TOPIC TEN
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Benefits of strategic evaluation and control
What are the main benefits of strategic evaluation and control? There are three:
• They provide direction. They enable management to make sure that the
organisation is heading in the right direction and that corrective action is taken
where needed.
• They provide guidance to everybody. Everyone within the organisation, both
managers and workers alike, learn what is happening, how their performance
compares with what is expected, and what needs to be done to keep up the good
work or improve performance.
• They inspire confidence. Information about good performance inspires
confidence in everybody. Those within the organisation are likely to be more
motivated to maintain and achieve better performance in order to keep up their
track record. Those outside – customers, government authorities, shareholders –
are likely to be impressed with the good performance.

Linking rewards to evaluation and control
Rewards are absolutely, positively everything!
Does your compensation program reflect your employee’s contributions to your
company’s success? Has your company developed a way to track all aspects of
performance including, among other factors, leadership, customer services, and
profitability? Do your employees value the rewards superior performance
brings? Does everyone, for example, prefer money? Do you allow ‘different
strokes for different folks?’ How often do you bestow rewards? Do you present
awards spontaneously, or do people know that there are only specified times
when they can hope to gain recognition for their efforts?
Adapted from Wetherbe, J C (1996). ‘The world on time’, Vision Book Summaries, No.156.
Does your company restrict reward giving to the annual review? Is money the only
kind of reward? Do you use performance data to plan and evaluate track records?
Such scoreboards allow managers to acknowledge performance with appropriate
rewards.

