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ABSTRACT

BUSINESS POLICY OR STRATEGIC MANAGEMENT:
A Broader View for an Emerging Discipline

Generelly, Business Folicy is thought of as a course rather than
a field of study or a broader discipline. This viewpoint is the result
Primarily of the role traditionally assigned to Business Policy, that of
integrating knowledge gained in functional coursework through study of
complex problems from a general menager's viewpcint, _

~ This view of Business Policy as & course has limited the development
of substantive knowledge unique to the problems of total enterprise
management. A broader view of these problems and realization of opportuni-
tities for further development is emerging. Evidence for this is cited and
& new name, Strategic Management, is offered as a label for these broader
viewpoints.

The characteristics of Strategic Management are outlined to indicete
the tasks meking-up the Strategic Management process. The central
characteristic cited is the need to deal with the problems of adapting
the total organization to its environment and to envirommental changes.

The need for substantive knowledge which can advance the field is
developed. It is ergued that advances will come from empirical research
and hypothesis testing of the constructs now developing around the
strategy concept.

Finally, the paper notes the teaching implications raised oy thie
wider view of Business Policy, especially the need for training research
scholars and teachers to work directly in the new area.



BUSINESS POLICY OR STRATEGIC MANAGEMENT:
A Broader View for an Emerging Discipline

Introduction

Since the Gordon and Howell (1959) and Pierson (1959) reports, perhaps
spurred more by thore reports than by the actual conceptual growth that
has occurred in matters of strategy across the decade of the gixties,
the course, Business Policy,has enjoyed an adoption ra‘l;.e in Schocls of
Business and Administration that may be ummatched by any other single course
in any other field relevant to the management of organizations, Yet
the development of strategic concepts, even the limited research con-
tributions, all indicate that the real growth and contributicas are yet
to came, and they are badly needed.

This paper suggests that Business Policy it generally thought of
as a course, not a field of study or a broader discipline, and that such
thinking (and perhaps even the neme Business Policy) is a limitation
to its development end further study. A bdbroader view of the field widely

labelled Business Policy is needed. We call that view Strategic Management,

Our purpose is tu first indicate the common view of Business Policy
and then to show that Strategic Management, a wider view and a new name,
can not only accommodate the conventional purpose awarded Policy, but
1t can also accommodate and facilitate development of a new, burgeoning
field of study based on empirical research and underlying behavioral
and mathematical disciplines. Such reseerch,in turn,can lead to richer
anelytical methods applied to Strategic Management problems. Finally,
we indicate some of the *.eaching issues reised by this wider view of

Policy.



Current Views of Business Policy

The current views of Business Policy, as is true of so much of
current management education, have their origins in the Harverd Businesé
School. There, Business Policy was first taught more than fifty years
ago. In those early days, Business Policy was the prime example of the
importance Harvard placed on general administrative problems as they were
viewed by top management =nd as they cut across industry and departmental
lines.

In the late fifties the study by Gordon and Howell of Americen
business education endorsed the importance Harvarl and some others (but
too few occording to the study) plgced on Business Policy. To Gordon
and Howell (1952, p. 206), Business Policy had a vital role to play:

The capstone of the core curriculum should be & course

in "business policy" which will give the students an

opportunity to pull together what they have le2arned in

the separate business fields and utilize this knowledge

in the analysis of complex business problems,

Without the responsibility of having to tranamit some

specific body of knowledge, the business pclicy course

can concentrate on integrating what has already been

acquired and on developing further the student's skill

in using that knowledge. The course can range over the

entire curriculum and beyond.

Here again, the importance of a capstone, to pull together or integrate
knowledge of separeate business fields, to develop further skills in
using already implanted knowledge is emphesized, Indeed, Gordon and
Howell saw this integration taking place successfully because there

was no responsibility for transmitting "some specific body of knowledge."
In this they differed not at all from the many texts current at the time.

Even today, one of the leading policy texts, Business Policy:

Text and Cases by Learned, et. al., %969), demonstrates that theae
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earlier festures, even traditions of Business Policy, have been maintained.
These authort describe Policy as "the study of the functions and responsi-
bilities of general mansgement and the probleme which affect the character
and success uf the total enterprise," or as a "broadening of the promised
verspective of the specialist." However, Learned, et.al. venture, albeit
tentatively, beyond the traditional concerns of incegration, complexity,
the total enterprise, and top management, when they suggest "a considerable
body of literature purporting to make general statements about policy
making 18 in existence...yet the most valid iiterature for our purpose is...
case studies." 8o, while suggestirs its existence, independent ard non-
case research seemed too little advinced to cleim extensive attention.

