planiranja izboljSati strateSko razmisljanje, drpgi, da se je strateSko planiranje razvijalo
skozi ¢as v strateSko razmisljanje. Tretji vidik smatrag de strateSko razmisljanje in
planiranje medsebojno izklujeta.

»Formalni« strateSki management je nezdruzljiv swvipn strateSkim razmiSljanjem
(Mintzberg, 1994, str.114). Sklepam, da gre za Kempntaren odnos med strateSkim
razmiSljanjem in planiranjem. S paeyanjem Stevila raziskav s tega pagiagoostaja razlika
med njima ditnejSa.

Skupina raziskovalcev poizkuSa razliko med strateSkazmisljanjem in planiranjem
napraviti oz. predstavitidgitnejSo. Bistvena razlika med njima je, da se pkare nanasSa na
programiran, analiéen miselni proces; strateSko razmiSljanje pa seaama kreativen,
divergenten miselni proces. Heracleous (Heracleb®88) razlikuje strateSko planiranje kot
»ucenje z eno zanko« (»single-loop learning«), stkate&zmisljanje pa kot »enje z dvojno
zanko« (»double-loop learning«) (Argyris, 1992).

Ceprav mnogi raziskovalci omenjajo strate3ko rajemj#, so samo nekateri raziskovali
bistvo strateSkega razmisljanja. Najbolj uveljav§eavtorja sta Jeanne Liedtka in Jacobs.
Liedtka (Liedtka,1998) definira pet sestavin, kizailni za strateSko razmisljanje: sistemski
pristop, strateSki namen, inteligentni oportunizeazmisljanje Wasu, postavitev hipotez in
testiranje. Najbolj izpopolnjena emginia Studija strateSkih lastnosti se imenusgrdtegic
leader development invent8ryRazvita je bila v sodelovanju fakultete vojaskih“Industrial
College of the Armed Forces”, ameriSkega vojaskagatuta “Army Research Institute” in
ameriSke vojaske fakultete “Army War College” testirana na razinih generacijah bodth
vojaskih oficirjev in drzavnih uradnikov v manageamena strateski ravni. Bistvene sestavine
te Studije so (Jacobs, 1994, str. 13): konceptuleksibilnost, polittna senzibilnost,
dolgorana perspektiva, dojemljivost in kompleksno razunmgwa Sestavine strateSkega
managementa po Liedtki in Jacobsu sem egrmranalizirala.

3. Sole strateSkega managementa

Tretji del disertacije predstavlja koncept Stiribl StrateSkega managementa in njihove
zn&ilnosti s kritcnim pogledom nanje.

Z oblikovanjem razlinih pogledov na vsebino strateSkega razmisljang koembinacijo le-
teh se ustvarjajo moznosti opazovanja Sirokega tspeadejavnikov, Zelenih in nezelenih
dogodkov ter konfliktov znotraj in izven podijetjg,katerimi se top manager vsakodnevno
sreuje. Prav ti razlini pogledi so prisotni v Solah strateSkega managémeGlede na
Stevilno literaturo (Mintzberg, 1994, Whittingtof993, McKiernan, 1996, Chaffee, 1985,
Mintzberg, Ahlstrand, Lampel, 1998, Haberberg, Rig@001) o razéinih pogledih na proces
strateSkega managementa sem predstavila nov, |gstedlog razvrstitve Sol strateSkega
managementa. Tako predlagam Kaei okoljsko, konkureino in sodobno Solo strateSkega
managementa (Jelenc, 2004).



Klasiéna Sola strateSkega managemenia skupni pojem za vse tiste ideje, ki predstgwlja
zgodovinski temelj podkga strateSkega managementa. Znotraj &lhesiSole strateSkega
managementa lahko govorimo o konceptualni in plamakvojni fazi Sole strateSkega
managementa. Konceptualna Spledstavlja osnovo za nadgrajevanje drugih idefoh
Osnovna ideja te Sole je vzpostavljanje skladnostd zunanjim in notranjim okoljem.
Christensen et. al. (1965) in Andrews (1971, 198¥#¥deljujejo, kako je proces oblikovanja
strategije kontroliran in premisljen ukrep.

Oseba, odgovorna za oblikovanje in implementagg@rhitekt—strateg oziroma top manager
(Mintzberg, 1994). Konceptualna Sola temelji naitpetatelin (Andrews, 1982, Rumelt,
1984): neformalnosti, enostavnosti, jasnosti, kveasti in edinstvenosti pri odtanju
stratega.

