
 

   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 INTRODUCTION 

Strategy implementation refers to the phase in which the organisation plans to 
transform the formulation of the strategic plan into action. It is the phase in 
which the organisation needs to make sure that what was planned in the 
organisation is set forth into action. Strategy implementation is the stage where 
the organisation is deciding how to get the organisation from where it is today to 
where it should be tomorrow. It is also the stage in which various aspects of the 
organisation need to be harnessed and integrated with the activities required to 
get things done. This is the stage which is most critical in strategic management 
as it would indicate the extent to which the organisation could achieve the goals 
that it had set or whether it would fall short of the targets. This is generally the 
case of why policies of the organisation do not work or the policy of the 
government is not effective on the ground level. In the United States, Universal 
Studios had planned to launch a theme park in Orlando, Florida, similar to Walt 
Disney World. It was planned in 1969 but was finally implemented in 1989. In 
implementing it, the management had rushed to launch the project well before it 
was ready. Consequently, many customers were dissatisfied and demanded 
refunds (Hunger & Wheelen, 1996). This is an example of a well-planned but 
poorly implemented project with major unfavourable consequences. Similarly, in 
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By the end of this topic, you should be able to:

1.  Discuss the  key issues affecting strategy implementation; 

2. Illustrate the need to integrate the objectives, policies and
strategies of the organisation;  

3.  Identify the main features of different organisational structures; 

4. Elaborate on the strategy and structure relationship; and 

5. Describe organisational systems and functional processes. 
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Malaysia, we have observed that projects like Rakan Muda (recreational activities 
for the teenagers and youth) were successfully implemented for a while but 
gradually lost popularity.  
 
A survey of 93 Fortune 500 firms in the United States showed that more than 50% 
of corporations have experienced problems in implementing a strategic change 
(Hunger & Wheelen, 1996). The 10 problems are as follows: 

(a) Implementation slower than originally planned; 

(b) Unanticipated major problems; 

(c) Ineffective coordination of activities; 

(d) Competing activities and crises that distracted implementation; 

(e) Insufficient capabilities of the involved personnel; 

(f) Inadequate training and instruction to lower-level employees; 

(g) Uncontrollable external environmental factors; 

(h) Inadequate leadership and direction by departmental managers; 

(i) Poor definition of key implementation tasks and activities; and 

(j) Inadequate monitoring of activities by the information system. 
 
These are some examples of problems arising in the implementation of projects 
or activities of organisations. Why did these problems arise? What factors 
contributed to these problems? What can be done to remedy the situation? What 
are the pitfalls to be avoided? These are issues that need to be addressed in the 
implementation of organisational strategy.  
 
In trying to implement strategies, there are three key issues to be addressed: 

(a) What are the activities that need to be done? 

(b) Who should be doing these activities? 

(c) How should the activities be done? 
 
These issues should also be addressed before selecting the alternative strategies 
of the organisation as they may have an effect on the choice of strategies to be 
considered. This would be true for newly established organisations but for 
existing organisations, the process can be done simultaneously or after selecting 
the appropriate strategic choice. 
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INTEGRATING OBJECTIVES, POLICIES 
AND STRATEGIES 

 
 
Strategy formulation is generally done at the top management level. The 
formulated strategy is then implemented at the business level and functional 
level in the organisational hierarchy.  
 
At the business level, the implementation of strategy focuses on the key policy 
areas related to the core businesses of the organisation. For example, in a 
conglomerate organisation, the business level will focus on the type of businesses 
involved like food business, chemical business, beverage business and others. In 
setting the objectives, the business level will focus on the goals of the business 
unit. The business level will also set the policy direction on the areas of business 
activities to be involved or developed in the future.  
 
In terms of strategy, the business level will identify the grand strategic direction 
like growth, diversification or low cost or niche or differentiation strategies to be 
followed by the business. At this level, the issue of implementation is not critical 
as few people are involved and can be monitored easily. However, at the 
functional level, the issue is more complex. At this operational level, the 
implementation of strategy becomes more challenging and involves risks of 
failure. 
 
