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STRATEGIC PLANNING EFFECTIVENESS
COMPARATIVE ANALYSIS OF THE
MACEDONIAN CONTEXT

BOBEK SUKLEV!
STOJAN DEBARLIEV?

ABSTRACT: Strategic planning practice and effectiveness has been the subject of much
academic debate in the Western context, but little empirical research and comparative
analysis exists on this subject in emerging and developing countries. The aim of this study
is to investigate the relationship between strategic planning and the organizational effec-
tiveness with the examination of a wider list of strategic planning dimensions and different
approaches and measures to assess the strategic planning effectiveness in the case of the
Republic of Macedonia, as well as to conduct comparative analysis of the strategic plan-
ning effectiveness in different emerging and developing countries. Two regression models
were performed as well as factor analysis was performed for all stated items for each of
the investigated variables. The empirical analysis conducted in Macedonian companies
shows that strategic planning can generally contribute to organizational effectiveness. The
comparative analysis conducted in this study refers to useful knowledge conclusions for the
specifics of strategic planning effectiveness in the emerging and developing countries and
indicates the probable reasons for potential differences in strategic planning effectiveness
in different countries.

Keywords: strategic planning, dimensions, organizational effectiveness, companies, Republic of Macedonia, emerg-
ing and developing countries.
JEL classification: M11; M21

INTRODUCTION

With the approach towards the gates of the European Union, considerable changes took
place in all segments of the environment in the Republic of Macedonia. Besides the re-
forms in the political and institutional environment, which have led to an adjustment of
the business clime to that of EU, the improvement of the Macedonian companies’ com-
petitiveness and effectiveness has become essential. The need for improving the com-
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petitiveness and effectiveness has arisen as a result of the opportunities for placement of
domestic products and services on the integrated EU market and regional trade zones,
according to many bilateral and multilateral agreements for free trade, as well as the
threats from foreign companies, which according to the same free trade agreements are
placing their products and services without any restrictions on the Macedonian market,
or FDI companies, which operate and compete directly from the Macedonian ground.
Due to the great importance of the improvement of the Macedonian companies’ effec-
tiveness, it is of particular interest to identify factors which contribute to the effective-
ness in the Macedonian context. Strategic planning might be one of these factors.

The studies and practice show that many changes that have occurred in developing and
emerging countries have led to the faster diffusion of strategic planning (Al-Shammari
and Hussein, 2008). On account of the problem of the implementation of strategic plan-
ning, the main focus of strategic planning literature has shifted to strategic planning
effectiveness. Many empirical studies have approved the supporting role of strategic
planning in creating better long term competitive positions and better organizational
performance of the companies. What is in common for the studies in the strategic plan-
ning and performance literature is their focus primarily on industrialized countries in-
cluding the USA, UK, Canada, Australia and Japan, producing frameworks and models
that are not necessarily applicable for developing or emerging countries (Al-Shammari
and Hussein, 2008). These authors in their other study (Al-Shammari and Hussein,
2007) note that little research is available that investigates the relationship between stra-
tegic planning and firm performance in other contexts and developing and emergent
markets. Therefore, bringing new data sets from these markets will provide valuable
information to answer the question of whether a similar pattern of this relationship
prevails across various contexts. Regarding the differences in strategic planning in dif-
ferent countries Greenley (1994) highlights “Although the principles of strategic plan-
ning should, of course, have universal application, there may be national differences in
strategic planning, country dependent influences from business culture, and influences
from different national trading conditions”. Therefore, it seems as necessary, new series
of studies and research to be conducted in emerging and developing market companies
in order to verify the need of implementing the strategic planning process and to investi-
gate the appropriate concept, which has to be created and implemented in the companies
of these markets. Also, in common for the studies, those conducted in developed, as
well as in emerging and developing economies, is the examination of several strate-
gic planning dimensions and aspects that influence the organizational performance or
the lack of examination of the important strategic planning dimensions. Phillips and
Moutinho (2000, p.370) stress that “despite the improvement in planning scales used by
researchers, the tendency is still to treat planning in terms of a unidimensional perspec-
tive.” They added that some studies have measured strategic planning solely in terms
of formality, (e.g., McKiernan and Morris 1995), comprehensiveness, (e.g., Fredrickson
and Mitchell 1984), sophistication (e.g., Robinson and Pearce 1988), and length of plan-
ning horizon (e.g., Rhyne 1986). So, after three decades of conducting many empirical
studies it is easier for a multidimensional and appropriate model of investigating the
strategic planning effectiveness for the purpose of emerging and developing economies
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to be conceptualized. Another common characteristic of studies in the field of strategic
planning effectiveness is too narrowly focused approaches to measuring strategic plan-
ning effectiveness. The problem lies in the fact that there is a lack or absence of using
qualitative, non-financial criteria for measuring strategic planning effectiveness. The
new approaches to assessment of organizational results and overall performance have
arisen in the last few decades. These approaches, besides the traditional financial criteria
for assessment of the organizational performance, add and many other non-financial,
qualitative criteria associated with core business process, customers, employees, organi-
zational learning and innovation and other core arias in the companies important for
the overall organizational performance.

In consideration of the above, the purpose of this study is to investigate the relationship
between strategic planning and the organizational effectiveness with the examination
of a wider list of strategic planning dimensions and different approaches and measures
to assess the strategic planning effectiveness, as well as to conduct comparative analysis
of the strategic planning effectiveness in different emerging and developing countries.
Thus, this study is designed to contribute to all past studies and research referring to
this subject in the private sector in emerging and developing countries, with emphasis
on the case of the Republic of Macedonia, with all of the specific characteristics of its
business clime, similar to the business clime of many emerging and developing coun-
tries whose primary purpose are the Euro - integration processes (or were before they
became EU members) or processes of creating modern and competitive economies.
The value of the study for the literature and theoretical knowledge lies in verifying the
planning and performance relationship as well as, supporting the existing literature
knowledge in this area by evaluating several dimensions of strategic planning, simul-
taneously, with two different approaches to measuring the strategic planning effective-
ness. Practical implications refer to setting up the different dimensions of the strategic
planning practice in a way that will enhance the strategic planning effectiveness and
give useful suggestions to managers by focusing their efforts on the effective strategic
planning practice.

LITERATURE REVIEW

Having in mind the purpose of this study, in this section is made review of other research
conducted in the field of strategic planning effectiveness which investigate a different
list of strategic planning dimensions and different approaches and measures to assess
the strategic planning effectiveness, both in developed as well as in other emerging and
developing economies.

International organizations approach construction of economy development taxono-
mies very differently. One explanation for this diversity is that economic theory provides
little guidance. Another explanation is that the institutions have different mandates and
therefore may approach the issue with different perspectives both operationally and ana-
lytically. At the same time, a casual inspection suggests that currently the classification
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systems are quite similar in terms of designating countries as being either ‘developed’
or ‘developing’ (Nielsen, 2011, p.18). For the purpose of this study the IMF (Interna-
tional Monetary Fund) country classification system has been taken for selecting coun-
tries which have been included in the comparative analysis with the case of the Republic
of Macedonia. According to this system there are two main categories of countries: (1)
Developed and (2) Emerging and developing countries (with two subcategories in the
second category: (2a) Emerging and other developing countries and (2b) Low-income
developing countries. The Republic of Macedonia with other countries subject to this
study belongs to the emerging and other developing countries

The effectiveness of companies operations is associated with the extent of implementa-
tion of aims, objectives, or targets or precisely with the working effects or results and
usually is defined as the degree to which the companies achieve the objectives or the
ability to produce desired effects or results. The effects or results in one company are
expressed through the organizational performance.