An aside
The ship arrived in Redwood City, California with three grades of chrome ore. At the predischarge
meeting, the cargo plan was offered to the berth supervisor. He refused to take
it: ‘We have all the paperwork and don’t need anything from the ship,’ were his words.
Discharge started and went on for three days. They discharged each grade separately,
moving it to the other side of the cargo shed where it was all collected in one big heap
and loaded onto trucks for delivery to the factory.
On the third day the same berth supervisor came with a query: ‘Where are the other
grades of the ore?’ At this stage the cargo was nearly fully discharged - a very expensive
mistake.
9.2.1 How the process works
The way the evaluation and control process works is quite straightforward: set
objectives, evaluate actual performance against the objectives, and, based on the
evaluation, take whatever action is necessary (see Figure 9.2).
1
Set objectives
2
Evaluate actual
performance against
objectives
3
Based on the
evaluation, take the
necessary action
If performance is OK,
continue monitoring
If not, take corrective
action
Figure 9.2 How the evaluation and control process works
Consider this
Of these three steps, which would you say is the most problematic? Think about it
for a few minutes before reading on.
Setting objectives (step 1)
Determine the types
and sources of
information required
Collect data
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If you chose the first step, ‘setting objectives’, then you are right. Essentially, this
involves looking at strategic targets. These could be your strategic goals and
objectives, or operational plans and programs that have been set up to meet the goals
and objectives while ensuring that they have measurable outcomes.
The difficulty in setting objectives lies not so much in specifying the outcomes
themselves as in (a) identifying those areas where performance objectives should be
set and (b) evaluating whether the level of performance set is appropriate.
To set objectives properly, the first thing to do is to establish which areas require
performance objectives. Start with the big picture, then narrow down to the most
essential:
􀂄 What specific things must be done to ensure the success of the strategic plan?
􀂄 Of these, which are the most important?
Those that are identified as most important then become the areas where objectives
should be set. This is very important! Please do not try to set objectives in every area.
This shotgun approach is doomed to fail! Be more focused.
Another equally important consideration when setting objectives is determining
whether they are realistic and attainable. There is no point in working yourself (and
all those people who have to follow your orders!) to the bone if the objectives you
have set are altogether unrealistic. To guard against this, a concept called
benchmarking can be a useful tool. Benchmarking simply means finding out how
well your main competitors are doing and comparing your performance against
theirs. In this way, you can set targets that equal, or are better than, what the
competition is offering.
When setting performance objectives, also bear in mind these other useful pointers.
􀂄 Objectives should focus on three main areas of performance:
– how people perform
– how equipment functions
– how money is used
􀂄 To make sure that objectives fully describe the type of performance required, try
viewing performance along five dimensions:
– quantity: volume of work completed (number of tasks completed, number
of units sold, volume of money spent etc)
– quality: how well a task was done (number of satisfied customers, number
of rejects/repeats or things that had to be redone etc)
– cooperation: working well with others, providing support where needed
(interdepartmental sharing of resources and personnel, trading information
etc)
– dependability: doing a task according to expectations (completed work on
time and when needed, reduced number of sick days, etc.)
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– creativity: finding new or better ways of doing things (coming up with
new ideas on how to increase revenue, reduce cost or complete a task, etc)
􀂄 Good performance objectives should always be SMART. That is, they should be:
Specific: a specific area of improvement is targeted for
Measurable: some indicator of when it is complete
Assignable: someone is responsible for its achievement
Realistic: the level of performance expected, given the resources
Time-related: when the task should be completed by
Remember we introduced objectives in an earlier module?
Below are some examples of objectives that might be set.
• Reduce the expense budget by five per cent over the next 12 months.
• Reduce the number of customer complaints by 10 per cent over the next six
months.
• Increase the client base by five per cent over the next 12 months.
[bookmark: _GoBack]• Reduce the truck waiting time by half an hour per vehicle over the next six
months.
• Increase the number of container lifts per working hour by five per cent in the
next six months.
Evaluating objectives (step 2) and taking action (step 3)
The second and third steps in the evaluation and control process, evaluating
objectives and taking action, tend not to be as problematic as the first. Once the
appropriate objectives are set, the next step is to carry out the evaluation. This
involves (a) determining the types and sources of information required to compare
actual performance against the standard, (b) collecting the information, and (c)
based on the information collected, doing a comparative analysis. Once done, the
final step is to determine what action is necessary. Is everything fine? Then keep up
the good work and continue monitoring. Have any problem areas cropped up? Then
some corrective action must be taken to ensure things remain (or go back) on track.
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How often you should assess deviations from objectives depends on the nature of
your organisation and its industry. Production, sales, expense and manufacturing
figures and turnaround times are commonly collected. These are often presented in
daily, weekly, monthly and twice-yearly totals.
In most activities some variation can be expected between set objectives and actual
performance. Therefore it is critical to determine the acceptable degree of deviation
from the standard. Some examples may make this clearer.
For example
Let us assume that one standard your section had put in place was to:
Reduce truck waiting time by half an hour per vehicle over the next six months.
Assume that the relevant figures are kept daily. You have chosen a ‘basket’ of
indicators that allows you to analyse the improvement for each month. You discover
that in the six months from January to June, February’s performance is considerably
poorer than those of the other months are. Despite this, the average truck waiting
time for the six-month period has been reduced by 29 minutes. Is the 29 minutes
close enough to your target of 30 minutes? Are you going to investigate the month
of February?
Let us say you wanted to:
Reduce your expense budget by 5 per cent over the next 12 months.
At the end of the twelve months you discover that you reduced the budget by 4.9 per
cent. Are you going to investigate?
Another important point needs to be made here. When a set standard has been
achieved or exceeded do not overlook the opportunity to recognise performance and
praise staff. This is a wonderful tool for motivation.
Having determined that there has been a deviation from objectives you have two
options (assuming that doing nothing is not really an option).
􀂄 Correct the actual performance (of equipment or human resources).
If the source of the deviation is inadequate performance you have a number of
options. For example, you may change your section’s strategy or how you
structure your section; you may alter your compensation or remuneration
practices; you may introduce training programs or new technologies; or you
may redesign jobs.
􀂄 Revise the criteria of performance or the objectives set.
You may determine that one or more of the original objectives were unrealistic
or inappropriate. In this case it is the objectives, and not the performance, that
need to be altered.
Key strategic management concept
The strategy implementer’s standard for judging whether individuals, teams, and
organisational units have done a good job must be whether they achieve
performance targets consistent with effective strategy execution.
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The following reading carries the discussion on strategic control to great detail.
Since this reading is a meaty 30 pages long, you may wish to plan a coffee break
somewhere in the middle of it.
􀀉 Reading (in the library on closed reserve)
Montanari, J R; Morgan, C P and Bracker, J (1990). ‘Control of strategy’. In
Strategic Management: A Choice Approach. Chicago: The Dryden Press, pp.
263-293.
􀃖 Activity
Montanari et al (1990) have allowed us to answer a number of important
questions about the strategic control process. Here are some of the more
important questions; see how well you can answer them! Spend no more
than 1 hour on these questions.
1 What is strategic control and what is its purpose?
2 Describe the nature of strategic control.
3 What are the two main types of controls that can be used to ensure that
an organisation does not drift off course?
4 How can an organisation institute steering controls?
5 Stripped of all the details, what are the key responsibility indicators
within an organisation that can be used for evaluation purposes?
6 Explain why budgets are the quantitative representations of strategic
goals and objectives, and which evaluation technique could be used as a
result.
7 Explain why it is important to differentiate between operational and
strategic budgets.
8 What techniques would you use to evaluate the validity of the strategic
plan and whether it was on course or not?
9 Which of the above techniques is the best one to use?