Oblikovanje strategije je proces prilagoditve pdgdjeokolju. Plansko Sol@a razliko od
konceptualne, dot@jo »formalni postopek, formalni trening in formal@analiza z mnogo
Stevili« (Mintzberg, Ahlstrand, Lampel, 1998). \higpomenu je potrebno uporabiti r&nie
analize znotraj in izven podjetja, s katerimi sdilkalpejo argumenti kot sestavine za plansko
osnovo prihodnjega razvoja. »Predvideti in priptissge« (Ackoff, 1983) predstavlja &atek
za planiranje prihodnosti podjetja. Cilji se takefidirajo bolj natatino, ¢emur sledi podrobna
pojasnitev korakov, ki so strogo predpisanicasovno usklajeni ter programirani. Pri tem
strategi uporabljajo Stevilne tehnike in metode, pualagi katerih se poskuSajam bolj
objektivno odl@ati, prav tako pa pozornost usmerjati k uréswanju strategij.

Okoljska Sola strateSkega managementesebuje vsa tista stale, ki opredeljujejo, kako na
proces strateSkega managementdnmoaelujejo vplivi, ki se nahajajo v okolju podpetle-te
je potrebno dobro spoznati in predvidevati. Upddj@v ideje predstavnikov te Sole
ugotavljamo, da se vplivi iz okolja ne morejo sprgati niti po mai in niti po zn&ilnostih.
Okoljska Sola smatra, kako vplivi nastajajo v olplglelujejo pa v podjetju ali vplivajo na
podjetje in njegovo poslovanje. Podjetja uporabljpjilagoditveno oziroma adaptivho Solo
(Lindblom, 1973, Mintzberg, 1973) v odvisnosti nkolpe, kjer se prilagajajo tako, da bi
prezivela._Polittna Solaponazarja nasprotje med posameznimi interesniapislmi in med
presojo posameznih skupin tmgori oblikovanju strategij (Pettigrew, 1977, Child972,
Simon, 1977). _KulturoloSka Solprikazuje skupek vrednot, preganj in norm. S tem
omogaa so@anje sestavin, ki so si po eni strani podobne, npgida razkéne. Na ta nén
prihaja do moznosti razinega razmisljanja in poslovodenja. Sistemska $dlaittington,
1993) smatra, da se obnaSanje posameznika lahlasmpog pripadnostjo posameznika
dolo¢enemu sistemu, natéameje mrezi druzbenih odnosov, ki se nanaSajo nartske vezi,
drzavo, profesionalno in poklicno ozadje, religijonarodnost, spol in druzbeni razred.

Konkurenéna Sola strateSkega managementaoudarja odkrivanje, doseganje in ohranjanje
konkurergne prednosti kot osnovni motiv, izvor energije mrok uspeha podjetja. Pozicijsko-
analiténa Solaprowiuje konkuremnost na ravni industrijske panoge (Porter, 19798019
1991). Konkurednost na ravni podjetja pa lahko ptojemo s pomgo podjetniSke
(Schumpeter, 1934, 1947) ali vizionarske S@eucker, 1970, Mintzberg, 1973); slednja
poudarja posameznika in njegove sposobnosti. Swlizhaja iz resursov in sposobnosti
(Grant, 1991, Barney, 1991, Teece, 1990, Penr@&8, Prahalad in Hamel, 1990) pojasnjuje
pomen sposobnosti, ki zaradi svojih ai@osti (vrednost, redkost, nezmoznost substituaije
kopiranja) lahko oblikujejo dolgotme konkuretine prednosti.




Sodobna Sola strateSkega managemenfsoudarja potrebo po medsebojnem razumevanju,
upoStevajo dejstvo, da konkure&ni boj zmanjSuje racionalnost poslovanja in takabslse
udelezence (Chaharbaghi, Willis, 1998). Zaradi ®ga@rioritete znanje,cenje in spoznanje,
kako biti drugagen od drugih oziroma, kako sodelovati z drugimina ta nain uspeti.
Sodobna Sola poudarja pometenja in spoznanja, kako bi se podijetja razlikowalasvojih
konkurentov. V tem pomenu_kognitivnha Sof#ick, 1987, Smircicha, Stubbart, 1985)
poskuSa ugotoviti, na kakSen ¢iva se oblikuje strategija v procesu razmisljanjeatsiga.
Uceca se SoldCyert, March, 1963, Normann, 1977, Argyris, 1986nge, 1990) opredeljuje,
kako se proces oblikovanja strategije kljub svamipleksnosti vseeno lahko oblikuje in
obvlada skozi &enje.

Vsaka od teh Sol ima svoje prednosti in slabostilidértaciji uporabljam tudi kritni pogled
pri vsaki izmed nastetih Sol.

4. Empiri¢na raziskava vpliva Sol strateSkega managementa strateSkega razmisljanja
na uspesnost hrvaske podjetniSke prakse

Cetrti del disertacije predstavlja metodologijo eripiega raziskovanja, pojasnitev

zn&ilnosti vzorca, strukturo vprasalnika in sestavia@eoblikovanje konstruktov strateSkega
razmisljanja in Sol strateSkega managementa tbovgi uspesSnosti poslovanja. Pri tem se
ukvarjam s statistnimi metodami.