Consequently, the effectiveness of strategic planning is associated with achieving for-
mulated objectives, producing better results, or improving the organizational perform-
ance as the result of the use of strategic planning process in the companies. According
to Barney (2002) there are numerous definitions of organizational performance but
relatively little agreement about which definitions are “best”, let alone agreement about
criteria against which definitions of performance should be judged. We would add to
this that more important than the definition of organizational performance are the ap-
proaches and measures according to which organizational performance could be meas-
ured. There is a wide variety of techniques for measuring firm performance. According
to Barney (2002) there are four major approaches to measuring performance: survival
as a measure of firm performance, stakeholder approaches to performance measure-
ment, simple accounting measures of performance, and adjusted accounting measures
of performance. Drucker (1986) indicates that five basic measures of performance are
necessary and sufficient for the manager: market standing, innovative performance,
productivity, liquidity and cash flow, and profitability. Digman (2006) points to new
approaches that have arisen to help strategic managers evaluate and control their or-
ganizations’ performance as the following approaches: activity-based management, val-
ue-based management, the balanced scorecard, benchmarking, customer relationship
management and other useful and promising approaches. Although, there are different
definitions and approaches of measuring organizational performance, the literature is
united in the opinion that none of approaches to measuring organizational perform-
ance is without limitations, and it is usually advisable to apply multidimensional ap-
proach, or multiple measures of performance when conducting measuring of organiza-
tional performance.

Many authors in their definitions of strategic planning refer to objectives and results
and thus to effectiveness of strategic planning. Armstrong (1982, p.198) defines strategic
planning as an explicit process for determining the firm’s long-range objectives, proce-
dures for generating and evaluating alternative strategies, and a system for monitoring
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the results of the plan when implemented. According to Hewlett (1999) in O’regan and
Ghobadian (2002) strategic planning implies an attempt to alter a company’s strength
relative to that of its competitors, in the most efficient and effective way. Strategic plan-
ning focuses on the direction of the organization and actions necessary to improve its
performance. Sherman, et al. (2006, p.10) define strategic planning as a process that any
organization engages in to critically analyze its external and internal environment; for-
mulate a plan of action based on creating the best fit between the firm’s resources and en-
vironment opportunities; establish acceptable methods of reducing its own weaknesses
and mitigating external threats; identify appropriate tactics for implementing the plan;
and then establish methods of measurement that the organization will apply over time
to see whether or not the tenets of the strategic plan are leading to the desired results.
Strategic planning consists of planning processes that are undertaken in firms to devel-
op strategies that might contribute to performance (Tapinos et al., 2005).Griftin (2006)
states that strategic planning involves resource allocation, priorities, and actions needed
to reach strategic goals. Regarding the relationship between strategic planning and firm
performance, Barney (2002) points out that firm performance is central in the study and
practice of strategy. He explains that firms that gain a competitive advantage outperform
firms that gain only competitive parity or a competitive advantage. According to Meilich
and Marcus, (2007, pp.441-442) the strategic planning improves the organizational per-
formance in two ways: the first way, by reducing the uncertainty of companies operation;
and the second way, by improving coordination, communication and control activities
in the companies.

There is a wide variety of techniques, approaches and measures for measuring firm
performance. None of them are without limitation, so it is advisable to apply multiple
measures of performance when measuring the organizational effectiveness. Phillips and
Moutinho (2000), constructing the strategic planning index, as a tool for measuring stra-
tegic planning effectiveness note that studies on corporate performance have tended to
use a variety of different measures of success, which can be classified into one of two
groups: financial and nonfinancial. Therefore they use eighteen attributes critical to the
measurement of strategic planning effectiveness, 12 were strategic planning design pa-
rameters (e.g. seeking commitment to the long-range planning, setting explicit goals,
assigning implementation responsibilities to specified individuals/groups and etc.), and
6 were business performance attributes (efficiency and effectiveness in the past and next
years). By far the most popular way of measuring a firm’s performance is through the use
of accounting measures. Barney, 2002 notes that for these reasons, most early teaching
and research in strategy and strategic management focused on the impact of strategy on
firm’s accounting performance. Elbanna (2008, p.785) in his research explains that an
exclusive emphasis on financial performance is conceptually unsound and is undefended
as being narrowly focused. Hence, a broader concept of strategic planning effectiveness
is needed, based on multiple criteria for assessing the effectiveness of the strategic plan-
ning. These criteria examine whether the strategic planning:(1) increased effectiveness in
achieving the organizations objectives;(2) leads to developing a sustainable competitive
position;(3) leads to building commitment to action among line managers;(4) leads to de-
veloping a shared vision for the organization;(5) leads to a good fit between the external
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environment and the internal capabilities; and (6) assists managers in considering the
future implications of the current decisions.

In consideration of the above, it is reasonable for organizational effectiveness to be meas-
ured in two ways. First, by using accounting or financial measures, primarily due to
these measures of performance they are the most popular in the research of organiza-
tional effectiveness, and secondary these measures are publicly available for many firms.
But due to many critiques of these measures, that they are too narrowly focused, they
have to be supplemented with non-financial measures as: a level of customer satisfaction,
customer loyalty, a level of employee satisfaction with their jobs, shareholder satisfaction
with the results etc. This statement has been confirmed in the research of O’Regan and
Ghobadian (2002), where authors stress that the balance has moved on from efficiency
based measures to a greater emphasis on meeting customer needs and ensuring customer
satisfaction. Second, by using criteria for assessing the strategic planning effectiveness,
having in mind that the purpose of this research is measuring strategic planning effec-
tiveness in developing and emerging economies and that this kind of research already
has been conducted in Egypt by Elbana (2008), so it would be productive for comparing
the strategic planning effectiveness in the case of Republic of Macedonia and Egypt as
developing and emerging economies if we use Elbanna’s criteria for strategic planning
effectiveness.

Many different dimensions and aspects of strategic planning have been investigated re-
garding their association with the different approaches of measuring organizational per-
formance. Veliyath (1992) investigates the anticipatory and hindsight orientations effect
on the firm’s short-run performance and long term prospects through strategic planning.
Kraus et al. (2006) investigate the contribution of strategic planning formalization, time
horizon, strategic instruments and control to the organizational performance, measured
by growth of the firm. Meers and Robertson (2007) investigate the strategic planning
practices, measured by using strategic planning tools in the profitable small firms, where
financial profit was the measure of performance. Baker and Leidecker (2001) examined
the relationship between the use of strategic planning, the use of individual strategic
planning tools and the use of strategic planning process and financial performance,
measured as the average annual pretax return on assets (ROA) over the last 3 years for
the respondent’s business unit. Rudd et al. (2008) investigate the mediating effects of four
types of flexibility (operational, financial, structural and technological) on the strate-
gic planning and financial performance (profit growth, sales growth, market share) and
non-financial performance (employee satisfaction and employee retention) relationship.
An integrative model of relationships among managerial, environmental, and organiza-
tional factors, strategic planning intensity, and financial performance was developed and
tested by Hopkins and Hopkins (1997). Risseeuw and Masurel (1994) investigate the in-
fluence of firm size, firm’s age, specialization rate, portfolio-like activities and planning
intensity on the organizational performance, expressed in terms of labor productivity,
defined as the ratio of total sales and total employment. O’'Regan and Ghobadian (2002)
investigate the impact of the barriers to the strategic planning implementation on the
organizational performance, by examining the extent to which the barriers are experi-
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enced by high and low performing firms. High and low performing firms were selected
by separating the firms that perceived that their market share was increasing from those
that perceived that their market share was decreasing.