The results obtained may lead to:
a. Changes in the choice of strategy.
b. Changes in implementation
c. Changes in the formulation phase.
d. May show no need for changes
Basis for performance measurement
· By using short term objectives.
· Resource allocation plan/budget
· Progress of reward system
TYPES OF STRATEGIC CONTROL
1. Premise control; 
2. Strategic surveillance 
3. Special alert control
4. Implementation  control
Four steps used in operational control
Examples of operational control systems
Designing a strategic control system
Methods in Strategic Control System
1. Read on DuPont’s system of finance control
2. Auditing and strategic control
3. Time related control methods (CPM) and PERT
4. MBO
5. MIS
6. DSS
Designing a strategic control system
Its intended to ensure that managers and employees act in accordance with the formulated strategic plan.
Stages:
1. Measures should be set up
2. Performance has to be measured
3. Deviations identified
4.  Corrective measures has to be taken
5. Feedback into the process to leas to the options (i) adaptation of strategy
 (ii) Correction to ensure viability and desirability of the results
Characteristics of an effective strategic control system
Objectives of Strategic Control System
Balanced score card in strategy implementation and control
Corporate governance as a way of sustain a comparative advantage

Ways of achieving continuous improvement in organizations/strategic control tool kit
BENCHMARKING

Types of bench marking 
Advantages and disadvantage of bench marking
1. Total quality management

According to the above definition there are four principles
1. Commitment to quality
There is need to have a belief and commitment levels
a) Entire workforces commitment
b) Each individual makes a commitment to customers
c) Top management’s commitment
d) Entire organization including suppliers 
2. Use of scientific tools, technologies and methods in making systematic changes.
3. Team work and empowerment as a result of different perspectives from functional areas enriches the decision making process empowerment allows for direct contact with the problem of power and authority to identify the problem, formulate and implementation solution.
4. Continuous improvement to avoid the obsolesces 
2. Re- engineering (refer to MIS-UMI notes)