At the functional level, setting the organisational objectives is important as it can 
determine the extent to which the goals and mission of the organisation can be 
achieved. For example, if at the business level the goal is to improve the 
profitability of the food division, at the functional level, the objective to be set 
could be as follows: 

(a) To achieve a return on investment of 8% in 2014; 

(b) To increase the sales growth from 8% to 12% in 2014; and 

(c) To reduce operating costs from 56% to 48% in 2014. 
 
The prescribed objectives set must be consistent with the goals set at the business 
level as mentioned in subtopic 4.2 of this module. One of the major problems 
faced by organisations is to make sure that the objectives are consistent, and can 
be operational and achievable within the time frame allotted.  

10.1 

SELF-CHECK 10.1 

Why is it important to integrate objectives, policies and strategies? 
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Once the objectives have been set and agreed to by the functional managers and 
top managers, the policy must be reviewed so that it is consistent with its actual 
operation. For example, if the policy set for the food business division is to 
improve the profit margins of the domestic market, enhance the market share of 
the international market, particularly in the Middle East, and focus on canned 
food related businesses, it provides the direction to be used as a guide by the 
functional manager. So if the functional manager received a proposal to start a 
non-canned food business in China, then it is clear that such a proposal should 
not be considered as it is not consistent with the business policy of the food 
division. The above proposal may not be acceptable if the potential return on 
investment is less than 8% or the sales growth may not be able to increase the 
sales of the food division. Thus, policy statements are very important in the 
implementation stage of the organisation as it can set a clear direction or make 
the organisation move in haphazard ways.  
 
Policies are, therefore, directives designed to guide the thinking, decisions and 
actions of the managers in implementing an organisation's strategy (Pearce II & 
Robinson Jr., 1985). Policies also provide guidelines for establishing and 
controlling the operations of the organisation in a manner consistent with the 
organisational goals and objectives. While policies provide these guidelines in a 
broad manner, at the functional level, they are translated into standard operating 
procedures (SOPs).  
 
The SOPs provide a description of the necessary steps to be taken in a sequential 
manner on how a particular task or job is to be done. The SOPs will list out the 
activities necessary to get the job or task done, the people involved, the timelines, 
financial implications (if any), and the processes (steps) involved in getting the 
task done. SOPs are important to organisations when they are new or involved in 
activities considered alien as compared to previous activities done in an 
organisation. SOPs are also important to ensure that people in the organisation 
know how to get things done so that they do not go astray. In large and complex 
organisations like the public sector, SOPs provide better management and 
administration as the people involved in the project or activity often change 
without leaving a guideline to the successor on how to get things done. This is 
generally one of the common reasons why strategy formulation fails in many 
organisations. There is no follow-through in the implementation of the project or 
there is a change in the policy decision, halfway through the implementation 
process. Such situations can affect the implementation of the strategy and the 
ability of the organisation to achieve the strategic planning targets. It also 
explains why certain strategy implementation fails. 
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Having set the objectives and policies of the organisation, the next stage is to 
integrate these with the chosen strategy. The chosen strategy may be selected 
because it is found to be reasonably consistent with the goals and mission of the 
organisation and matches with the external environment, industry situation as 
well as corporate strengths and weaknesses. As such, a practical strategy is 
inevitable and in the implementation stage, the organisation needs to review the 
consonance of the strategy with the selected objectives and policies set in the 
organisation. In other words, the issue is to establish to what extent the selected 
strategy can help the organisation to achieve the set objectives and to ensure the 
policies do not hinder the implementation of the strategy. This process is not 
generally implemented by managers, as they often resort to ‰fire-fighting‰ when 
managing the affairs of the business. Consequently, the implementation of the 
strategic action resulted in problems, and if not resolved accordingly, it will 
cause the project to fail. For example, the chosen marketing strategy is to expand 
the food business in the international market. One potential opportunity that 
arises is the expansion for the food business in China. Alternatively, the selected 
financial strategy may be to control costs of the operation, and this means that 
international operations have to be managed astutely. This opportunity is not 
consistent with the policy set at the food business unit or not consistent with the 
marketing strategy or financial strategy of the organisation. So if the food 
business manager is convinced of the potential impact of such opportunities in 
China, he should get the top management to review the business policy to 
include China.  
 