Studies in this area in the emerging and developing countries have been conducted in
Turkey, Egypt, Jordan, Saud Arabia, United Arab Emirates, Bahrain, South Africa etc. In
his research in Egypt, Elbanna (2008) examines the influence of the strategic planning
practice, expressed through the extent to which the enterprise uses strategic planning
tools and management participation in the strategic planning, on the strategic planning
effectiveness, using criteria for strategic planning effectiveness explained above. Glaister
et al. (2008) in their research in Turkey argue that formal strategic planning practices
and their impact on the firm’s performance should be viewed in relation to organiza-
tional variables, hence in their research they investigated the influence of environmental
turbulence, organization structure and firm size as major determinants of the strategic
planning and the organizational performance relationship, measured by performance of
examined business over the last three years relative to their major competitors on each of
the following financial performance criteria: growth in profits, growth in sales volume,
growth in market share, after tax returns on total sales. In the research conducted in
Jordan, Al-Shammari and Hussein (2007) examine the relationship between formal stra-
tegic planning (organizations where surveyed according to the extent of formalization
of strategic planning and were divided into three classes: non-strategic planners, incom-
plete strategic planners and strategic planners) and firms performance (two indicators
for assessing the firm financial performance: return of assets and growth in revenues);
and four indicators for assessing behavioral performance (firm adaptability, job satisfac-
tion, attractiveness and retention ability).

Having in mind all of the mentioned above, three problems or dilemmas arise as the sub-
ject for this research: first, the focus of the literature and research from this field is pri-
marily on industrialized countries and the little research that investigates the relation-
ship between strategic planning and firm performance in other contexts in developing,
emerging and developing economies and markets; second, examination of several stra-
tegic planning dimensions and aspects that influence the organizational performance
or the lack of examination of the important strategic planning dimensions in both, the
conducted research in developed and developing, emerging, developing economies; and
third, the dilemma whether the strategic planning contributes to better organizational
performance, or with other words inconsistency of results gained from many different
studies. A possible reason for the third problem, inconclusive findings, may be that pre-
vious studies used differing definitions of strategic planning or tested only one of the di-
mensions of strategic planning. In support of this view, Boyd and Reuning-Elliott (1998)
argue that inadequate measurement of the planning variable has been a major limitation
in conducting empirical research on strategic planning. Specifically, they claim that the
use of inconsistent terminology, the lack of agreement on the scope of strategic planning,
and measurement problems have substantially limited researchers’ ability to integrate
empirical work and obtain consistent results because they have not consistently defined
and measured the key operational variable.
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Development of hypotheses

In consideration of all above mentioned dimensions and aspects of strategic planning
and the organizational effectiveness, the aim of this study is to investigate the relation-
ship between strategic planning and the organizational effectiveness with the examina-
tion of a wider list of strategic planning dimensions (the formality of strategic planning,
the use of strategic planning techniques, the management participation in strategic plan-
ning, the employee participation in strategic planning, and the barriers to the strategic
planning implementation) and different approaches and measures to assess the strategic
planning effectiveness (manager perception of strategic planning effectiveness and or-
ganizational performance) in the case of the Republic of Macedonia. The case of the Re-
public of Macedonia in this research is constructed on data gathered from Macedonian
companies, which were included in the investigated sample.

Formality of strategic planning

Many guidelines for implementing effective strategic planning suggest that the plan-
ning process should be comprehensive, flexible, adaptable, efficient, realistically, fo-
cused to the objective, and maybe the most important, it should be formalized in
written form. Besides many definitions of strategic planning (some of them cited in
the previous section) the formality of strategic planning process involves “explicit sys-
tematic procedures used to gain the involvement and commitment of those principal
stakeholders affected by the plan. The process includes detailed formats, quantification
of all inputs and rigid calendar of events.”(Pearce, Freeman and Robinson, 1987, p.658).
Also, according to Mintzberg (1994) the formality of the planning process is connected
with procedures, so he defines formality as using a formalized procedure to produce
articulated result, in the form of an integrated system of decisions. In their research,
O’Regan and Ghobadian (2002, p.419) conducted a short review on the formality of
strategic planning and organizational performance and they found that previous em-
pirical studies proved a mixed picture in relation to the value of formal strategic plan-
ning: that the formal strategic planning process has some benefits; or that there was no
relationship between a formal strategy and the financial performance, or the strategic
planning process in small and medium sized firms often fails to provide a holistic view
of the firm. A possible reason for inconsistent findings may be that previous studies
used different definitions of formal strategic planning and thus different approaches to
operationalization of this independent variable, which determines the strategic plan-
ning effectiveness or may be that previous research used different measures of organi-
zational performance. Still, the prescriptive strategic management literature implies
that there is a positive directional causality from strategic planning to performance
(Greenley, 1994).

Hypothesis 1a: Conducting formal strategic planning process leads to improving

strategic planning effectiveness.

Hypothesis 1b: Conducting formal strategic planning process leads to better or-

ganizational performance.
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The use of strategic planning techniques

Since the firms from different countries in the world, regardless of their level of eco-
nomic development, are facing with dynamic and complex environments, due to glo-
balization, technology development, deregulation, emerging new markets, the need for
more sophisticated and contemporary strategic planning has become an essential con-
dition for their surviving and growth. Hence, the usage of new and improved planning
tools and techniques presents a primary component of the new planning process. There
are many studies in the field of strategic planning, where strategic planning tools and
techniques are used as evidence of the practice of strategic planning (Elbanna, 2008), or
furthermore the usage of strategic planning techniques are considered as one of the key
indicators for formal strategic planning. Glaister et al., (2008, p.374) cited Mintzberg and
Lampel, (1999, p. 22) and commented that several commentators have observed that the
deciding characteristic of a “formal” strategic planning process is “that the process is not
just cerebral but formal, decomposable into distinct steps, delineated by checklists, and
supported by techniques”.

Hence, an issue which arises is whether the formality and the use of strategic planning
techniques presented the same issues as one independent variable for investigation. Re-
garding the use of strategic planning tools as evidence of strategic planning practice is
questionable, having in mind that (Elbanna, 2008) argues that some firms may utilize
some strategic planning tools through they do not have written strategic plans, which
practically present the final product and evidence of conducting the formal strategic
planning process in a company. Still more, about the use of strategic planning tools as
indicator for formal strategic planning, the investigation of Kraus (2006) shows that a
significant positive relationship to performance could only be identified for the degree
of formalization, but that is not in the case of the time horizon, frequency of control and
strategic instruments. This supports the claim that formality of strategic planning and
the use of strategic planning techniques might be two different dimensions of strategic
planning effectiveness, which should be investigated separately.

In the literature, there is theoretical support that planning tools and techniques help to
increase the planning efficiency and effectiveness. Also, most of the previous empirical
evidence supports a positive and significant relationship between the use of planning
instruments in terms of sophistication of the planning process and organizational per-
formance or that the firms with high level of performance are more likely to place a high-
er degree of emphasis on the use of strategic planning tools than firms with weak per-
formance (Ramanujam et al., 1986; Rue and Ibrahim, 1998; Baker and Leidecker, 2001).
There are some studies which didn’t succeed in confirming the benefit from the usage
of strategic planning tools (Kraus et al., 2006)), or they have only confirmed the posi-
tive influence of individual strategic planning tools (Baker and Leidecker, 2001). Again,
the results for this type of research depend on the selected list of investigated strategic
planning tools, the methodology of measuring the effectiveness in the investigated com-
panies or some contingency factors which have not been taken in consideration, which
could be the reason for different or inconsistent results and conclusions.
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Hypothesis 2a: The use of strategic planning techniques leads to improving strate-
gic planning effectiveness.

Hypothesis 2b: The use of strategic planning techniques leads to better organiza-
tional performance.

Management participation in strategic planning

According to many contemporary management concepts and participative planning
modes, management participation in the strategic process is not anymore limited just
to the top management level in companies, as the most responsible for determining the
future strategic direction and strategic positioning of the companies, but it also includes
all other managers at the different levels of the management hierarchy, with specific roles
in the overall strategic planning process. According to Gerbing et al. (1994) management
involvement (participation) in strategic planning can be defined relative to the role of
the management in formulating, understanding, and communicating the firm’s strategic
plan and the extent to which managers believe their ideas and suggestions make a differ-
ence in the firm’s strategic choices.