Teorettno predstavljen del disertacije sem engpioi testirala na vzorcu top managerjev
velikih hrvaskih podijetij. Jedro analize je bilargepcija top managerjev o Solah strateSkega
managementa in sestavinah strateSkega razmislf@pjasno sprejeto je, da je top manager
glavna odgovorna oseba pri planiranju, urésvanju, kontroli in ocenjevanju procesa
strateSkega managementa. Baza podatkov, uporaldgembiro podjetij po kriteriju Stevila
zaposlenih, je uradna baza podatkov hrvaske gosgiaabornice (Hrvatska gospodarska
komora, www.hgk.hr). V trenutku priprave baze zg#mino raziskavo je le-ta zajemala 401
podjetij z minimalno 250-imi zaposlenimi. Pred emfmo raziskavo sem izvedla pilotsko
raziskavo na treh top managerjih in se posvetowaldvema profesorjema strateSkega
managementa. Empina raziskava je bila izvedenacasu od oktobra 2006 do junija 2007,
nanjo pa se je odzvalo 31,67 % respondentov.

Povpreéni respondent in povptao podjetje, ki se je udelezilo emgme raziskave, imata
nasledn;ji profil: na vpraSalnik so odgovarjali tm@anagerji (60,6%); starost top managerja je
med 46 in 60 let (56,7%); top manager ima univetai izobrazbo (66,1%); top manager je
na obstojéi poziciji med 2 in 5 let (41,7%) in je pred obs&y pozicijo deloval na drugih
pozicijah v podjetju (53,5%); podjetje delujecvéot 31 let (70,1%); podjetie je prej
proizvodno kot storitveno (55,9%); podjetje delm@ dom&em trgu (48%); podijetje je v
zasebni lasti (56,7%); podjetje deluje v predelovadustriji (44,9%); podjetje ima med 250
in 500 zaposlenih (55,9%).

T-test je dokazal, da razlika med odgovori respatmein nerespondentov niso statiat
zn&ilni pri naslednjih kriterijih: oblika lastniStvggravna oblika podjetja, izvor kapitala in
standardna klasifikacija dejavnosti. Stevilo zaposl v podjetju je edini kriterij, ki kaze
statisttno znd&ilno razliko med respondenti in nerespondenti. &alpst sem testirala na
podlagi dveh metod “construct validity” in “face IvhAty”. Vsak konstrukt strateSkega
razmiSljanja in Sole strateSkega managementa prd@sh na podlagi nekaj trditev, ki so v
skladu s teoretnim ozadjem.



5. Rezultati empiri¢ne raziskave

Peti del disertacije predstavlja rezultate endpei raziskave in njihovo interpretacijo.
Rezultate predstavljam z upoStevanjem hipotez ater& se le-ti nanasajo. V samem procesu
raziskovanja hipotez ter njihovi zavrnitvi, potrdiali delni potrditvi navajam tudi zaklfke

in implikacije obravnavanih hipotez.

Sestavine strateSkega razmiSljanja, s katerimiopentanagerji najpogosteje strinjajo, So:
hipoteteno razmiSljanje; razumevanje paradoksa, kompleksnaa negotovosti;
profesionalne sposobnosti in sistemski pristop.ePrv zn&ilnosti prikazujejo sposobnost
upreti se preprekam in vzorcem ozko usmerjenegaigfjanja. Najredkeje naStete sestavine,
s katerimi se top managerji strinjajo, so: fleKisibst, zaznavanjéasa, polittna olgutljivost

in intuicija. Top managerji verjamejo, da se sposxdb strateSkega razmisljanja lahko udejani
samo na nivoju podjetja. V kolikor niso podprtiehninim znanjem in izkusSnjami, je tezko
verjeti v uspeh.

Velik del trditev strateSkega razmisljanja je pas@z nekaterimi kontingénimi dejavniki,

ki vplivajo na podijetje ali na top managerja. Kagertni dejavniki, ki vplivajo na podjetje,
so: oblika lastniStva podjetja, tradicija podjetj@javnost podijetja (proizvodno ali storitveno)
in vir vpliva na top managerja. Kontingan dejavniki, ki vplivajo na top managerja, so:
raven izobrazevanjagasovno obdobje pozicije top managerja in pogostidivhega
strateSkega razmisljanja.

Pozitivne finakne rezultate pokaZzejo tista podjetja, ki so breartana popravljanja preteklih
napak. Le-ta so usmerjena na sedanjost in prihddnose na preteklost. Top managerji
uspesnih podjetij svoje zaposlene gledajo kot eaenn jih spodbujajo k uporabi raatiih
stali¥ v medsebojnem pogovoru in diskusijah ter tudi kegmanju odlditev. Velika
podjetja so kompleksni organizacijski sistemi ifhayi top managerji se poskusajo izogibati
presengenjem v planiranju ter na splosno pri poslovodedalctitve se ne spreminjajo
oziroma top managerji v bolj uspesnih podjetjihosphe spreminjajo svojega mnenja in
odlacitev na zahtevo svojih kolegov.