Similarly, if the financial controller feels that this strategy can enhance the revenue 
for the organisation, the financial strategy should be reviewed. This kind of situation 
is generally difficult and many managers get tired as the top managers have a fixed 
mind set in their policy decisions. The situation can result in many managers leaving 
the organisation as their suggestions were not given due consideration. The matter is 
even less motivating when the top managers do not have enough information but do 
not like to show their ignorance. On the other hand, the matter is easily handled 
when the top managers are more hands-on and have more experience and a wide 
information network, which is not easy to find. As such, the dynamism of the 
business environment makes implementation of the organisational strategy a living 
challenge to managers on the ground (at the functional or operational level).  
 
The process of integrating the objectives, policies and strategies of the organisation 
should be done with astuteness, and reviewed more frequently after the strategic 
plans are formulated. This should be done by the corporate planner or chief 
executive officer. It should be noted that this prescription may be easier said than 
done, but many chief executive officers do this in a more informal way due to 
hassles in the formal processes. This may explain why many people think that in 
practical strategic planning, the formal processes hinder the process of getting things 
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done faster. Nonetheless, we often see how chief executive officers change their 
views on certain organisational policies as they know that the change is inevitable. 
At the lower level, they may view this action as someone who is fickle-minded, and 
difficult to cope with, whereas in reality the chief executive officer is managing to 
cope with the changes in the environment. 
 

 

  
ORGANISATIONAL STRUCTURE 

In implementing strategy, the question of ‰what are the activities to be done‰ can 
best be viewed from the organisational structure. The organisational structure 
defines the division of tasks for efficiency and clarity of purpose and 
coordination between the interdependent parts of the organisation to ensure 
organisational effectiveness (Pearce II & Robinson Jr., 1985).  
 
Structure is, therefore, the design, whether formally or informally, the lines of 
authority and communication between different administrative offices, units, 
divisions, business units and the information and data that flow through these 
lines of communication and authority (Chandler, 1962).  
 
As such, structure provides the means to centralise or decentralise the activities 
consistent with the organisational and control needs of the strategy. The 
organisational structure will explain in brief who is suppose to do what activities, 
and to whom the person should report in the organisational hierarchy. In 
implementing the strategy, the manager should make sure that all employees 
follow the lines of authority and communication. 
 
There are at least five major types of organisational structure (Pearce II & 
Robinson Jr., 1985): 

(a) Simple; 

(b) Functional; 

(c) Divisional; 

(d) Strategic Business Unit; and 

(e) Matrix. 

10.2 

ACTIVITY 10.1 

Why is the integration of objectives, policies and strategies of the 
organisation important? 
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10.2.1 Simple Structure 

A simple organisational structure is shown in Figure 10.1. In this structure, there 
is a direct relationship between the manager and the employee. This is normal in 
small business enterprises, where there is a direct and personal relationship 
between the manager, who is usually the owner of the business, and the 
employees. In this case, all matters have to be referred to the manager or owner. 
The manager has direct control of all the operations and activities of the business. 
Decision making in this situation is also easier and faster. The relationship 
between employees and manager or owner is generally closer and there is a 
personal touch in employer-employee relations. 
 
This structure is not relevant when the business activities of the organisation 
expand. The direct relationship between manager and employee is not going to 
make the job of the manager easier when there are many activities to cope with. 
In this type of structure, the owner or manager generally focuses on operational 
matters and may not have the time to think of business strategy issues. 
 

 
 

Figure 10.1: Simple structure 

10.2.2 Functional Structure 

In many organisations, the functional structure is adopted as it is related to the 
activities or functions required in the management of the organisation  
(see Figure 10.2). In the functional structure, the tasks and activities are grouped 
into functional areas like marketing, human resources, finance, accounting, 
production, and research and development. In this type of operation, in many 
organisations, the production, marketing and operations are the line functions 
(functions that have the authority and responsibility of a particular area), 
whereas finance and human resources are the staff function (which provides a 
specialised service or assistance to the line positions). Each of the functional areas 
will focus on its area of specialisation or concentration. This will improve 
efficiency in the organisation, and differentiate the role and responsibility of 
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people in the daily operations. Strategic control of the organisation, however, is 
centralised at the top (chief executive officer).  
 