There is empirical evidence of the management participation importance in the stra-
tegic planning process and effectiveness, as well as wide theoretical support. Elbanna
(2008) found that the strategic planning practice, and not the management partici-
pation, is significantly associated with the strategic planning effectiveness, but both
the strategic planning practice and management participation jointly enhance the
effectiveness of strategic planning. Van de Ven (1980) found that participation in-
creased the effectiveness of strategy implementation. Regarding the middle manage-
ment participation, moderate support for a positive association between the middle
management involvement in strategy formulation and the subjective measures of the
firms’ financial performance has been found in a study by Wooldridge and Floyd
(1990).

Regarding theoretical support of management participation there are many authors,
who in their theoretical concepts emphasized different benefits that arise from man-
agement participation in the strategic planning process. Al-Shammari and Hussein
(2008), in their research, investigated three different dimensions of management par-
ticipation: first, the recognition of the importance of strategic planning; second, the
management’s commitment to strategic planning through several forms of manage-
ment participation in different phases or elements of the strategic planning process;
and third the participants and the extent of their participation in the strategic plan-
ning process. Each of these three dimensions is of great importance for the ultimate
effectiveness of the strategic planning process. Fiegener (2005, p.627) investigated this
subject and regarding the top management participations i.e. board of directors’ par-
ticipation he stated that “board of directors can affect the strategy of their firms in
two general ways: indirectly through ’decision control’ activities and directly through
"decision management’ activities”. Wooldridge and Floyd (1990, p. 232) indicate two
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theoretical grounds for a relationship between middle management involvement in
strategy and organization performance. First, middle management involvement in
strategy improves performance by improving the quality of strategic decisions. Cu-
mulatively, these decisions result in superior organizational strategy. Second, middle
management involvement improves performance by increasing the level of consensus
about strategy

Although the empirical evidence is not conclusive, still the theory of strategic planning
and strategic management identifies many benefits of management participation for
strategic planning effectiveness. Hence, it sounds reasonable to expect a positive rela-
tionship investigating these two variables.
Hypothesis 3a: The management participation in the strategic planning processes
leads to improving strategic planning effectiveness.
Hypothesis 3b: The management participation in the strategic planning processes
leads to better organizational performance.

Employee participation in strategic planning

There are many management concepts in the theory, where employees have a strong
decision making role and where managers actively seek a strong cooperative relation-
ship with their employees such as participative management, total quality management
and management by objectives. The advantages of these concepts include increased
productivity, improved quality, reduced cost and improved overall effectiveness. In
the literature, there are not many studies with empirical evidence which threat this
subject. Phillips and Moutinho (2000) have designed a model for calculating the stra-
tegic planning effectiveness index, where these authors included several attributes
concerned with employee participation and they have seen them as very important
for the strategic planning effectiveness. One of the reasons for improving the strategic
planning effectiveness through the employee participation in the planning process is
the increased extent of motivation among the employees. The employees believe more
in the objectives when they participate in the formulating phase and when they know
what is expected from them in the implementation phase. Second, by the participation
in the planning process the employees strengthen their capabilities and skills and thus
they are more productive for their companies. Finally, the participation in the plan-
ning process for the employees means greater authority in the planning and imple-
mentation process but in the same time greater accountability for the results achieve-
ment. Also, it is reasonable for many benefits which are mentioned in the previous
hypothesis, which arise from participation of different management levels in strategic
planning process, to be applicable in the case of employee participation in the strategic
planning process.

Hypothesis 4a: Employee participation in the strategic planning processes leads to

improving strategic planning effectiveness.

Hypothesis 4b: Employee participation in the strategic planning processes leads to

better organizational performance.
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Barriers to strategic planning implementation

Between the ideal of strategic planning and the reality of implementation lie many difficul-
ties i.e. barriers to the effective implementation of strategic planning. Beer and Eisenstat
(2000) stated that “leaders must engage in an honest conversation about the barriers and
their underlying causes” O’'Regan and Ghobadian (2002, p.417), quoting several authors in
the literature, noted that effective implementation is vital for success of any strategic plan.
These authors indicate in their research that all the implementation barriers were expe-
rienced to a greater extent by low performing firms. Kargar and Blumenthal (1994, p.11)
analyzing the research of Lawless et al. (1989) cited that” firm performance is not so much
aresult of a company’s strategy, but of its capacity to implement that strategy effectively. "In
their research, Lawless’s et al. (1989) revealed that performance differences within strategic
groups are positively correlated with the capability for strategic implementation differences
within strategic groups. Deloitte and Touche (1992) in their report determined that 8 of 10
companies are not successful in effective implementation of their strategies. The barriers to
strategic planning effectiveness in the Macedonian context could be treating as influential
factor for the organizational effectiveness having in mind the complexity and dynamics of
business environment. Namely, in the previous 20 years the Macedonian business climate
has been accompanied with frequent political crises, legal inconsistency and economic un-
certainty. In the internal context the sources of barriers to strategic planning implementa-
tion lies in inadequate management capabilities of the Macedonian managers and absence
of suitable management education and trainings for improvement of their knowledge for
strategic planning effectiveness. Above mentioned comments about theoretical support
and empirical evidence lead to a decision that barriers to strategic planning implementa-
tion should be taken in consideration in this research and the relationship with strategic
planning effectiveness should be formulated in the following manner:

Hypothesis 5a: The barriers to strategic planning implementation lead to decline of

strategic planning effectiveness.

Hypothesis 5b: The barriers to strategic planning implementation lead to worse

organizational performance.

Figure 1 Model of hypotheses
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METHODOLOGY
Data collection method

After the questionnaire was constructed, 10 managers on different management levels
with some experience in this type of research carried out the first review of the pilot
questionnaire form. They were asked to give some suggestions in order to improve the
questionnaire and to make it closer to the terminology. After the modification of some
parts and questions, the questionnaire was distributed, by random choice, to respond-
ents in the entire territory of the Republic of Macedonia in two ways: personally or by
post in printed form and by e-mail in digital form. The questionnaire was strictly dis-
tributed to middle and top level managers and to enterprise owners (mostly in the case
of small businesses).

Sampling issues

A total of 212 questionnaires have been collected in one month, which represent 60% of
all distributed questionnaires to enterprises with different size, age, industry type and
ownership form. Of the sampled enterprises, 14% are large enterprises, 33% are medium
enterprises and 53% are small enterprises, i.e. 86 % are enterprises from the SME (small
and medium enterprises) sector. The organizations in the sample represent a variety of
industries: trade and services (57%), production (35%) and construction (8%). The final
demographic statistics of the sample refer to 79% domestic enterprises and 21% foreign
enterprises. After the initial processing of the total number of received questionnaires,
113 questionnaires proceeded to the next phase of processing, becausell3 enterprises
were found to be strategic planners. The criterion for selecting strategic planners was de-
signed by using three levels of conducting the planning process in the examined compa-
nies: structured strategic planning, structured operational planning, and unstructured
planning, each of them described in the questionnaire with corresponding definition.
Only, companies with structured strategic planning were assessed as strategic planners.
Since, this research was preceded by the research of demographic, management and
environmental factors, which influence the extent of strategic planning practice in the
companies (Debarliev and Trpkova, 2011) there are some characteristics which create
a profile of a strategic planning company in the case of Republic of Macedonia: the
most of the strategic planners operate in the sector of services; in the group of foreign
companies there is much higher percentage of strategic planners than those in domestic
companies; strategic planners are companies with moderate to low level of specializa-
tion rate; they have moderate to higher intention to change operations (building new
production capacities, developing new line of products, entering new markets etc.); they
have average level of financing their strategic activities using external financial funds;
they are companies with high degree of flexibility in their operations; they are com-
panies with characteristics of both, mechanistic and organic organizational structure;
and they operate in the external environment with moderate degree of dynamicity and
complexity.
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Item non - response bias. The differentiation between flagrant non - response and spo-
radic non - response was made as recommended by Churchill and Iacobucci (2002).
Four questionnaires that had too many unanswered questions were deleted from the
analysis and considered unusable (flagrant non - response). Questionnaires that had few
questions unanswered were left in the analysis (sporadic non - response). Series means
were used for replacement of the missing values for each variable.