Faktorska analiza je pokazala Sest konstruktowestkaga razmisljanja, ki so po testiranju
zanesljivosti pripeljali do treh ztignih konstruktov strateSkega razmisljanja. Prvn&tukt

je ozn&en kot angleski akronim “HEAR” (h-hypothesis, e-ewp a-agnostic, r-
responsibility), drugi kot “FIRM” (f-fixing problers, i- introspective, r- reactiveness, m-
melancholic) in tretji kot "POST" (p- perceptive, @ptimistic atmosphere, r- resemblance, t-
technical ability). Najbolj pogosto se uporabljanktrukt HEAR, sledita mu POST in FIRM.
Pri merjenju notranje zanesljivosti uporabljam Qrach alfo, ki je na spodnjem nivoju
sprejemanja.

S pomgjo faktorske analize med Stirimi teoketimi Solami dobim tri Sole strateSkega
managementa, in sicer: kl&so, okoljsko in konkurefno-sodobno Solo strateSkega
managementa. Top managerji najpogosteje uporal@&urerno-sodobno, sledi klagia,
medtem ko je na zadnjem mestu okoljska Sola. Vignala so top managerji, ki so dajali
prednost zndlnostim konkuregino-sodobne Sole strateSkega managementa, imeBebol]
financne rezultate v primerjavi s top managerji, ki s¢i gaednost drugim Solam. Na top
managerje, ki so izbrali klasio Solo strateSkega managementa, vplivajo trg stnild, na
okoljsko Solo pa trg in politika, na konkutgm-sodobno pa vse razen politike. Podjetja z
zasebnim lastniStvom so bolj nagnjena h konktmersodobni Soli, medtem ko so podjetja z
drzavnim lastniStvom v svojih odiitvah bolj nagnjena k okoljski Soli strateSkega
managementa.



Pri ugotavljanju povezanosti med sestavinami stkaga razmisljanja in Solami strateSkega
managementa uporabljam regresijsko analizo. Staitsznd&ilna povezava dokazuje, da je
konstrukt HEAR pozitivno povezan s kl&so in konkuretino-sodobno Solo strateSkega
managementa. Konstrukt FIRM vpliva statish zn&ilno na pozitivni ravni samo na
okoljsko Solo strateSkega managementa. KonstrukRTP@a vpliva tako na klagno kot
konkurergno-sodobno Solo strateSkega managementa, ventati&ta zn&ilno na negativni
ravni.

Ce pogledam podjetja, ki imajo zZfimosti strateSkega razmisljanja usklajene s 3olami
strateSkega managementa, opazim, da nimajo baldeiie rezultate v primerjavi s tistimi,

ki le-teh niso imele usklajene. Z zadrzkom zakljem in pojasnjujem odnos med
konstruktom FIRM in konkuramo-sodobno Solo.

V obdobju 2004-2006 sta najbolj prepoznavndimea strateSkega razmisSljanja HEARe(
upoStevam kriterij vrednosti ROA) ali FIRM upoStevam kriterij vrednosti ROE). Med
Solami strateSkega managementa sta najbwikaviti konkurergno-sodobna Sola strateSkega
managementaté upoStevam kriterij vrednosti ROA) ali okoljskda@@e uposStevam kriterij
vrednosti ROE).

Pri analizi odnosa med konstrukti obeh strateSkimisljanj (HEAR in FIRM) in Solami
strateSkega managementa z ROE v obdobju 2004-20@4i statisttno zn&ilni nasledniji
odnosi: konstrukt HEAR pojasnjuje 17,8%, konstrekRM 11,1%, konstrukt PORT 2,3%,
klasikna Sola pa 2,3% variance ROE. Variance v ROABel@ojasnijo s statisino manjSo
zn&ilnostjo in majo.

Model strukturnih engb ponuja nove vpoglede v raziskavo. Na podlagietarih, v katerem
sem upostevala ROE, sem priSla do naslednjih z#ddyu predlagani model in njegove
komponente so samo eden izmed moZnikkinoa, s katerimi lahko prikazemo vpliv
konstruktov strateSkega razmisljanja in Sol sti@ga managementa na uspesnost poslovanja
podjetij. Obstaja tudi mnozica dodatnih dejavnik&vyplivajo na konkstrukte in finamo
uspesnost podjetja. Konstrukt HEAR vpliva neposoeidindirektno; PORT vpliva neposredno

in negativno; FIRM nima neposrednega vpliva na nosti ROE. Klasina Sola strateSkega
managementa negativno vpliva na ROE, medtem kgsieoin konkuredno-sodobna Sola
sploh nimata neposrednega vpliva na ROE.

6. Sklep
Zadniji del disertacije povzema glavne ugotovitveanultate raziskave.

Namen tega dela je bil ugotoviti povezave med as$iain razmisljanjem in Solami strateSkega
managementa ter njihove vplive na uspesnost pagi@welikin podjetij v Republiki Hrvaski
in posledéno predstaviti najbolj &inkovit pristop strateSkega razmisljanja.