While the functional structure may encourage specialisation, it can also cause 
problems in coordination and rivalry among the functional units. For example, it 
is not uncommon that the marketing area wants to spend money while the 
finance or accounting section may reject it. Similarly, the production area may 
want to give more incentives to their outstanding employees, but the human 
resources department may disagree as it is not consistent with the human 
resource policy of the organisation. Thus, occasional conflicts between the line 
and staff employees are inevitable. This type of situation can hinder the 
motivation and development of the organisation in the long run. 
 

 
 

Figure 10.2: Functional structure 

  
DIVISIONAL STRUCTURE 

A divisional structure is shown in Figure 10.3. This structure is adopted when the 
organisation has diversified its business in many areas that can be related or 
unrelated to the existing business. For example, one may start the business by 
focusing on the food business. Then, one realises that there is potential in the 
beverages area, and start the beverages operations. Later, when the business is 
successful and expanded, one may start the canned food business, or restaurant 
business. Business divisions can be defined in terms of products offered, markets 
served or customer groups. Because each of these business operations is large 
and needs specific attention, the divisional structure is found to be suitable. In 
this way, the chief executive officer can monitor the operations of each business 
division more efficiently and effectively.  
 
The divisional structure is appropriate when the organisation finds that the 
activities need to be coordinated well in a rapid way. This will also help 
managers of the division to monitor the progress of their operations more 
efficiently. In this type of structure, the CEO has more time to think of other 

10.3 
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strategic issues in the organisation rather than focusing on operational matters. In 
this structure, divisional managers have greater authority and responsibility in 
managing their operations, thus giving them more experience in handling 
strategic issues in the future.  
 
There may also be problems in resource allocation under the divisional structure. 
Consequently, there may be dysfunctional competition and conflicts in some 
cases. Problems may also arise in relation to the extent of authority of the 
divisional managers, and policy of the division, which can be inconsistent with 
the overall organisational policy. 
 

 
 

Figure 10.3: Divisional structure 

10.3.1 Strategic Business Units (SBU) 

When the organisation expands into many areas and has several divisions to 
manage, the more effective way is to reorganise the divisions into strategic 
business units (see Figure 10.4).  
 
Each strategic business unit is comprised of several divisions. Each division may 
focus on certain activities of the business operation. For example, in an 
organisation, there may be a canned food division, a dry food division, a wet 
food division and a fast-food division. These divisions would be under the food 
strategic business unit. One advantage of this structure is that it helps to improve 
the coordination and integration activities of the food business. This structure 
also assists in facilitating the management of the food business unit in a more 
efficient way especially where there are resources to be shared. In this structure, 
it is easier to monitor the accountability and performance of the business units 
and divisions within the strategic business unit.  
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The management of the strategic business unit, however, can also provide several 
setbacks in terms of increasing the number of layers in the organisational 
hierarchy. This will add to the bureaucracy level in the organisation. 
Dysfunctional competition may be enhanced with limited resources, and can 
create conflict if not properly managed. The extent of authority and autonomy of 
the heads of the strategic business units can be difficult to define and 
consequently cause confusion among the strategic business units. This may also 
enhance the lobbying behaviour of managers in the division and strategic 
business units with the chief executive officer of the organisation. The job of the 
chief executive officer becomes even more challenging, and requires people with 
wide experience and wisdom. 
 

 
 

Figure 10.4: Strategic business unit structure 

10.3.2 Matrix Structure 

In large organisations with many multi-products, multi-markets and projects 
involved in various customer groups, the matrix structure provides an 
alternative solution (see Figure 10.5). 
 
The matrix structure provides for dual lines of authority, performance responsibility 
and strategic control of the entire business activities of the organisation. Large 
organisations like Citicorp, Matsushita and universities use this type of structure in 
their operations. In this structure, a manager will have two superiors to report to.  
 