Diagnostic of influential cases. Two regression models were performed, and for each
model only one case (out of 109) had standardized residual less than -3. Both models
have Cook’s distance below 1 (Cook and Weisberg, 1982), so we can conclude that the
models are appropriate.

Operational measures
Manager perception of strategic planning effectiveness

The effectiveness of strategic planning can be expressed in many different ways. Fol-
lowing Elbanna (2008, p.785), we utilized the following indicators to assess the strategic
planning effectiveness by using a five-point Likert scale: 1) strategic planning increased
effectiveness in achieving the organization’s objectives, 2) leads to developing a sustain-
able competitive position, 3) leads to building commitment to action among line manag-
ers, 4) leads to a good fit between the external environment and the internal capabilities,
and 5) assists managers in considering the future implications of the current decisions.
To achieve unidimensionality, factor analysis was performed for all five stated items. One
factor emerged, which confirmed the unidimensionality of the construct. For this con-
struct, reliability analysis was performed, and the Cronbach’s alpha of 0,899 indicated
appropriate reliability and internal consistency. The saved factor scores are dependent
continuous variables in the first regression model.

Organizational performance

Besides the previous approach, a second approach was used for assessment of the
strategic planning effectiveness in order to test whether any difference in measuring
strategic planning effectiveness will be identified. Commonly, different financial and
non-financial performance measures are used for assessment of the strategic planning
effectiveness. For this research the respondents were asked to assess each of ten differ-
ent financial and non-financial performances by using a five-point Likert scale for: 1)
overall profit achieved, 2) sales volume achieved, 3) market share achieved, 4) return
on investment5) levels of customer satisfaction achieved, 6)levels of customer loyalty
achieved, 7), levels of employee satisfaction with their jobs 8) ability of the organiza-
tion to attract and employ qualified employees, 9) levels of employee retention and 10)
shareholder satisfaction with the achieved organizational performance. Factor analysis
for eight items was performed, since two items out of ten (levels of customer loyalty
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achieved and ability of the organization to attract and employ qualified employees) were
deleted since they do not correlate with others (Field, 2005). It converged to one con-
struct with Cronbach’s alpha of 0,887, indicating again, acceptable reliability and inter-
nal consistency. The saved factor scores are used as dependent continuous variables in
the second regression model.

Formality of strategic planning

In order to assess the overall formality of strategic planning, following Glaister et al.,
(2008, p.390) but with some added measures, respondents in this research were asked to
indicate the following on a five-point bipolar phrase: 1) strategic plans are prepared only
at the corporate level (value 1) or strategic plans and prepared at the functional level and
other lower management levels (value 5), 2) decision makers only (value 1) or numerous
observers (value 5), 3) flexible planning procedures (value 1) or uniform planning pro-
cedures (value 5), 4) results emphasized (value 1) or process emphasized (value 5), 5) ten
pages plans or less (value 1) or massive paperwork (value 5), 6) time horizon less than
3 years (value 1) or time horizon more than 3 years (value 5) and 7) random progress
review (value 1) or regular progress review (value 5). To ensure unidimensionality, five
items were factor analyzed. Two items were deleted since in the preliminary factor analy-
sis they did not correlate with the other items: the level of preparing strategic plans and
the level of centralization of involvement in planning activities. The results converged
to one construct. The reliability coeflicient Cronbach’s alpha was 0,816 which indicated
good reliability. The saved factor scores are used as one explanatory continuous variable
in both regression models.

The use of strategic planning techniques

Regarding the second investigated dimension of strategic planning effectiveness, the fi-
nal factor analysis differentiated three types of techniques. Since, each of these three
groups include different techniques, for external and internal analysis, qualitative and
quantitative techniques, for all phases in the strategic planning process (strategic analy-
sis, strategy formulation and strategy assessment and control) there cannot be found
a common criterion for their defining, so the analysis was conducted for each of these
three groups of techniques, in order to find out if there is any relationship with stra-
tegic planning effectiveness. Therefore, the first construct is named strategic planning
techniques 1(Value chain analysis, Experience curve analysis, SPACE analysis, Cognitive
map, Product life cycle analysis, PIMS analysis, PEST analysis, Porter’s five forces analy-
sis, Critical success factor analysis and BCG matrix), with acceptable Cronbach’s alpha
of 0,883. The second construct is named strategic planning techniques 2(PEST analysis,
Scenario planning, “What if” analysis, Critical success factor analysis, Benchmarking,
Gap analysis) with Cronbach’s alpha 0,852.The third construct is named strategic plan-
ning techniques 3(Cognitive map, PIMS analysis, Benchmarking, Balanced Scorecard,
BCG matrix and Gap analysis), and has reliability coefficient of 0,844. Three series of
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continuous factor scores are saved and used as three explanatory continuous variables in
both regression models.

Management participation

In order to assess the management participation, respondents were asked to identify
those who participate in the strategic planning process (executive board/board of di-
rectors and other top management committees, middle level - sectors and division
managers and lower levels - department mangers) and the extent of their participa-
tion. Using factor analysis to achieve unidimensionality, the results converged to one
construct with reliability coeflicient alpha of 0,606 which was considered acceptable.
The continuous factor scores were used as explanatory variables in both regression
models.

Employee participation

Following the Phillips and Moutinho’s (2000) lists of attributes that are important in
calculating the strategic planning index, we utilized the following indicators to assess
the employee participation by using a five-point Likert scale: 1) use of knowledge and
experience from different functions within the enterprise, 2) assigning implementation
responsibilities to specified individuals/groups, 3) use of a variety of motivational factors
to encourage good planning, and 4) seeking commitment to the long-term plan. The first
item did not correlate well with other items and it was removed from the analysis. Using
the remaining three items, factor analysis was performed. The results converged to one
construct with Cronbach’s alpha of 0,781). The factor scores were used as explanatory
variables in both regressions.

Barriers to the strategic planning implementation

Based on O’Regan and Ghobadian (2002) and Khoung’s (2002) research, for this research
the respondents were asked to assess each of following barriers to strategic planning
implementation by using a five-point Likert scale: 1) crises distracted attention from
implementation, 2) inadequate leadership and direction by departmental managers, 3)
overall strategic goals were not well enough understood by the staff, 4) insufficient em-
ployee training and instruction, 5) employees with not appropriate skills 6) implemen-
tation much longer than anticipated, 7) inadequate communication, 8) coordination of
implementation not effective enough and 9) inadequate information systems for control
activities. Again, factor analysis was used where all items converged to one construct
(Cronbach’s alpha 0,868). Factor scores were used as one explanatory variable in both
regressions.
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Controls
Company size

Companies of different sizes are used in the analysis, so it is clear that strategic plan-
ning is not going to be the same in small, medium and large companies. Many studies
have argued that organizational size can influence the strategic planning practice. Thus,
control variable was introduced to the analysis, where it was measured as logarithmical
transformation of the number of employees.