StrateSki management je veda, ki je in bi moratausmerjena proti ciljem in finagmim ali
nefinartnim rezultatom poslovanja podijetij. Med strategijofinancnimi rezultati podjetja
obstaja veliko dejavnikov, ki vplivajo na njihovoeaisebojno povezavo in zaradi tega je
skoraj nemogée zaznati njihov neposreden odnos. S poskusi oldilja neposrednega
odnosa strategije in fidaih rezultatov lahko top manager zazn&imavpliva strateSkega
managementa na uresevanje planiranih ciljev, oblikovanih skozi finare rezultate. Sole
strateSkega managementa so poskusi pridobitveeui@gla razéine pristope in paradigme
strateSkega managementa, oblikovane kot medsedmijiois skupine top managerjev, podjetij
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in okolja. StrateSko razmiSljanje je sposobnostjekiedro strateSkega managementa. Ni
pomembno, koliko metod, orodij in tehnik top mangiggporabljajo, saj nobeno od nastetih
ne more biti nadomestilo za strateSko razmisljaBjednje je sposobno&ibveskega obstoja,
posameznika, ki se razvija v skupini, teamu in tdspja o strateSkem razmisljanju, vendar
samo ko je prepoznaven na dmoem nivoju v podjetju.

Disertacija je uspesno dosegla nekaj ciliwvi cilj je bil predstaviti pregled dosedanjih
teorettnih dosezkov na podéu strateSkega razmiSljanja. Disertacija povzemndidae
pristope strateSkega razmisljanja in definicijep&imagajo ustvariti kriten pregled izbranih
prispevkov. Predlagam definicijo strateSkega raljamf@, s katero Zelim spodbuditi nove
naine razumevanja strateSkega razmiSljanja izven rouvistrateSkega managementa.
StrateSko razmiSljanje se lahko razdeli na tri ravdividualna, skupna ali timska in raven
podjetja. Razpravo o odnosu strateSkega razmidhsinpteskega planiranja zakijpn z
dialekticnim modelom.

Drugi cilj disertacije je teoreino obdelati Sole strateSkega managementa. Laktkone da
Sola strateSkega managementa zajema pristop topageiga k procesu strateSkega
managementa. Ragie Sole strateSkega managementa so pravzapratneapkradigme, ki
jih top managerji uporabljajo, da bi dojeli procesateSkega managementa. Med top
managerji znotraj ene od Sol strateSkega managanugtajajo podobne perspektive in
mnenja 0 mnozici razinih poslovnih odlditev, ¢e pa primerjamo dve razhe Sole
strateSkega managementa, lahko ugotovimo, da ajmsstap&ilne razlike. V odvisnosti od
kriterijev obstaja veliko teoretnih razvrstitev procesa strateSkega managementaff@eh
1985; Hampden- Turner, 1993; Whittington, 1993; tdierg, 1994; McKiernan, 1996;
Mintzberg, Ahlstrand, Lampel, 1998; Haberberg, Rae@001). Vsaka od predlaganih
razvrstitev je rezultat subjektivnih kriterijev avja in ponuja njegov pogled na proces
strateSkega managementa. Moj prispevek pri rapvirsol strateSkega managementa temelji
na dve kriterijih:casovnem horizontu sprejemanja strateSkega managgek@rnvede in viogi
top managerja v procesu. UpoSte¥ammenjene kriterije obstajajo Stiri Sole strate$keg
managementa: klasia, okoljska, konkurema in sodobna. Teorétii pregled zakljagujem s
kriticnim pregledom vsake izmed Stirih omenjenih Sol m@&aom, da predstavim ravnovesen
in objektiven pogled na njih.

Tretji cilj je bil empirtno testirati vpliv strateSkega razmisljanja in SitateSkega
managementa na top managerje velikin podjetij neagkem. StrateSko razmisljanje, Sole
strateSkega managementa in fiérzan uspeSnost so teoteti konstrukti in vsak od njih se
lahko izkaze skozi razihe n&ine: deset konstruktov strateSkega razmiSljanjatesiski
pogled, ustvarjanje in testiranje hipotez, osretht{e, percepcijacasa, profesionalna
sposobnost, fleksibilnost, poliha olgutljivost, intuicija, paradoks/negotovost), Stirol&
strateSkega managementa (kiaai okoljska, konkure@ma in sodobna) in dva &iaa
merjenja finatne uspesnosti (ROE, in ROA).