For example, because the key activity is project based, the marketing executive 
may report to the marketing manager on the project development, and at the 
same time the marketing executive will report to the project manager on the 
progress of the marketing function in the project. Similarly, in a university 
setting, the person appointed to the administrative position of a Dean will report 
directly to the Vice-Chancellor/Deputy Vice-Chancellor on all administrative 
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matters the Faculty the Dean is managing, and report to the Head of Department 
(if there is one) on the academic performance of the Dean, who is supposed to do 
some academic work like teaching and research in the university. 
  
The matrix structure can accommodate a wide area of project-oriented activity in 
the organisation. It is also a good training ground to develop strategic managers 
in the organisation and minimise the inefficiencies in the organisation. This 
structure can also foster creativity and diversity in generation of ideas. However, 
the dual accountability can create problems in terms of work performance 
expectations and evaluation. For example, there are people in ‰Deanship‰ who 
do well in the university management but do not do well in academic 
performance. Consequently, some people feel dissatisfied and disheartened as 
the performance measures are not evaluated properly. This type of structure can 
also cause confusion to many others outside the typical organisational system. 
For example, one would expect that a Deputy Vice-Chancellor to be someone 
with outstanding academic and management expertise, but in some cases the 
situation is not true. Since some people view the jobs as ‰temporary‰ and not 
‰permanent‰, endorsement of the appointments of relevant personnel in the job 
by the authorities is considered sufficient. Consequently, a person with less 
academic achievement (say an associate professor instead of full professorship) 
when appointed to this position may feel dissatisfied when he/she is removed. 
Thus, the intensity of organisational politics is enhanced. 
 
On the other hand, the situation would not become critical if the appointment is made 
with greater transparency, like that in many developed countries. For example, the 
positions of the Vice-Chancellor and Deputy Vice-Chancellors are advertised in the 
press, and interested parties are invited to apply to such positions and are interviewed 
by a committee appointed by the university or policy makers.  This would not solve 
the entire problem but generally can reduce the negative consequences. 
 

 

Figure 10.5: Matrix organisation structure 
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THE STRATEGY AND STRUCTURE 
RELATIONSHIP 

The choice of organisational structure is important in assuring successful 
implementation of the organisational strategy. This relationship emphasises the link 
between strategy and structure and how it affects organisational performance. 
According to Chandler (1962), the link between strategy and structure is important to 
the extent that it can affect the overall organisational growth and development. 
Chandler studied 70 large corporations in the United States over an extended period 
and found a common strategy-structure relationship as shown in Figure 10.6. 
 

 

Figure 10.6: Strategy-structure relationship 
 

Chandler found that in Du Pont, during the early years, the organisation had a 
functional structure that is well suited to the production and selling of a limited 
range of products. As Du Pont added new product lines, and purchased their 
own sources of supply, and created their own distribution networks, they 
became too complex for highly centralised structures. In order to remain 
successful, the organisation needed to shift to a decentralised structure with 
semi-autonomous divisions. Similar development was also observed in other 
American corporations like General Motors, Sears and Standard Oil. Thus, 
Chandler concluded that changes in the corporate strategy lead to changes in the 
organisational structure. In other words, organisations need to change their 
structure when they are implementing a new strategy. If this is not done, the 
organisation will face problems at the implementation stage, and this 
consequently affects the overall performance of the organisation. A small 
business needs to change its structure from a simple structure to a functional or 
divisional structure when the business expands consistent with the strategy 
selected by the organisation. Structural changes in the organisation are only 
necessary when there is intense competition which necessitates the organisation 
to react fast in response to the rapid changes in the business environment. 

10.4 
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LEADERSHIP AND HUMAN RESOURCES 

The key areas in implementing strategy are organisational leadership and the 
availability of human resources to implement the strategies formulated. 
Organisational leadership is important as it can influence the behaviour and 
actions of the subordinates or peers towards accomplishing the organisational 
goals and objectives. With effective leaders, the organisation can ensure action 
and motivate others to work towards the organisational targets.  
 