Checking the assumptions in the regression analysis

Following assumptions must be true if conclusions can be drawn about the population
on the basis of the regression analysis done on sampled data (Field, 2000): all variables
are continuous, or measured on interval level; regression standardized predicted values
were plotted against the regression standardized residuals in order to check the assump-
tions for homoskedasticity and linearity. The points in this graph were randomly and
evenly dispersed for both regressions, indicating that the assumptions have been met;
the histogram of residuals and normal probability plot are main indicators in order to
check this assumption. Plots in both regressions indicate that the residuals are not per-
fectly normally distributed, which is a common problem in social science research (Hair
et al., 1995). Yet, no serious violations are noticed; in both regression models Variance
inflation factor (VIF) indicators are well below 10, which indicate that there is no multi-
collinearity. Thus, this assumption is also met.; Durbin - Watson statistics is 2,096 in the
first regression and 1,975 in the second regression which indicates that there is no serial
correlation between errors.

RESULTS

The first model regresses strategic planning effectiveness on formality of strategic plan-
ning, strategic planning techniques 1, 2 and 3, management participation, employee par-
ticipation, barriers to strategic planning implementation and control variable company
size. The data supports Hypothesis 1, Hypothesis 3 and Hypothesis 4. Regression coef-
ficients and p-values for this model are presented in Table 1. The data shows that control
variable company size is not significant predictor of strategic planning effectiveness. The
adjusted determination coefficient R2, or goodness of fit of the fitted regression model
is 50.9%. This means that the sample regression line fits the date relatively well. It also
states that 50.9% of the total variation in the dependent variable is explained by the ex-
planatory variables. The rest of the variation of 49.1% is explained by other variables
that are not included in the model. It has been said that if the sole purpose of regression
analysis is prediction, the higher the R2 the better the prediction. Yet, the main purpose
of the analysis was to identify important variables that have influence on the effective-
ness of strategic planning.
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In the second model the same explanatory variables were used, while the dependent vari-
able was represented as financial and non - financial performance. The data of second
model only confirmed the Hypothesis 1 and Hypothesis 4. The adjusted determination
coeflicient R2, or goodness of fit of the fitted second regression model is 38.7%. This re-
gression fits the data relatively well, yet the previous regression has higher coefficient of
determination.

Table 1: Models of regression analyses

Model 1 Model 2
Variables Dependent variable Dependent variable
Management perception Organizational
of strategic planning performance

effectiveness (financial and non-financial)
Formality of strategic planning 0,394 ** 0,241 **
Strategic planning techniques 1 0,024 0,126
Strategic planning techniques 2 0,139 -0,700
Strategic planning techniques 3 0,111 0,074
Management participation 0,229 ** -0,008
Employee participation 0,290 ** 0,211 *
Barriers to strategic planning -0,006 -0,260
implementation
Company size -0,164 -0,150
R? 0,546 0,387
Adjusted R? 0,509 0,292

Note: *p is 0,05; p** is 0,01

COMPARATIVE ANALYSIS WITH
OTHER EMERGING AND DEVELOPING COUNTRIES

As, it has been mentioned above, the purpose of this study is to investigate the rela-
tionship between strategic planning and the organizational effectiveness with the ex-
amination of a wider list of strategic planning dimensions and different approaches and
measures to assess the strategic planning effectiveness, as well as to conduct compara-
tive analysis of the strategic planning effectiveness in different emerging and developing
countries. Hence, this section should compare result of strategic planning effectiveness
in the case of Republic of Macedonia with the research in the other emerging and devel-
oping counties, and to indicate the probable reasons for potential differences in strategic
planning effectiveness in different counties.

Unfortunately, strategic planning effectiveness is an issue that is quite little investigated
in emerging and developing counties, so there are not many counties that can be used
for the purpose of comparative analysis. As has been mentioned above, what is in com-
mon for the studies in the strategic planning and performance literature is their focusing
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primarily on developed (industrialized) countries including the USA, UK, Canada, Aus-
tralia and Japan, producing frameworks and models that are not necessarily applicable
for developing or emerging countries. Studies in this area in the emerging and develop-
ing countries have been conducted in Turkey, Jordan, Egypt, Saud Arabia, United Arab
Emirates, Bahrain, South Africa, etc. To the best of the author’s knowledge, it is very
interesting, that in the different on-line archives with many academic journals, there
are no topics that treat the strategic planning effectiveness in emerging and developing
counties in Eastern, Central or especially South-Eastern Europe, countries which viewed
from historical, geographical, sociological and institutional perspectives are the most
similar with the case of Republic of Macedonia.

Having in mind the mentioned list of emerging and developing counties where effective-
ness of strategic planning has been investigated, still we can conduct good comparative
analysis, using the case of Turkey, which in this regard, is an instructive case as it is
currently at the center of several debates due to its ongoing membership negotiations
with the EU, as the case of Republic of Macedonia. Glaister et al. (2008) in their research
conducted in Turkey state: “The characteristics of the Turkish economy and its strategic
location as a bridgehead between East and West make it an interesting case to examine
the nature and role of the strategic planning process on firm performance. Regarding the
case of Arab counties (United Arab Emirates, Bahrain Egypt and Jordan), the conducted
studies in these counties are interesting for the comparative analysis from the perspec-
tive of emerging and high-income developing counties, with high extent of economic
development and growth.

Regarding some contingencies specific for the compared counties, for Turkish firms, in
general, it could be said that they have more commonalities to the Arabic cluster in terms
of values, norms, behaviors in organizations and business relationships (Kabasakal and
Bodur, 2002). For the case of the Republic of Macedonia it is specific that from the cul-
tural perspective Macedonian companies could be more compared with the companies
from counties in the SEE region or more precisely, from the counties situated on the
Balkan Peninsula. However from institutional perspective, the similarities of the case of
the Republic of Macedonia with those of Turkey and Arabic counties lie in their similar
institutional environment. In this regard, Glaister et al. (2008) comment that planning
practices in emerging countries are affected more by the institutional environment (i.e.
government intervention, political instabilities, inflation level, state business relations,
incentives or lack thereof) than societal values.

The results from this study show that the formality of strategic planning in Macedo-
nian companies is positively and significantly associated with the strategic planning
effectiveness in both ways of measuring the strategic planning effectiveness, by using
qualitative criteria of strategic planning effectiveness, as well as by using, financial
and non-financial performance. The formality of strategic planning has also been in-
vestigated in two other emerging and developing counties, Turkey as emerging coun-
try, and Jordan as developing country (according to the IMF country classification
system).
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In the research conducted in Turkey, a strong and positive relationship was formed be-
tween formal strategic planning and firm performance Glaister et al. (2008). In the sec-
ond research, conducted in Jordan, the results of the analysis indicate that firms that
implement formal strategic planning outperform those that do not. Similar patterns of
differences were detected in both financial and behavioral indicators of performance.
Strategic planners tend to achieve higher return on assets and growth rates in revenue.
Also it has been found that strategic planners possess better ability to adapt to their
external environment, are more able to attract quality labor force, have higher level of
job satisfaction among their employees, and are more able to retain the current human
resources (Al-Shammari and Hussein, 2007).

Al-Shaikh 2005 p.293for the case of United Arab Emirates states: “Prevalence of strategic
planning in the Emirates is low. It is true that some companies have reported that they
make use of strategic planning, but this practice often falls short of documentation or
quantified objectives. Added to that, some respondents believe that planning will not
improve the company’s performance. There have been many studies of formal strate-
gic planning conducted in developed counties, and although there is a small reserva-
tion regarding the effectiveness of the formalization of strategic planning, still the above
mentioned results from emerging and developing countries tend to confirm most of the
empirical evidence and arguments of the prescriptive strategic management literature
about the positive relationship between formal strategic planning and organizational
effectiveness.