And so even at Harvard where %t all began, and.among some of the fore-
most teachers of Buciness Policy there, energy avatlable for work in
Business Policy should be used "not in perfecting the definition of
concepts, but in prevaring to discuss cases and coming to conclusions
sbout these issues.”

As a recent popular song puts it: "Is that all there 1s?" 1Is
Business Policy as Starbuck (1966) once defined it before a similar
gathering of the Academy of Munagement,"e course which appears near the
end of & student's curriculum bearing the title 'Business Policy?' 1Is
Policy simply a course?"

There can be no doubt that this is how Policy has been viewed tradi-
tionally. The dominant concern has been with its role, not so much as a
subject for instruction, but as an integrating experience for the student,
as simply a course. It 1s true that more recently attention has been
given to such teaching devices as Business Games and simple computer models
as elemencs of & new approach to teaching Policy. But the total emphasis

has been on teaching to compensate for sy ‘rialization ou!side the Policy
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Area, to integrate the knowledge and skills gained in "functional"

courses and to provoke a top management view.

Strategic Management: A Wider View
While this view of Business Policy is valuable and its place as a

course in management education appears secure,.there is evidence of a

wider view being taken, one that promises to extend beyond just a single
course. The basis for this w er view is to be found in the concept of
strategy. It gives rise to substance and carries a role in the administration
of organizations (not just business organizations, incidentially) that we

need to examine further.

For example, even a superficial examination of the Policy textbooks
published recently shows a growing recognition of the concept of strategy.
Indeed, these days "strategy" and "strategic" appear to be mgsential words
in the titles of new books and all authors geem to offer some comments on
the epplication of strategy in the practice of Policy. Perhaps more important
than vhat are sometimes minor changes in title and preface have been the
ettempts to provide a more careful concepitual framework for the manage.ent
of Policy, or to use the term suggested here, Strategic Management.

Chandler (1962) was one of the first to apply the term strategy to
Policy questions, while one of the most comprehensive conceptual developments

was Ansoff's Corporate Strategy, (1965) in which the problem solving model,

first developed by Dewey end later expanded by Simon (1960), was applied to
the problem of formulating strategy. More recent attempts have been offered
by Cannon (1968) and another by Katz (1970). These authors provide many
useful concepts and terms. However, in none of these books is there explicit
recognition of the possibilities for research in the area, or at least not

beyond the possibilities of case study.

8



Other authors have made valuable conliributions. Thompson (1962)
indicated the importance of relating the organization to its environment.
Merrisge of Thompson's and Chandler's notions leads to a definition of
strategy that we believe is useful:

Strategy ls defined as the basic goals and objectives of
the organization, the major progrems of actions chosen to
reach these goals and objectives, and the major patterns

of resource allocation used to relate the organization to
its environment. (Cooper and Schendel, 1971)

While strategy is the undzriying concept, preoccupation with it es a
concept rather than with its application to the management of organizations
has been characteristic. There haé been & tendency to use nouns where the
verb form would be & more insight provoking mode. While strategy may be
seen as & definiticn or as a determination, a more useful approach can be
developed by looking at the activity of maneging sirategy, i.e. the process
of Strategic Management.

Strategic Management can be defined as the process of determining (and

maintaining) the relationship of the organization to its environment

expressed through the use of selected objectives, and of attempting to

achieve the desired states of relationshiL throqgg_reaource allocations

which allow efficlent and erfective action programs bx the qgggnization

and its subparts. Strategic Management seeks a stable and viable match

between the organization, its needs and resources, and the nzeds of the
environmental setting, i.e. the larger milieu of which the organization is
a part.

Strategic Management can be taught in the framework already developed
for Busine.s Policy. Obviously, the management of an organization's
strategy, which is to say the meanagement of the organization, can only be
developed at the top end ot the organization where the interceasts of the

total organization can be kept fully in view.



However, rather than adopt the limiting view that the management of
strategy (or if you like Policy) is an instinctive and personal attribute
held by leaders or general managers only, as might be done in Business
Policy conceptions, it seems tnut it,like other management activities, can
be analyzed and modeled. Indeed, all levels of the effective organization
depend upon Strategic Management for their cues. In any case it appears
that theoretiéal approaches to this activity can be developed and that
the various steps in the process of Strategic Management are as amenable
to investigation as is, say, Marketing Management.

Without belaboring the point we want to say that Strategic Management
is concerned with meintaining a viable relationship between the organization.
and its enviromment. It is concerned with the whole organization and the
integration of its functional sub-parts. These concerns establish Strategic
Management as a major area of study relevant to organizations, especially
business organizations.