Key elements of TQM
      

These elements can be divided into four groups
(i) Foundation; ethics, integrity & trust
(ii) Building bricks;  training, teamwork and leadership 	
(iii) Building motor; communication
(iv) Roof; recognition 
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It involves the evaluation of the chosen strategy in order to verify whether the results produced by the strategy are those intended and taken corrective action where need be.
The results obtained may lead to:
e. Changes in the choice of strategy.
f. Changes in implementation
g. Changes in the formulation phase.
h. May show no need for changes
Basis for performance measurement
· By using short term objectives.
· Resource allocation plan/budget
· Progress of reward system
TYPES OF STRATEGIC CONTROL
5. Premise control; chosen strategy are made based/premised on certain assumptions. The assumption are as a result of :
a. Limited available information on factors that may influence the chosen strategy.
b. To simplify the industry complexity to take care of the environment and industry factors. According to Pearce and Robinson 2003:319 premise controls is used to systematically and continuously check whether the premises and assumptions on which the strategy is based are still valid.
If a key premise is no longer valid, change in strategy may be required.
It is a focused type of strategy.
6. Strategic surveillance it’s a type of control where the organization monitors and interprets a broad range of events not previously identified, both external and internal to the course of the strategy.
It’s based on the idea that important yet un- anticipated information may be discussed by a general monitoring of multiple information sources.

Sources of information 
· Conferences
· Journals
· Newspapers 
7. Special alert control
It s “ a thorough and often rapid, reconsideration the organization strategy because of a sudden, unexpected event” Pearce and Robinson 2003:321. For example the 11 September terrorists’ attacks on the World trade centre in New York triggered immediate and intense reassessment of various airline organization strategies.
It is a focused type of strategic control that supports strategic surveillance and premises control in reviewing the content of a chosen strategy.
8. Implementation  control
It is a type of control that must be exercised as the implementation process unfolds.
Its purpose is twofold:
i. To provide manager with information regarding the success of the implementation process I terms of anticipated performance.
ii. It indicates whether the basic strategic direction needs to be altered.
Note: The difference between strategic controls and operational control is that, Strategic control evaluates the organization over an extended period whereas operational; control provides feed back over shorter time period such as months, quarter.

Four steps used in operational control
· Set standards of performance
· Measure actual performance
· Identify durations from standard set.
· Initiate  corrective action
Examples of operational control systems
· Budgets
· Schedules and key success factors 
Budgets are cost and expenditure estimates that are made by the organization over a given period of time.
As a resource allocation plan it helps to coordinate operations and set standards against which action can be measured.
Scheduling determines the timing of resource allocation and the sequence of implantation activities, both of which are determinants of successful strategy implementation.
Key success factors identify the performances areas that are of the greatest importance in implementing the organization strategies these must have measurement performance indicators and should require constant management attention
Designing a strategic control system
 It s main objective is to identify critical events that impact on the strategy (change triggers).
· It should provide affective accurate timely information
· True picture of the organizations performance
· These controls should enable employees to act in accordance with the established strategic plan.

1. Measures are set up
2. Performance is measured
3. Deviations are identified
4. Corrective action stake
Methods in Strategic Control System
7. Read on DuPont’s system of finance control
8. Auditing and strategic control
9. Time related control methods (CPM) and PERT
10. MBO
11. MIS
12. DSS
Designing a strategic control system
Its intended to ensure that managers and employees act in accordance with the formulated strategic plan.


Stages:
6. Measures should be set up
7. Performance has to be measured
8. Deviations identified
9.  Corrective measures has to be taken
10. Feedback into the process to leas to the options (i) adaptation of strategy
 (ii) Correction to ensure viability and desirability of the results
Characteristics of an effective strategic control system
· It should be provide accurate information.
· The information should be timely
· Should be a representation of a true picture of the organizations performance
· Should be flexible enough to allow managers respond to the change triggers (events)
· Allow for review and evaluation by the mangers

Objectives of Strategic Control System
To identify the most critical events that if not dealt with will grossly affect the organizations’ objectives from being meet. These are referred to as change triggers. An effective strategy control system should get the appropriate response at the right time.