Prispevek te disertacije lahko razdelim na prisgeketeorettnemu in metodoloSkemu
razvoju ter na prispevek praksi, katerega razdeiansplosSni prispevek k praksi in na
prispevek k praksi velikin hrvaskih podjetij. Preyek k teoretinemu in metodoloSkemu
razvoju obsega naslednje ugotovitve:

» Vseobsezen pregled literature iz strateSkega r§ame StrateSko razmisljanje je
premalo raziskan, samoumeven koncept, kateregakoaalci uporabljajo, a ga ne
razlagajo s svojimi prispevki. Ne obstaja mozndstienja strateSkega razmisljanja v
obstojei literaturi. Prispevki so fragmentirani in razens v razlénih publikacijah na
podraju managementa, strateSkega managementa in pgieolo
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StrateSko razmiSljanje se razlaga n& ra/neh. Prva raven zajema definicije in njihov
kriticni pregled. Na drugi ravni so obdelani raali pristopi k strateSkemu
razmiSljanju in njihova kritina perspektiva. Tretja raven zajema odnos mecSkiat
razmisljanjem in strateSkim planiranjem, ki je @pis/ dialekitnem modelu.
Utemeljena definicija strateSkega razmisljanja.

Razlaga elementov strateSkega razmisljanja z viddaicnih kriterijev in virov.
Ustvarjanje razvrstitve — konktrukt desetih pomeinbelementov, ki zajemajo
sposobnost strateSkega razmisljanja.

Literatura ponuja mnozico raghih teorettnih pristopov k strateSkemu razmisljanju,
pa vendar jih samo Jacobs (Jacobs, 1994) efmpiraziskuje. Disertacija ponuja eno
izmed prvih empiginih raziskovanj elementov strateSkega razmislj@rgdoela 27).
Vseobsezen zgodovinski pregled pagao strateSkega managementa s posebnim
poudarkom na proces strateSkega managementa.

Obdelava mnozice razvrstitev Sol strateSkega manage.

Ustvarjanje nove klasifikacije oziroma razvstitvel StrateSkega managementa, ki
temelji na dveh kriterijihntasovnem horizontu sprejemanja strateSkega managgmen
kot vede in vlogi top managerja v procesu. Prediagazvrstitev sestavljajo: kl&sia
Sola, okoljska Sola, konkuréma Sola in sodobna Sola. Empiva raziskava, ki sem jo
izvedla v eni Zupaniji na Hrvaskem (Jelenc, 20@#)yaziskava, ki sem jo izvedla na
celotnem hrvaskem teritoriju, dokazujeta obstohté®l strateSkega managementa:
klasine, okoljske in konkur@mo-sodobne Sole.

Kriticen pregled Sol strateSkega managementa z namen@marga objektivnih
vrednot in prispevkov vsake od Sol.

Ustvarjanje konstruktov strateSkega razmisljanjgaihstrateSkega managementa.
Empiricna raziskava konstruktov strateSkega razmiSljanja Sol strateSkega
managementa, njunih medsebojnih povezav in vpligarerultat velikih hrvaskih
podjeti. Do sedaj ni bila izvedena nobena enipai raziskava s predlaganimi
konstrukti.

Empiricna raziskava rezultira v mnozici informacij o kvafivnih in kvantitativnih
zn&ilnostih strateSkega managementa v velikih hrvaphkitijetjih.

ObseZzen model tolnanja odnosov med strateSkim razmiSljanjem in Solami
strateSkega managementa, ki zajema tudi njihov vigifinartne rezultate.

Splosni prispevek za prakso obsega naslednje uigeov

Top managerji naj bi dojemalstratesko razmisSljanje kot jedro strateSkega
managementa proces, katerega ni mozno nadomestiti z nobeniradjem,
metodologijo ali raunalniskim programom. Orodja, metode iduaalniSki programi
ponujajo pomd in nasvete za boljSe udejstvovanje strateSkegaig§anja. Ce
strateSko razmiSljanje s pofjo ene izmed metod prinasa boljSe rezultate, se ta
metoda lahko uporabi. Po drugi strate se strateSko razmiSljanje ne izboljSa s
pomaijo ene izmed metod, metoda ni primerna za upor8amo najboljSi strategi
razvijajo in uresniujejo popolne strategije, vsi ostali potrebujejonmd konzultantov,
treningov, seminarjev in knjig. Top managerji seraj zavedati, da ne obstaja
zamenjava za stratesko razmisljanje in da je odymab za izvedbo tega procesa na
njih.

Proces strateSkega razmisljanja s€n@is podporo skupin in timov in v zadnji fazi
strate3ki potencial 2ae obstajati nanivoju podjetja. Ce organizacijska klima ne
podpira uveljavljanje strateskih idej posameznika €e prihaja do izgubljanja
njegovih idej, lahko r&emo, da to predstavlja neizkatehi potencial.
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Top manager naj bi bil pri strateSkemu razmisljaoglprt za dojemanje razhih in
nekonvencionalnih virov idej. Predlagana definicija strateSkega razmisljanjanza
n&ine, ki predlagajo, kako se ta proces lahko zgodkako se le-ta odraza na top
managerjih.

StrateSko razmisSljanje je sposobnost, ki jo top agani morajo razviti, trenirati in
uporabljati vsak dan. Cim vet top managerjev uporablja stratesko razmisljamje t
bolj razvijajo svojo sposobnost razmisljanja naateki nain in s tem posledno
dosegajo boljSe rezultate.