The fbllowing list suggests some of the detailed characteristics of
Strategic Management. Space does not permit their full development, but
these characteristics, even briefly no.ed, should point out how the area
is more broadly conceived than Business Policy, and how it generally
differs from this narrower concept.

- Strategic Management is concerned with environmental
change, its anticipation and adaption to it. Hence,
environmental forecasting methorlology is of great
relevance to the strategic manager.

- All organizations, including businesses, must be related
to their environment. Hence, defining and maintaining

this relationship is & brcad area of concern and it
pervades all purposive organizations.

10



- Means of integrating the sub-parts of the organization,
through formal planning and control systems are of
concern to Strategic Management. prlanning methodology
becomes of vital interest, especially Strategic Planning.

. - Operations Management, i.e. the efficient performance
of the organizational sub-parits (in a business such sub-
parts are marketing, manufacturing, etc.) is dependent
upon sound strategy determination. Effective strategies
are only partially determined by the sub-parts. External
forces play a key role as well, hence,effective Strategic
Management must be outiard looking. '

- A separation of Strategic and Operations Manegement is a
key necessity for top management. Efficlency of the
organizational sub-parts can become a substitute for an
effective relationship between the organization and its
environment.

- Determination of basic orgenizational purposes is un
essential task of Strategic Management, as is the deter-
mination of the objectives for the organizational sub-

. parts. These objectives formn the basis for sub-part
strategy determination and,as such,the hiererchy of
objectives provides a means of integration.

- Strategic Management requires the student to study a wide
range of topics for its full development. For example,
economic theory, especially industrial organization;
forecasting and stetistical methods generally, ethics
and social concerns; organization theory and underlying
behavioral disciplines suggest the topics of interest.
These go well beyond what a single course or other
specialization would or could provide.

Research Needs and Methofs in Strategic Management

Because of the “raditions in the Policy area much of the research
that has been done was formulated to incorporate its results into. case
studies and teaching aids. This is necessary and ureful work, but the
field, if it is to be one, is in need of empirical research support. To

. date the conceptual development of the field has outstripped the research

derived evidence gvailable to support, deny, or modify it.
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There 1s no reason why research in the area should not, 1like that in
the =2steblished functional areas of managemernt, use the various research
tools ani methods that have been applied or developed in the underlying
disciplines in the social and mathematical sciences. Tvwo recent studies,
one by Thune ani House (1970), the other by Ansoff, &t.&l. (1970)are examples
of research that has broken with traditional methods of Policy resgearch.
Both studies attempted to relate the existence of planning systems to
measures of corporate performance.

Unless we move from & situation of many cases and little theory to
one of many theories and little evidence to support them, we need to expand
the type of empirical research underteken by Ansoff, and House and Thune.
In this section we examine some of the major empirical research needs and
approaches that might be taken to expand the relevance of the Strategic |
Management area.

Empirical research 1s necessary to allow the better formulaticn of"

a theory of Strategic Managemenf. As Bower (1967 p. 9) points out,
"At its essence good theory states its basic propositions
in the simpleat most general form possible, and in a rform
which makes abundantly clear the relationship among key
assumptions and the manner in which the theory bears on
evidence. Good theory cries for empirical corroboration
or refutation and teyond this, good theory stimulates
experiments which extends the theory."
The amount of empirical research evidence now available suggests that the
theoreticsl development of the Zield can not yet be described as "good."

At present, the most promising apprnach to management of the total

enterprise is provided by the concept of strategy, and more particu.arly

by that of Strategic Management. Strategic Management can provide a

12
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sound batis and & structure for the needed reseurch effort. The concept
is being increasingly accepted as a useful teaching device and perhaps is
recelving even greater acceptance in management practice. It is now a
matier of extending its usefulness and proving its worth in the theoretical
develurment of “he *ield.

Tra research effort mast begia with valid strategic queutions -- that
is those cuestions germaine to the action of the tctal orgenization in
its relétions wvith tne enviromment, which focus on change in these relation-
ships, and which emohasize commitied activity by tﬁe total organization.
Such yuesiions will distirguish research in Strategic Maragenent from that
in the functional areas of business, and its underlying economic, mathe-
maticel, and behavioural disciplines which, it must be acknowledged,
overlap Yolicy to 2 greater or lesser degree. We suggest that the follow-
ing criteria, derived from the definition of Strategic Management, may
provide a ugeful astarting point:

1) does it concern the activity of the total
organization in the environment;

11) does it relate to the basic objectives and
purposes of the organization;

and if used in conjunction with either (i) or (ii) or both,

1ii) dowvs it relate to the major commitment of
resources to planned courses of action; and

iv) does it relate to the monitoring and control
of the total organization.