Regarding the control and mediating variables, or factors which have indirect influence
and that are specific for effectiveness of formal strategic planning, the results from the
analysis conducted in Turkey verify the moderating roles of environmental turbulence,
organization structure and firm size on the strategic planning-performance link Glaister
etal. (2008).Although in the case of the Republic of Macedonia, except the company size,
which has been shown that is not significant predictor of strategic planning effectiveness,
other contingency factors have not been taken in consideration in the investigation of
effectiveness of formal strategic planning, but have been subject of investigation of other
research in the Republic of Macedonia. This research shows that business size, business
control, intention to change the operations and business flexibility are very important
factors in the enterprises that have a significant correlation with the strategic planning
incidence (Debarliev and Trpkova, 2011).

The similar results with regard to formality of strategic planning and effectiveness in the
case of the Republic of Macedonia, Turkey and Jordan, although there are differences in
the used methodology for investigation of this dimension of strategic planning, as has
been mentioned above, lie in similarities in the institutional environment. The Repub-
lic of Macedonia and Turkey are candidates for membership in EU, so the companies
in these two counties, in order to improve the competitiveness of their products and
services at the domestic and especially at the EU markets, must take strategic planning
as an important factor for accomplishing their business objective. This means that the
companies from these two counties cannot afford improvisation and ad-hock planning
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process in order to try to increase their competitiveness, but through formal and precise
strategic planning process, systematically and continually to work on building their stra-
tegic resources, skills and competencies an ultimately on their competitive advantages.
The need of formal strategic planning for the companies in the Republic of Macedonia
and Jordan, comes from the same reasons for competitiveness, but also for adapting their
business operation to the modern capitalistic counties. The Republic of Macedonia as an
ex-communist country, and Jordan as an ex colonial country.

Although, the strategic planning techniques according to factor analysis were divided
into three groups of techniques, no relationship was found between any of the three
groups of techniques with the strategic planning effectiveness, in both regression mod-
els. The strategic planning techniques and strategic planning effectiveness also have been
subject of investigation of studies conducted in the companies in Egypt and Jordan.

According to Elbanna (2008) in the Egyptian companies there is a positive relationship
between the practice of strategic planning and strategic planning effectiveness. It is in-
teresting that in this study the strategic planning tools are employed as an objective in-
dicator of the extent to which the sampled organizations practice strategic planning.
Further, this study indicates that strategic planning practice with one more investigated
dimensions of strategic planning, management participation jointly enhance the effec-
tiveness of strategic planning.

Aldehayyat and Twaissi (2011) identify strategic planning system characteristics in small
Jordanian industrial publicly quoted firms and examine their relationship with corpo-
rate performance. Regarding the strategic planning tools, the findings show that there
is relatively little focus on the use of strategy techniques as the mean is less than3. The
research finding also shows all strategic planning dimensions, including the use of stra-
tegic planning tools and overall strategic planning had a significant relationship with
corporate performance.

Comparative analysis with other countries, where the extent or frequency of using stra-
tegic planning tools have been investigated, can be made with the study conducted in
Turkey and Saud Arabia. The results from the case of the Republic of Macedonia show
that the average usage of the investigated 23 techniques (most cited in this kind of re-
search) is 2,56 on the scale from 1 to 5, whereas the average usage of 10 most used tech-
niques in Macedonian companies is 3.30, on the same scale from 1-5, which indicates
moderate to considerable extent of usage. Dincer et al., (2006) in the conducted analysis
in Turkish state-owned, local-private and foreign-owned firms, regarding the extent of
use of tools and techniques of strategic analysis by investigated firms ranked by regular-
ity of use, for the full sample of firms, indicate that all of the items are clearly below the
median measure indicating relatively little use of a broad range of tools/techniques of
strategic analysis. Al Ghamdi conducted a study about the use of strategic planning tools
and techniques in Saudi Arabia. The study utilizes thirteen tools and techniques, where
the results show that out of the 72 Saudi organizations investigated, only 10% of the plan-
ners reported using these techniques regularly with an additional 17%saying they only
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use them frequently. Almost half of the respondents reported that they do not use these
strategic tools in their planning activities.

The conclusion from the two comparative analyses of the usage of strategic planning
tools and their influence on organizational effectiveness, leads to higher extent of usage
of strategic planning tools compared to the usage of strategic planning tools in compared
countries, but with no relationship with organizational effectiveness, unlike the results
from the case of Egypt and Jordan, where a positive relationship has been found between
the usage of strategic planning tools and organizational effectiveness. This could be ex-
plained by inappropriate and incorrect usage of strategic planning tolls in the Macedo-
nian companies, which is the reason why the companies that use strategic planning tools
cannot achieve better results, unlike the companies that do not use these tools. This con-
clusion, from the other side reveals the need for strengthening the abilities of Macedo-
nian managers, planners and other employees engaged in the planning process for using
the strategic planning tools in order to make better strategic analysis, to formulate more
competitive strategies and to appropriately assess the strategic implementation progress,
ultimately to achieve better organizational effectiveness.

Although not all research has supported the positive impact of management participa-
tion in strategic planning, strong theoretical support suggests that participation by the
management in the strategy process enhances the attainment of organizational per-
formance. The results from the case of Republic of Macedonia indicate the acceptance
of Hypothesis 3 that the management participation in the strategic planning processes
leads to improving the strategic planning effectiveness, but only in the first regression
model, where organizational effectiveness is measured by using manager perception of
planning effectiveness. This means, when managers from different management lev-
els and with different management functions (executive board/board of directors and
other top management committees, middle level - sectors and division managers and
lower levels - department mangers) participate in the strategic planning process with
joint efforts, they improve the strategic planning effectiveness in the Macedonian com-
panies.

This time comparative analysis with the case of Egypt reveals invert results. Namely, this
dimension in Egyptian companies has been shown that is no determinant of strategic
planning effectiveness. Practically, the results show that there is no significant relation-
ship between management participation and strategic planning effectiveness. But in this
research the joint effect of the strategic planning practice and management participation
has been investigated and was found that strategic planning practice and management
participation jointly enhance strategic planning effectiveness.

In the research conducted in Jordan, by Al-Shammari and Hussein (2008), with respect
to the availability of infrastructure necessary for the success of implementing strategic
planning, results provide several interesting insights. Managers show strong and positive
attitude toward the importance and necessity of strategic planning, but this strong atti-
tude has not been translated to real commitment toward its implementation. A moderate
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to low level of top management commitment has been found in this study. It is also found
that strategic planners enjoy better performance on these dimensions. A high level of
centralization in the strategic planning process was found in Jordanian companies. The
primary participants in this process are the CEOs and board of directors and a special
committee formed specifically for this purpose and headed by the top management team
in these organizations. The authors point out that these findings are not uncommon in
Jordan, where traditional Arab management styles prevail. These management styles are
characterized by a high level of authority concentration in the hands of top management
and a low level of empowerment and involvement of employees at lower managerial lev-
els.

Why management participation works in the case of the Republic of Macedonia and
influences the strategic planning effectiveness and why it does not work in Egypt and
Jordan could be explained by using the Power Distance Index (PDI). This index is one of
the five intercultural dimensions developed by Hofstede. In short this cultural dimen-
sion looks at how much a culture does or does not value hierarchical relationships and
respect for authority. Examples of cultures with high PDI scores (the power-distance in-
dex figure is lower in countries or organizations in which authority figures work closely
with those not in authority, and is higher in countries or organizations with a more
authoritarian hierarchy) include Arabic speaking countries, Russia, India and China.
Those with low scores include Japan, Australia and Canada. Concretely, the PDI index
for Egypt is 80, for Jordan there is no score, but for the neighborhood of Jordan this index
score is 80, while in the Republic of Macedonia, also there is no score, but this index in
the neighborhood is about 65. In the research of Al-Shaikh,the United Arab Emirates
have been investigated involving strategic planning, although there are no results about
the influence of management participation on organizational effectiveness, still this re-
search approved the low level of participation of managers on different levels of man-
agement hierarchy. The results indicate that in 43%of companies, the top management
team is usually involved in setting strategic plans and that a general manager in a little
more thanl/4 of the companies is the person who sets strategic plans. This author high-
lights that participation of other managers is very important, as it is likely to make the
planning process more realistic and ultimately, implementation of plans will be easier as
managers will be more committed to the goals.