While it is important to recognise the role of the chief executive officer in the 
strategic management process, the role of the CEO in strategy implementation is 
also critical in influencing and motivating others to work towards the common 
goals of the organisation. One of the reasons why strategic plans fail is the CEO 
does not recognise the importance of his role in strategy implementation. For 
example, as a strategist, the role of the CEO is to monitor the progress and 
development of the strategic implementation plans. This activity is often given to 
other managers who may lack leadership drive and skills to motivate others to 
do the assigned tasks efficiently and effectively.  
 
The role of the CEO in setting the tone and style of leadership in the organisation 
also enhances the organisational climate which induces others to work together. 
CEOs also need to review the reward system and compensation and human 
resources policy to motivate employees and assure successful implementation of 
the strategy. While monetary incentives are necessary, the non-monetary 
incentives are also important. The non-monetary incentives can be given in the 
form of corporate certificates, plagues and time off. In the public sector, non-
monetary incentives can be given in the form of awarding state or federal titles 
for their contribution in the state or country. For example, in the United States, 
Southwest Airlines under the leadership of Herb Kellerher gained much support 
and respect from the employees and consequently made Southwest one of most 
profitable airlines today. Similarly, the leadership of Tun Ismail Ali in managing 
Perbadanan Nasional Berhad and other large Malaysian conglomerates gained 
much respect and confidence among business leaders in the country and in the 
region.  
 
The late Tun Abdul Razak, the second Prime Minister of Malaysia, was an 
outstanding leader. He was known to have close relations with the industry and 
public service, gaining respect and support for his implementation of the New 
Economic Policy and other national reforms in the country.  
 
 
 

10.5 



     TOPIC 10    STRATEGY  IMPLEMENTATION      

 

145

Another important factor is the extent of available manpower to implement the 
strategy. The supply of human resources is important to ensure limited barriers 
in implementation. While this is important, it is also important to ensure that the 
supply of human resources have the necessary skills, experience and competence 
in managing the implementation activities. Often, the implementation activities 
are hindered because the people in the processes do not know how to do it due to 
lack of experience or knowledge. This can be related to the issue of human 
resources competences and abilities of the organisational personnel. If the leader 
is not aware, then chaos can only be expected in the organisation. As such, before 
implementing the strategy, it is important to identify potential personnel 
required to implement the strategy. If no inside personnel is available, the job can 
be outsourced (if available), or else the organisation needs to develop internal 
personnel and get him or her trained. Human resource services can also be 
outsourced. Some organisations hire consultants to handle these matters.  
 
While getting the right people to be placed in the right position can be difficult, it 
is also hard to recruit new people to fit into the organisation as the hired 
personnel may not be familiar with the culture of the organisation. As such, 
matching the right person to fit with the organisational culture can be a 
challenging task. The task is also difficult as the new personnel is to fit into the 
new organisational culture, which can be quite different from his past 
experiences. Besides these, in implementing the organisational strategy, the 
management has to see the fit between the new strategy and the culture of the 
organisation. Is the selected strategy compatible with the organisationÊs existing 
culture? If the strategy is not compatible, can the existing culture be modified to 
fit with the new strategy? If the strategy and culture cannot be changed, to what 
extent is management committed to implement the strategy, thus causing the 
culture or strategy be modified? These issues need to be addressed before the 
organisation implements the new strategy that has been set forth. If these issues 
are not resolved, there may be resistance to implementing the new strategy of the 
organisation. This resistance may be due to reluctance in accepting new ideas or 
lack of understanding of the new approaches or poor communication between 
the top management and the employees at the ground level. One way to resolve 
this resistance is to continuously communicate with the employees on the 
organisational mission and strategic plan of the organisation. Some organisations 
invite the employees to participate in the strategic planning process, and provide 
information and seek for their feedback. In small organisations, this process can 
be done but in large organisations, the process is too cumbersome and may affect 
the strategic planning process. Some organisations make it as an annual 
organisational policy address session in trying to build the commitment and 
support of all the employees in the organisation.  
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In trying to gain better support from the employees, many organisations revise 
their rewards and compensation system, and provide incentives to employees 
who perform and meet the targets set by the organisation. Special performance 
related bonuses are given to those who exceeded the targets set forth and showed 
superior performance of their business units or divisions.  
 