Obstajajotri dimenzije sposobnosti strateSkega razmiSljanja. Prva dirjeejezizbran
element, druga je ndodolotenega elementa in tretja je kombinacija raeh
elementov. Obstaja mnozica r&nih seznamov potencialnih elementov strateSkega
razmisljanja in noben ne zajema vse mozne elenwratesSkega razmisljanja. Cilj ni
narediti vseobsezni seznam teh elementov, ampakodgiona najbolj pomembne
elemente, ki so pomembni za strateSko razmislj&igebolj poglobljeno pogledamo,
ugotovimo, da gre za normalne sposobnosti, kinia vsak zaposleni oziroma vsak
clovek. Sposobnost strateSkega razmiSljanja zajemasamo obsezni seznam
elementov, ampak tudi top managerjevo osebno primgposobnost. To zajema tudi
tiste elemente, katere naporno razvija, uporaldjgijo v dolccenih situacijah. Ni
pomembno, da top manager obvlada 8et® elemente sposobnosti strateSkega
razmisljanja, temuetudi, da izrazi mod le-teh. M@ vsakega posameznega elementa
bo odl@ila o najbolj prevladaj@ih elementih sposobnosti strateSkega razmisljanja.
Tretja dimenzija sposobnosti strateSkega razmijgljapredstavlija kombinacijo
razlicnih elementov, katere posamezni top manager vgrasvojo sposobnost. S
kombinacijo dveh ali v& elementov top manager ustvarja svoj vzorec spasibn
strateSkega razmisSljanja.

StrateSko razmisljanje in strateSki managemed samozadostni konceptipotrebno

jih je prilagoditi specifinemu okolju panoge in problemu podjetjacagih je bolj
pomembno en problem razreSiti, ne da se slepo jazina dol@eni proceduri
strateSkega planiranja. StrateSko razmiSljanje ate SstrateSkega managementa
ponujajo odgovor na vprasanjAKO , z druge strani bosta speéifi problem
podjetja in panoga odgovorila na vpraSakgel . Glede na omenjeno, lahkocesno,

da strateSki management predstavlja visji nivo @aa je uporabno samo, kadar so
tehnitne sposobnosti na nizjem nivoju znanja dojete.

Ideje in koncepti strateSkega razmisSljanja in SwhteSkega managementa lahko
pomagajo pri ustvarjanjprogramov za usposabljanje top managerjev o0z. za
usposabljanje poslovodenja podijetij. Ta progranogg@osabljanje se lahko osredto
na managerje na srednji ravni, ki kazejo potencidla bi lahko napredovali do
poloZaja top managerja, in naj bi se osredibtta razvoj posebnih sposobnosti, ki so
pomembne za uspeSne top managerje. Slednje zapwea] Isposobnosti na dveh
podraijih: managementa in psihologije. Management je poben, ker prinasa znanja
0 vodenju, koordinaciji, kontroli, organizaciji planiranju. Z druge strani je za top
managerje psihologija pomembna, ker jim om@gala bi spoznali samega sebe, svoje
osebne potenciale in meje, énder slabosti. S tem, ko sami sebe bolj razumigp,
managerji bolj uspesno vodijo druge ljudi. Primak&ne kombinacije je program
usposabljanja poslovodenja podjetij na Ekonomdkiltati, Univerze na Reki.
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Prispevek za prakso velikih hrvaskih podetij:

Teorettna razprava o strateSkem razmiSljanju top managerje prinasa obilo
prakticnih vrednot. Torej, naj bi se osredétona empirgno raziskavo, ki ponuja
rezultate primernih r@nov strateSkega razmisljanja in Sol strateSkegaag@menta
glede na dva finama kazalca (Tabela 28: Pregled endpiei raziskave).

Top managerji najbolj pogosto razvijajo nasledrigrente strateSkega razmisljanja:
ustvarjanje in testiranje hipotez; razumevanije gakaa, kompleksnost in negotovost;
strokovne sposobnosti; sistemski pogled in narawsian prinodnost.

Top managerji najmanj razvijajo elemente, kot sotagodljivost, percepcijaasa,
osredotdenost, polittna olgutljivost in intuicija, ki jo najmanj uporabljajo.

Najbolj primeren n&n razvoja strateSkega razmisljanja med velikimvaskimi
podjetji je HEAR e upoStevam kriterij uspesnosti poslovanja ROA)FHRM (¢e
upoStevam kriterij uspesnosti poslovanja ROE).

Razvoj strateSkega razmisSljanja v povezavi s kak&im HEAR se bo najbolj
verjetno zgodil storitvenim podjetjem in podjetjeknso naravnana na dottag. Top
managerji strateSko razmisljajo vsak dan in njihetrateSke odlbtve so veéinoma
pod vplivom trga, lastikov in samega top managérf@ managerji, ki imajo HEAR
nain strateSkega razmisljanja prispevajo k stabilnim pozitivnim finartnim
rezultatom, neodvisno od panoge, kjer delujejotd_@onuja pozitivho izhodige za
razvoj dveh 3ol oziroma bolj konkretno za kéasi in konkuretino-sodobno Solo
strateSkega managementa. Do konflikta med pretigkl@si jo predstavlja klagna
Sola) in prihodnostjo (ki jo predstavlja konkuten-sodobna Sola) ne prihaja, terve
HEAR prinasa odtino podlago za uspeh podjetja.