. The identification of such questions before commencing work would, in

itself, constitute a significant break with the practice of the field. The

initiative for research in Policy hes come mostly from the professional manager

who has invited the academic consultant to become involved in a problem

13
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of an operating business. In essence researchers have assumed that
practice is good ani that the examination of real situations provides
the only wey of studying policy. Our point is that the initiative for
the res<arch is largely exogenous to the discipline.

It would be of long term utility for the development of the discipline
if researchers more frequently identified their own problems and priorities
out of their own coincepts, and then looked for appropriate vehicles for
carrying out the ressearch. The selection of the research situation and
the methodologies to be used would be more often based on the premise
that the research should provide answers to a defined question. At present
we carry out much data collection and then having & specific case or
situation seek a general question for its applicatien. Alone, this approach
is insufficient to allow the theoretical development of the field. Iliard
empirical data is needed so that we can use legitimate scientific tests
to reject or develup the'hypothetical constructs already available.

The wethods of research traditionally used in the Policy area have
been those mosi applicable to the case gtudy -- interview and observation.
These approaches are not of themselves conducive to the testing of hypotheses.
They approximate the inductive rather than the deductive method.

Using these methods, different researchers can reasonably draw
different conclusions from the same data. These differences of opinion
are difficult to resnlve because there is no methodology available for
rejecting one opinion or another using the data from which they were
developed. However, if data amenable to statistical testing were available
it would be possible to reject those corstructs which failed to provide

accurate predictions.
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The range of research approaches avajlable and the statistical methods
which complement them is very extensive. The discipline has been inner
directed and indifferent to developments in the fields of study underlying
it. Figure 1 helps present a picture of alternative reseerch approaches
evailable and highlighte those largely neglectedfin Policy.

The diegram purports to identify the capability for developing an
1ncrea§ed quantification and a more reliable empirical base 28 it muves
clockwise towarcs the center; at the same time the methods reflect
increasingly greater control over the situation under investigation. The
dilegram is intended to be illustrative, not definitive, and it is not
intended to suggest that research in Policy should f'ollow & sequence of
methods towards an "unerring" model of the firm. Research should use any
combinations of the methods available, in any order, to develop and refine
the theoretical base of the field.

Currently, however, research in Business Policy c¢»uld be placed in
the outer ring, in the inductive area. While some work pertaining to
Policy is being carried out in the synthesis area, it has had to rely on
conceptual developments and data resources from outside the Policy area.
This reliance has reduced the validity of synthetic models for strategic
analysis and problem solving. The area where attention is needed is the
second ring, the area of deductive studies, with reliable data specifically
collected to allow the development of testable answers to strategic
questions. With such data, and the answers it might provide, the utility
of the synthesis type of approach to Policy problems would increase, as

would the substantive content available to courses in the area.

15
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The definition of Strategic Management already given encompasses the
functions of management referred to in the classical ﬁanagement literature:
Planning, organizing, controlling. It also encompasses the "essential"
tasks of an organization referred to under various gulses in the organization
theory 11tergture: the tasks of relating to the environment and society,
of maintaining legitimacy, of procuring resources and of allocating them
to achieve purpose, and of organizing and controlling its members. Using
the concepts of the classical functions of management, and the concepte of
the organization's tasks with the definition of Strategic Management, we
can identify several broed arees in which research could provide useful
evidence to gulde both the practice and teaching of Strategic Menagement
and the theoretical development of the field -- here Kurt Lewin's dictum,
"there is nothing so practical as a good theory," seems relevant.

Table I attempts to identify the underlying disciplines from which
cempirical and theoretical support might be available to develop a research
effort. It also indicates some of the research approaches which might
be found applicable to the problem area. Space does not permit us to
develop these beyond the listing shown, but hopefully the wide range o:
empirical research opportunities open to us is indicated. Further work

in any of these areas would help the emerging area of Strateglc Management

to grow.

Teaching Implications of Strategic Management

We have already suggested that Business Policy is usually thought of
a8 a single course with a primary goal of integrating knowledge gained elgewhere.

Nothing we have said denies this need or suggests the replacement of the Policy

16
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course a8 the central core of Strategic Management. However, if we are to
view Strategic Manegement as more than a course as having a wider purpose
than simply helping to integrate knowledge received elsewhere, and as an
area worthy of study in its own right, then there must be coursework in
Place and available for the student who would study it, either for purposes
of becoming & staff expert, a line manager (he probably would be a
practicing executive in a continuing education program), or a research
scholar and teacher in the area.

