
 

   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 INTRODUCTION 

It is known that strategy formulation has been equated with strategic planning. 
Strategic planning has also been known as strategic management. However, in 
general, many people accept the fact that strategic planning is part of strategic 
management, and therefore, refers to the strategy formulation part of the 
strategic management activity and processes. 
 
In the strategy formulation component, the key elements are vision, mission, 
goals and objectives of the organisation. This presents the beginning phase of the 
process in developing a corporate strategy of an organisation. In this topic, you 
will be exposed to the concepts and definitions of the organisational vision, 
mission, goals and objectives. These concepts will provide the basic foundation 
for organisations to develop and select the appropriate strategy which fits the 
current environment. 
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LEARNING OUTCOMES 

By the end of this topic, you should be able to:

1.  Identify the concept of strategy formulation;  

2.  Explain the key elements in strategy formulation; 

3. Compare the organisational vision and mission; 

4. Discuss the organisational goals and objectives; and 

5. List the characteristics of high quality objectives. 
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 SETTING ORGANISATIONAL VISION AND 
MISSION 

 
In order for an organisation to thrive in the future, managers and executives in an 
organisation must know the basic vision of the organisation  what it strives to 
become (David, 2003).  
 

 
 
 
 
As such, developing a vision of an organisation would rely on the creativity and 
intuition of the leaders in the organisation. 
 

 
 
 
 
Trying to develop a vision for an organisation can be a daunting task as not 
many would have the imagination and creativity to know where the organisation 
should be going. It also requires some commitment, motivation and aspiration 
from the leaders and managers in the organisation. Figure 4.1 shows the visions 
of some organisations. 
 

 

Figure 4.1: Examples of vision statements 

The vision is also an act of translating imagination into terms that describes 
possible future courses of action for the organisation. 

The vision will define where the organisation wishes to go, which is vital for 
identifying successful strategies for the organisation. Vision is also a big 
picture that will show who we are, what we do and where we are heading. 

4.1 
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The vision of an organisation sets out a dream that the employees and 
management need to seek and work for. This will provide a sense of pride, sense 
of belonging and also a clear direction to steer the organisation in the future. The 
vision is a statement that would help the organisation to focus on what it does 
best and how to do the right things. As such, some organisations can have a 
vision statement that is short (as shown in Figure 4.1) and others can be slightly 
more elaborate. For example, John Deere Inc has an elaborate vision statement as 
follows: "John Deere is committed to providing Genuine Value to the company's 
stakeholders including our customers, dealers, shareholders, employees and 
communities. In support of that commitment, Deere aspires to: 

 
(a) Grow and pursue leadership positions in each of our business; 

(b) Extend our preeminent leadership position in the agricultural equipment 
market worldwide; and 

(c) Create new opportunities to leverage the John Deere brand globally"  
(David, 2003). 

There is no specific way to write or develop the vision of an organisation. 
Nonetheless, it is important to take note that the vision statement must be simple, 
clear and easily understood by people. The vision statement is not static but can 
change over time. As such, the vision statement must be realistic, credible and 
able to withstand extreme situations, and can create a sense of urgency. Finally, 
the vision statement must be spelled out by top management to gain sound 
consensus that is desirable and achievable. It should also motivate the employees 
to work together towards the set direction.  

 
 
While the vision of an organisation shows what the organisation plans to 
become, the mission of an organisation defines the business of the organisation.  
 

  

The mission statement of an organisation translates the vision of the 
organisation closer to reality. 

ACTIVITY 4.2 

ACTIVITY 4.1 

What is the vision of your organisation? What is your opinion of the 
vision? 

Why should a vision statement be realistic? 
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It also defines the basic reason for the purpose of setting up the business and 
legitimises its existence in society. As such, the mission statement is more 
elaborate than the vision. The mission statement of an organisation should also 
describe the firmÊs products, market and technology in a way that reflects the 
values and priorities of the strategic decision makers. Figure 4.2 shows an 
example of mission statement. 

 

Figure 4.2: An example of mission statement 

 

Other organisations may have mission statements that are short and precise like 
Tenaga Nasional Berhad, „We are committed to excellence in our products and 
services‰ (TNB Annual Report, 2003). 
 
According to Abell (1980), one way of conceptualising the business definition is 
in terms of customer groups, customer functions and technology. 
Customer groups refer to categories of customers based on geography, socio-
economic class, lifestyle, personality characteristics, user industry and size of 
industry. 
 
Customer functions refer to the products and/or services performed for the 
customers. Customer functions can be separated by the way the function is 
performed (technology) and the attributes or benefits that a customer may 
perceive as important criteria for choice.  
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For example, transportation is a function. Taxi transportation is a way of 
performing the function. The taxi fare, comfort, speed and safety are attributes 
associated with the choices made.  
 
Technology refers to how the products or services will be provided or how 
customersÊ needs are satisfied. 
 
Thus, from this, one can define ‰what our business is‰ in terms of ‰what is being 
satisfied‰, ‰who is being satisfied‰ and ‰how customers' needs are satisfied‰. 
Figure 4.3 shows how to define what our business is. 
 

 

Figure 4.3: How to define a business 

 
Nonetheless, in trying to develop corporate mission statements, there are no 
specific rules or criteria set. King and Cleland (1979) suggest that when a 
company mission is developed, it should: 

(a) Ensure unanimity of purpose within an organisation; 

(b) Provide a basis for motivating the use of the organisationÊs resources; 

(c) Develop a basis or standard for allocating organisational resources; 

(d) Establish a general tone or organisational climate; 

(e) Serve as a focal point for those who can identify with the organisation's 
purpose and direction, and to deter those who cannot from participating 
further in the organisation's activities; 

(f) Facilitate the translation of objectives and goals into a work structure 
involving the assignment of tasks to responsible elements within the 
organisation; and 

(g) Specify organisational purposes and the translation of these purposes into 
goals in such a way that cost, time and performance parameters can be 
assessed and controlled.  