Uporaba konstrukta HEAR je pomembna pri édi@h o strateSkih vprasanjih, ko se
top manager odi@a kot posameznik, kar pa pozitivno vpliva na vrednBOE. Z
druge strani¢e top manager, ki razvija sposobnost strateSkemyai$janja v povezavi
s HEAR, deluje v podjetju, ki funkcionira s kl&so Solo strateSkega managementa,
pravi potencial HEAR konstrukta ne bo popolnomappmman in izkori&n. V tem
podjetju bodo pozitivne (ali negativne) vrednostafitnih kazalcev rezultat klasie
Sole, ne pa potenciala top managerja.

Najbolj primeren pristop k procesu strateSkega memeenta med velikimi hrvaskimi
podjetji je konkuretino-sodobna Solat¢ se uposteva kriterij ROA) ali okoljska Sola
(¢e se uposteva kriterij ROE).

Konkurertno-sodobna Sola je pristop k strateSkemu manageimkjer top manager
odloca o strateskih vpraSanjih pod rénimi vplivi (razen politike). Podjetja, kjer
prevladuje konkurefmo-sodobna 3ola, so v zasebnem ali v meSanem3astnie
top manager uporablja ta pristop k procesu stratggsknanagementa, ustvarja ¢ga

v katerem se lahko pokazejo pozitivni in zelo visbikancni rezultati ne glede na
osebno sposobnost strateSkega razmisljanja topgegaa

Odnos med Solami strateSkega managementa in RQEelge posreden in obstaja
mnozica razlinih dejavnikov, ki vplivajo na ta odnos. Klasa Sola ima negativen
neposreden vpliv na ROE in med ostalimi dvemi Solspioh ni neposrednega vpliva
na ROE. To pomeni, da top managerjeva percepajjeepa strateSkega managementa
kaze slabsi vpliv ali pa vpliva na uspesnost vhlikivaskih podjetij sploh nima.

Ce pogledamo konstrukte strateSkega razmisljanjasitjecija nekoliko drugma.
Konstrukt HEAR pokaze neposreden in pozitiven ypIRORT pokaze neposreden in
negativen vpliv na vrednost ROE. Konstrukt HEARvagia pozitivno ozrge v
razlicnin podjetjin, medtem ko PORT ustvarja negativhoatje v katerem koli
podjetju.
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V tej raziskavi obstaja nekaj omejitev s teate¢iga in empitinega zornega kota. Teoreti

del disertacije je osnovan na podlagi Stevilnihlj@mg in predpostavk o top managerjih, ki so
zadolzeni za oblikovanje, uresavanje strategij, kontrolo in ocenjevanje procesov
strateSkem managementu. Obstajajo Stevilne izjekneso zn&ilne za nekatere panoge,
podraija, drzave in kulture. Kljub temu so bile predpekeizdelane kot solidna osnova za
postavitev hipotez, modelov in zakikov. Na vpraSalnike je odgovarjal vedno samo en top
manager v posameznem podijetju. Celotna disert@gchda osnovana na ravni subjektivnosti,
ki je dovoljena, in se uporablja v raziskovalnetaturi strateSkega managementa.

Po izvedbi testiranja v tem delu obstaja nekaj uiewe za nadaljnje raziskovanje. Sole
strateSkega managementa so ena izmed tem, ki badne tudi v prihodnje kot metoda za
merjenje napredka na podjo strateSkega managementa. Sole strateSkega nmasaigese
ne bodo pogosto pojavijale, vendar bodo kljub tegpamujale poglobljen in posodobljen
pregled obstojgh paradigem strateSkega managementa.

StrateSko razmiSljanje je tema, ki bo popularnao tak prakténih kot tudi akademskih
raziskavah. Le-ta naj bi temeljila na d&doih zngilnostih strateSkega razmisljanja in
njihovih kombinacijah, zlasti jo uporabljajo top nagerji v razknih kuturnih okoljih, zlasti
pri zaznavanju zré@dnosti strateSkega razmisljanja, kot tudi pri r&zih stopnjah razvoja
strateSkega razmiSljanja. Potemtakem secaktije, da bo raziskovanje strateSkega
razmisljanja v prihodnje &pnejSe in bo zahtevalo kombinacijo raziskovanjapodraju
managementa in psihologije. Raziskovalci bodo tapmagerjem vedno Zeleli razloziti proces,
medtem ko bodo le-ti pripravljeni odkrivati skrivsto strateSkega razmisljanja v skladu s
pricakovanji, da bodo postali boljSi itinkovitejSi strategi.
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