Not all of the courses needed to pursue specializat;.ion in the area
are available. Unfortunately, the very courses that are unavailable are
those thai would deal with the substance of the field. Perhaps it is even
too early to say the courses are lacking, perhaps it is still the substarce
that 18 missing? For example, coursework in envirommental asgessment and
forecasting methodology usually does not exist, although this seems to be
changing. Courses in formal planning and control systems which could
fulfill the integrating function of - Policy in much more substantive ways
than existing Policy courses, ara gtill largely confined to either
financial budgeting, or to information systems notions that are hardwvare
and not decision oriented. Even the Business Policy course could do more
than it seems to be doing in typical formulations of it.

Hence, if a "major" or specialization were to be provided, certain
coursework is yet to be devecloped. Still, there is much coursework
available in other areas of interest that can provide useful training for
the scholar who would choose to specialize in Strategic Management.

Research methodology courses abound in better doctoral programs. Supporting

17
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work in the behavorial sciences, especially organization theory is becoming
increasingly available. In general, the would-be scholar is in & much
better positicn than the would-be professional menager or steff specialist
who does not have substantive courses on which to rely. As we have noted,
applied coursework still tends to exist in the singuler, and often too
narrow, Business Policy course.

This lack of coursework, which reflects a stunted sutstantive growth,
must change if Strategic Management is to become & viable area. To cffect
this change will require scholgrs and teachers who are well trained in
matters and methodology relevant to Strategic Management. Unfortunately,
and too frequently in the past, t.e Policy course has been viewed as a
proper burying ground for academic white elephants. The senior man, often
outdated in his substantive field, but "terribly experienced in a senior
way" was regarded as the best candidate to teach the Policy course. This
attitude too must change, among our colleagues and our Deans, if real
progress is to be made. It implies training of research scholars inlerested
in developing and working in the area. Through such training will come
the needed coursework and more importantly the substantive knowledge

needed to develop Strategic Management as an area of specialization.

18
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Table 1

Research Areas in Strategic Management

Major Areas for Research

Allied Fields of Study and
Research Methodology

Orgenizational Purpose
and Objectives

- Major Purpose or Ultimate
Objective

- Coordinating Role or

Hierarchy of Objectives

vultiple Objectives

Communication of Purpose

Relationship to Enviromment

Social Functions of

Organizations

Measures of Effectiveness

- Standards

- Process of Objectives
Determination

= Influences Modifying
ObJjectives

- Legitimization of the

Organization

Social Responsibility

Organizationul Methods in
Strategic Management

- Influence and power effects
within the organization

- The place of authority

- Organizational response to
major environmental changes

= The influence of role
structures in the perception
of strategy and the
functioning of it

- Structure and technology
and strategic choice

- Participation in strategy
determination

- The problem solving approach
to strategy formulation

- Program management

- Economic Theory,

Ethics

Political Science
Organization Theory
Social Psychology
Philosophy

Crzanization Theory and
Organization&] Pgychology
Social psychology
Psychology

Sociclogy

Anthropology

Decision Theory

logic

Program Budgeting Systems



Tabl~ 1 (Continued)

3. Environmental Forecasting

- Technological Forecasting

Social and Normative
Forecasting

Economic Forecasting

The isolation and generation
of alternative courses of
action

Monitors of change

Corporate and Industry
Growth Patterns,Life Stage
and Strategic Choice

k. Resource Allocation

The establishment of
priorities

Factors influencing priority
formulation

Criteria for indugtry entry
and venturing

Extrapolation of trends and
the concept of gap analysis
Planning systems and the
control of Planned Action
Trigger signals for corporate
action

- The strategic Audit
- Indicators of Strategic

Success or Failure

The Strategic Significance of
Short term Events and
Corporate Response to them
(e.g. fire, flood...)

process within the organizatio

Synergy effects of the plannina
Multiple objectives as criteri

in conditions of uncertainty
large scale organizational
venturing

<1

Econometrics

Statlstical Forecasting Methods
Technological Forecasting

Time Series Analysis

Social Psycholagy

Attitude Surveys

Field Survey Methodology
Systems Analysis

Predictive Methods

Demography

Venture Analysis

Capital Budgeting
Decision Theory

Economic Theory

Welfare Economics
Mathematical Programming
Non Paranetric Statistics
Information Science
Communications Theory
Systems Analysis .
Control Theory
Operations Management
Organization Theory
Cost/Benefit Analysis
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