Finally, to make the organisational implementation of strategy successful, it is 
necessary to identify specific actions such as identifying specific personnel to 
take charge of the project implementation, monitor the progress, and provide 
financial and moral support to the personnel in implementing the tasks. The 
organisation may also need to make provisions in terms of contingency plans for 
implementation, in the event there is a fall out in the implementation plan. 

  
ORGANISATIONAL SYSTEMS AND 
FUNCTIONAL PROCESS 

In implementing the organisational strategy, after we have defined the appropriate 
organisational  structure, and the right leadership and human resources to manage 
the implementation of the strategic plan project, the next stage is to ensure that the 
organisational systems and processes are set in place so that the plans can be 
implemented efficiently and effectively. This means that the organisation must make 
sure that the various functional areas in the organisation are ready to accept the plan 
of action. The key organisational systems and processes that have to be ready are the 
resource allocation systems, information systems, human resource system and the 
monitoring system as shown in Figure 10.7. 
 

 

Figure 10.7: Organisational systems and functional process 

10.6 
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10.6.1 Resource Allocation Systems 

The allocation of resources in the organisation involves the areas of budgeting, 
planning and control systems. The processes are important in ensuring superior 
performance of organisations. 
 
Budgeting involves many people in the organisation, both at the low and middle 
or high level. This is due to the fact that in preparing the budget, the people in 
the unit or division need information on the performance or data of the unit. This 
is then compared with the proposed plan of the unit or division as outlined in the 
strategic plan. To make the strategic plan a reality, the unit or divisional manager 
needs resources to implement these plans. As such, issues related to finance, 
people and physical resources are outlined in the budget plan of the 
organisation. The manager needs to request the amount of funds required to 
implement the plan and seek human resources to get it done. In some cases, the 
budget would include requests for physical space or facilities like office rooms, 
computer hardware and softwares, or Internet. The requirements of the unit or 
division are made through the budget exercise in the organisation, generally 
done on an annual basis. The requested budget is then forwarded to the top 
management for approval. Once approved, the unit or divisional manager can 
implement the plans.  
 
While this may seem simple and clear, in reality the process is complicated by 
certain tasks like defending the budget. This can happen when the amount of 
human and financial resources in the organisation is limited. In such cases, the 
budget debate can be a daunting process for unit or divisional managers. In 
general, the budget exercise may take three to four months before the actual 
plans are implemented. In such a case, things may change and this can affect the 
budget requested. Usually, the revisions of budgets are done in organisations 
either quarterly or semi-annually. 
 
Once the budgets have been approved, the unit or divisional manager needs to 
integrate the budget into the planning and control system in the organisation. 
This can be done by storing the budget information in the manager's database 
and reviewing the planning information from time to time (say monthly or bi-
monthly basis). This acts as a control mechanism to ensure that the budget does 
not exceed the required amount that was planned earlier. 
 
The resource allocation process is the most critical process that can ensure 
successful implementation of the strategic plan. One of the major weaknesses in 
strategic planning is that the budgets approved did not take into account the 
required amount by the unit or divisional manager. As such, unit or divisional 
managers have difficulties in implementing the strategic plans of the 
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organisation, which often creates conflicts in the organisation. The CEO or 
financial controller need to strategise in terms of priorities in making decisions 
on resource allocations when the resources are limited. This will mitigate the 
conflicts in the resource allocation process. 

10.6.2 Information Systems 

To ensure effective implementation of the organisational strategy, information 
system plays an important role in assisting managers to make the appropriate 
decisions in the implementation process. In many organisations, developing an 
effective information system is critical to ensure that managers have access to the 
most up to date information in the unit or division or the whole organisation. 
This can be developed in the form of a management information system (MIS), 
accounting information system (AIS), financial information system (FIS), 
marketing information system (MktIS) or general information system.  
 
Many organisations do not have a general database information system. 
Information is often stored according to departments such as Finance, Marketing 
and Human Resources. For example, it would be easier for the marketing 
manager to think of alternative strategic plans to market the products/services of 
the organisation if he or she has information on the extent of organisation 
inefficiencies or ineffectiveness. In implementing organisational strategies, such 
information is generally not accessible to the unit or divisional managers, thus 
creating inconsistencies in the strategic plan implementation. Similarly, 
information on the organisational aspects like human resources systems and 
processes must be made more transparent. For example, if the employees knew 
the kind of skills and training their subordinates had been exposed to earlier, the 
superior could propose alternative training programmes for the subordinates. In 
many cases, the information was left in isolation and their immediate superior is 
not aware of the training given to his subordinates over a period of time.  
 