          TOPIC 4    STRATEGY FORMULATION 

 

42 

Corporate mission statements should also incorporate the company's view in 
terms of social responsibility and ethics in business. This statement would also 
include the company's attitude towards social, community and environmental 
concerns. Concern for employees may also be included in the company mission 
statements. As such, company mission statements can be more elaborate than the 
vision and more precise and specific than the corporate vision statement. 
 

 
 

 ORGANISATIONAL GOALS AND 
 OBJECTIVES 
 
Like the corporate vision and mission which set the direction in which the 
company is going, the organisational goals and objectives show the results which 
an organisation seeks to achieve. 
 

 
 
 
 
 

Goals are desired future states which the organisation seeks to achieve. 

ACTIVITY 4.3 

Answer True (T) or False (F) to the following statements:
 
No. Question T F 

(a) A clear vision provides the foundation for development of 

a comprehensive mission statement. 

  

(b) If an organisation chooses to have both a mission and a 

vision, the mission statement should be established first, 

as mission identifies where we are and vision would 

indicate where we want to go. 

  

(c) Strategic objectives are more specific than vision

statements. 

  

(d) Strategic objectives should be measurable, specific, 

appropriate and realistic, but not constrained by  

deadlines. 

  

 

 
 
  
 

4.2 

True (T) or False (F) Answers: 

(a) T (b) F (c) T (d) F 
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Goals are broad guidelines and more specific than the mission of the 
organisation. They are developed to help organisations translate what to achieve 
towards attaining the corporate mission. As such, goals of an organisation would 
indicate the aspects of survival, efficiency, effectiveness and profitability. For 
example, the mission of a transport company is to provide excellent transport 
services in the Klang Valley area and make customers happy. Then, the goal of 
the company should translate what needs to be achieved to get the mission 
accomplished. Thus, the goals of the company might be: to provide on-time 
services to Klang Valley travellers, to provide greater frequency of transport 
services to Klang Valley travellers and to provide high customer satisfaction. 
These statements are more precise than the mission but not as specific as the 
objectives of an organisation. 
 

 
 
For example, from the previously mentioned transport company example, if the 
goal is to provide on-time services to Klang Valley travellers, the objective set 
should be: to provide transport services that depart and arrive as per schedule in 
2012, to reduce unnecessary transport delays by 10% in 2012 and to increase 
provision of contingent transport services by 20% in 2012.  
 
The organisational objectives are generally defined by the managers at the 
functional level, while the organisational goals are generally set at the business 
levels. As such, goals and objectives are differentiated in terms of the specificity 
and timeliness of what to achieve in the organisation.  
 
It should be noted that in some books, the terms „goals‰ and „objectives‰ have 
been used interchangeably. In other words, some authors refer to goals as 
objectives and vice versa. Glueck and Jauch (1984) used the term 
interchangeably. Other authors may also differentiate goals and objectives by 
introducing the terms „official objectives‰ and „operating objectives‰. Official 
objectives refer to what the company plans to achieve, more likely to refer it as 
goals, while operating objectives refer to the specific objectives that need to be 
attained by the organisation within the time dimension. In this particular case, 
there is no right or wrong but what is important is that the definition of the terms 
„goals‰ and „objectives‰ must be made known and clear to the reader or person 
spoken to.  
 
 
 

The objectives of an organisation are specific statements of what to achieve 
with precise characteristics like timeliness, and being measurable and 
quantifiable. 
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There are several characteristics of high quality objectives in the organisation 
(Certo and Peter, 1990). They are as follows: 
 
(a) Objectives should be specific and precise; 

(b) Objectives should be set to be achieved with a desirable level of effort; 

(c) Objectives should be set so that they are attainable and realistic; 

(d) Objectives should be set so that they would be flexible when there is a need 
to change with respect to changes in the environment; 

(e) Objectives should be set so that they are measurable; and 

(f) Objectives should be set so that they will be consistent in the long run and 
short run. 

 
These can be summarised graphically as shown in Figure 4.4: 
 

 
 

Figure 4.4: Characteristics of high quality objectives 

The process of setting organisational goals and objectives may involve many 
people in the organisation. The changing business environment together with the 
interaction of the managers for resources may set managers to set different 
priorities in terms of goals and objectives. Furthermore, the past goals and 
objectives may have an influence on the future goals and objectives. Managers 
may prefer to set goals that they are familiar with and therefore are reluctant to 
change due to uncertainty. The values of top management can also influence the 
process of developing the goals and objectives (Glueck & Jauch, 1984). Thus, the 
ultimate goals and objectives set for the organisation present the final one agreed 
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by all parties in the process, but not necessarily pleasant to all in the group. There 
is no way to please everyone but a consensus should be reached to ensure goals 
and objectives are attainable. 
 

 
 

 

 Strategic formulation consists of vision, mission, goals and objectives. 

 Mission is how the organisation translates its vision to reality. 

 Ideally, objectives are more specific compared to goals, i.e. they must be 
specific, precise, achievable, attainable, realistic, feasible, measurable and 
consistent. 

 

Goals 

Mission 

Mission statement 

Objectives 

Vision 

Vision statement 

 

ACTIVITY 4.4 

 
1. Why are clear goals and objectives crucial for the success of an 

organisation? 
 
2. What is the difference between an organisationÊs mission and its 

vision? 
 
3. What are some of the main criteria that should be considered 

when developing a mission statement? 
 
4. Compare and contrast between organisational goals and 

objectives. 
 
5. List the hierarchy of organisational goals. 
 