Balanced score card in strategy implementation and control

The BSC is a tool that enables the organization translates its stated vision into strategic goals.
In other words it enhances the clarity of strategies translate them into action and obtain meaningful feedback. Key action programs or initiatives and development to achieve the objectives.
The tool was designed by Robert Kaplan and dewed Norton in 1996 with an emphasis on four perspectives/long term goals
1. Financial
2. Customer
3. Internal business process
4. Learning and growth
Each of these then leads to the specific/short term goals that will be measured and tracked.
The balance score cord is important for the measurement of each perspective to ensure consistence and reinforcement in terms of objectives and measures in the other perspectives. 
It incorporates the causal-effect relationship which especially expressed in form of “IF- then” statements.
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Refer to barriers first then bench monkey

Corporate governance as a way of sustain a comparative advantage
Refer to HRM notes on corporation government.

It emphasizes structures and processes followed to give direction and control to organizations to achieve their goals.
Various stakeholders need to know their rights and responsibilities as enables to achieve set goals
For example board members
· Should be the focal point of the Corporate system
· Monitor management in implementing the plans and strategies
· Monitor operational performance and management.
· Ensure adequate internal controls
· Align organization information systems to cope with the strategic direction.
· Identify and monitor the non financial aspects relevant to operations
Financial aspects
Identify key risks areas and key performance indicators.

Ways of achieving continuous improvement in organizations/strategic control tool kit
For organizations to maintain a competitive eagle there is need to adopt the following mechanisms 
3. BENCHMARKING
It’s a process of comparison of business processes and performance matrices to the industry’s best practices from other industries.The most common divisions may include quality, time and cost.For bench marking to be successful the origination must be committed to identify the best performers as the specific areas of interest.
The best practices can then be incorporated into the strategy implementation and strategy control systems.
Mistakes –refer next to BSC
Balance score card and its role in overcoming the barriers to strategy implementation.
Considering the set up of the framework each of these processes overcome the barriers as illustrated.
		Resources barrier
Vision barriers
People barrier
Management barriers
9-10 organization failure to implement strategy






Types of bench marking 
· Process
· Financial
· Performance
· Product
· Functional
· Best in class
· Strategic
· Operational 
Advantages and disadvantage of bench marking
4. Total quality management
It’s focused on designing and diversifying quality products to customers.
It’s defined as the effort to create and institute a culture of quality in the production of goods and services in or organization to meet or exceed the customers’ expectation.
Melnyk and Densler (1996:295) defined it as “a culture, interest in this culture is a total commitment to quality and attitude expressed by everybody’s involvement in the process of continuous improvement of goods and supplies through the use of innovative methods”  Melnyk and Densler (1996:295

According to the above definition there are four principles
5. Commitment to quality
There is need to have a belief and commitment levels
e) Entire workforces commitment
f) Each individual makes a commitment to customers
g) Top management’s commitment
h) Entire organization including suppliers 
6. Use of scientific tools, technologies and methods in making systematic changes.
7. Team work and empowerment as a result of different perspectives from functional areas enriches the decision making process empowerment allows for direct contact with the problem of power and authority to identify the problem, formulate and implementation solution.
8. Continuous improvement to avoid the obsolesces 
5. Re- engineering (refer to MIS-UMI notes)
It’s also called business process engineering. The organization is such that the organization creates value for the customers by eliminates possible barrier to relationships with employees and customers.
It supports organization in elimination of unproductive activities and employees who perform them.

Questions to be asked 
“How can use reorganize the way we do our work to provide best quality and the lowest cost goods and success to customers?”
The customer is the focus whatever the organization does is measured by its work to the customer.Recognition


Key elements of TQM
	           Communication			CommunicationTraining 

																											
				            																																																																								Communication	Integrity & ethics, trust
Team work

Leadership


These elements can be divided into four groups
(v) Foundation; ethics, integrity & trust
(vi) Building bricks;  training, teamwork and leadership 	
(vii) Building motor; communication
(viii) Roof; recognition 
Improves quality by reducing the fragmentation of work and establishing a clear ownership of o/p. and can measure their performance based on prompt feedback.
Read about siege loop learning, double loop learning.				