Developing an effective information system in the organisation can ensure 
greater efficiencies and effectiveness. This is because the many activities of the 
organisation are more integrated and coordinated. More importantly, the 
information needed to manage the strategic plans are communicated, and 
managers can take a proactive role in making contingency plans or alternatives in 
implementing the strategic plan of the organisation. Developing such types of 
information system is not difficult and costly as there are many simple software 
for specific types of information system. Nevertheless, it should be noted that 
having an effective information system can enhance the implementation of 
organisational strategies. 
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10.6.3 Human Resource System 

 

 
 
In implementing organisational strategy, ensuring that an organisation has an 
appropriate human resource system is essential. It is the human resources that 
can assure the successful implementation of organisational plans and strategies. 
People in the organisation must know the rewards and performance system used 
in the organisation. In some organisations, information on the human resource 
management system is considered private and confidential to the extent that it 
discourages others in trying to do better in the organisation. Information on the 
human resources management system and processes are not confidential. What 
is confidential is the personal data of the employees. Policy issues on human 
resources like payroll schemes and grades should be made known to the 
employees as it can enhance their understanding on the human resource 
management system practiced in the organisation. For example, an executive in 
an organisation would like to know what is the range of the executive salary, is it 
between RM2,000 and RM3,000 or more. If someone is already at the end of the 
band, then he expects a promotion. If this is not done due to poor performance, 
the employee would know that he needs to look for an alternative job if he needs 
higher salary.  
 
Another important aspect related to the human resource system is the 
performance appraisal methods and approaches. In some organisations, 
performance appraisal is done in a more transparent way while in some other 
organisations, the performance appraisal is done in secrecy (that is not discussing 
with the employee or subordinate). This happens as the relationship between 
superior and subordinate is culturally inhibiting. In other words, in some 
cultures, trying to be more open and discussing performance of an employee 
appears to be taboo. Consequently, some managers keep it to themselves. 
Whatever system the organisation adopts, it is important that the rewards and 
compensation system are put in place consistent with the expectations of the 
employees in the organisation. 
 
 
 
 

Human resource system refers to the way human resources of organisations 
are managed. 
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10.6.4 Monitoring System 

In implementing the organisation strategy and plans, the organisation must 
ensure it has developed a monitoring system. This is to oversee the 
implementation of several plans of action that was put in place. The monitoring 
system could be in the form of providing feedback on a weekly or bi-weekly 
basis on the development or progress of the organisation. Such monitoring 
systems can be set in place either in management meetings or in the information 
system database. In large organisations, monitoring could best be done in the 
information system and in the form of disseminating information in the 
organisationÊs communication newsletter. In small organisations, monitoring 
could be done in weekly meetings or informal meetings. The presence of the 
monitoring system would ensure that the managers at the implementation level 
respond to the various challenges facing them in the changing business 
environment. 
 
One of the common reasons for failures in strategic plans is that the monitoring 
mechanisms in organisations are generally poorly managed. In some 
organisations, the CEO would invite all managers in the organisation to meet 
him, say once a month, for about one to two hours to raise any problems in 
implementing the organisational strategy and plans. By doing so, the CEO is 
aware of the many problems that may not reach him/her as it may not be to his/ 
her liking. Last but not least, the monitoring mechanism is important to ensure 
successful implementation of the organisational strategy. How it is done would 
depend on the ingenuity of the CEO and the organisational preferences and style. 
 

 
 
 

ACTIVITY 10.2 

1. What is the difference between the simple structure and the 
functional structure? 

 
2. What structure is used in your organisation? Draw an 

organisational chart to support your answer. 
 
3. What is the relationship between strategy and structure of an 

organisation? 
 
4. Describe some of the organisational systems and functional 

processes in Open University Malaysia. 
 