According to the analysis and results regarding the influence of employee participa-
tion on the strategic planning in the Macedonian firms investigated in this research,
employee participation in the strategic planning processes leads to improvement of the
strategic planning effectiveness. The average extent of employee participation in the stra-
tegic planning is 3.70, which according to 1-5 Likert’s scale, this score shows moderate to
considerable extent of employee participation.

Regarding employee participation in the strategic planning process in Jordanian compa-
nies, Al-Shammari and Hussein (2008) argue that involvement of employees at different
levels of the organization in planning activities is critical to its success. To what extent
Jordanian companies involve their employees in the development of plans represents
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one of the core dimensions. To assess this level of involvement, the managers were asked
to indicate who participates in the development of plans and their level of participation.
Then they were provided with four possible participants and were asked to rate their level
of participation: CEOs and board of directors, special committee, external consultants,
and all managerial levels. It is very interesting that although, these authors emphasize
the involvement of employees, still they offer only managerial levels and positions as pos-
sible answers, which is very contradictory. Having in mind that, even in the investigation
of involvement of managerial levels and positions, as has been mentioned above, a high
level of centralization in the strategic planning process was found in Jordanian compa-
nies. The primary participants in this process are the CEOs and board of directors and
a special committee formed specifically for this purpose and headed by the top manage-
ment team in these organizations.

In the research of Al-Shaikh in the United Arab Emirates, besides the involvement of the
management in strategic planning, the involvement of employees on different positions
and functions (planning department, all main departments, accountants and others.)
has been investigated. The results are the same as has been mentioned, that top manage-
ment team and general managers are the most involved in the strategic planning process.
The main reason for higher employee participation in the strategic planning and posi-
tive relationship with organizational effectiveness, unlike the results in Arabic countries,
again is due to lower score of power distance index in the Republic of Macedonia com-
pared to those of Arabic countries.

The findings from this research do not support the clime that the barriers to strategic
planning implementation lead to decline of strategic planning effectiveness. Both regres-
sion models reject hypothesis 5. This finding is not in line with most empirical studies,
which approve the influential effect of barriers to strategic planning implementation on
organizational effectiveness. Also the finding of this research is not correlated with the
strategic planning theory about the importance of company capacity to implement that
strategy effectively as well as, it is not correlated with the statistical data for high percent-
age of companies that are not successful in effective implementation of their strategies
and ultimately are not successful in accomplishing their formulated objectives. Having
in mind all above mentioned evidence, which lead to high expectation that barriers can-
not be treated as non-determinants of organizational effectiveness, this result is surpris-
ing.

Regarding the methodological issues, factor analysis was used in order the assess the cor-
relation between the barriers included in the questionnaire, where all items converged
to one construct (Cronbach’s alpha 0.868), so factor scores were used as one explanatory
variable in both regressions. Also there is no doubt regarding the measurement of ef-
fectiveness, because they have shown expected results in the relationship with the other
investigated strategic planning dimensions. Hence, the only doubt lies in the correctly
given answers from the respondents. Since, this strategic planning dimension has not
been investigated in other emerging and developing countries, a comparative analysis
cannot be conducted.
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CONCLUSIONS

The empirical analysis conducted in the Macedonian companies shows that strategic
planning can generally contribute to organizational effectiveness. The significant corre-
lation between different strategic planning dimensions and the strategic planning effec-
tiveness, measured by using management perception of strategic planning effectiveness,
was found in the relationship between the formality of strategic planning, the manage-
ment participation in strategic planning and the employee participation in strategic
planning. Regarding the second approach to measuring the strategic planning effective-
ness, which uses organizational performance (financial and non-financial) a significant
correlation was found in the relationship between the formality of strategic planning and
the employee participation in strategic planning. Hence, formality of strategic planning
effectiveness and employee participation in strategic planning have been shown as the
two most influential strategic planning effectiveness according to both ways of measur-
ing strategic planning effectiveness.

This study also shows that there is a small difference between the results from the first
and second approach to measuring strategic planning effectiveness, which suggests that
these two approaches measure the organizational effectiveness similarly, but still this
case shows that selecting the appropriate approach to measuring strategic planning ef-
fectiveness must be done with caution.

The comparative analysis conducted in this study with the purpose of comparing the case
of Republic of Macedonia with the research in the other emerging and developing coun-
ties, and indicating the probable reasons for potential differences in strategic planning
effectiveness in different counties, refers to several conclusions: the strategic planning
effectiveness is an issue that is quite little investigated in emerging and developing coun-
ties, so there are not many counties that can be used for the purpose of the comparative
analysis; studies in this area in the emerging and developing countries have been con-
ducted in Turkey, Jordan, Egypt, Saud Arabia, United Arab Emirates, Bahrain, South
Africa, etc.; to the best of the author’s knowledge, it is very interesting, that in the differ-
ent on-line archives with many academic journals, there are no topics that treat strategic
planning effectiveness in emerging and developing counties in Eastern, Central or espe-
cially South-Eastern Europe, counties which viewed from historical, geographical, socio-
logical and institutional perspectives are the most similar with the case of the Republic of
Macedonia; still good comparative analysis can be conducted, using the case of Turkey,
which in this regard, is an instructive case as it is currently at the center of several debates
due to its ongoing membership negotiations with the EU, as the case of the Republic of
Macedonia as well as its location as a bridgehead between East and West make it an in-
teresting case to examine the nature and role of the strategic planning process on firm
performance; regarding the case of Arab counties (United Arab Emirates, Bahrain Egypt
and Jordan), the conducted studies in this counties are interesting for the comparative
analysis from the perspective of emerging and high-income developing counties, with
high extent of economic development and growth, but in the process of adapting their
business operation to the modern capitalistic counties, the Republic of Macedonia as
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an ex-communist country, and some of the Arabic countries as ex colonial countries;
regarding the formality of strategic planning the same results about the positive and sig-
nificant relationship with the strategic planning were found in both compared countries,
Turkey and Jordan; the similar results with regard to formality of strategic planning and
effectiveness in the case of Republic of Macedonia, Turkey and Jordan, although there
are differences in the methodology used for investigation of this dimension of strategic
planning, lie in similarities in the institutional environment. The Republic of Macedonia
and Turkey are candidates for membership in EU, and the Republic of Macedonia as an
ex-communist country, and Jordan as ex an colonial country with many processes for
adapting their institutional environment to the developed counties in the world; regard-
ing the strategic planning tools in the case of Republic of Macedonia no relationship was
found with any of the three groups of techniques with the strategic planning effectiveness
unlike the cases of Egypt and Jordan, which could be explained by inappropriate and
incorrect usage of the strategic planning tolls in the Macedonian companies; the man-
agement participation in the strategic planning processes leads to improvement of the
strategic planning effectiveness in the case of the Republic of Macedonia (but only in the
first regression model), unlike the cases of Egypt and Jordan, which is explained with a
high level of centralization in the strategic planning process in Arabic counties and lower
level of decentralization and higher participation in the case of the Republic of Macedo-
nia; regarding the analysis and results on the influence of employee participation on the
strategic planning in the Macedonian firms investigated in this research, the employee
participation in the strategic planning processes leads to improving strategic planning
effectiveness, unlike the cases of Jordan and United Arab Emirates, which again is due
to lower score of power distance index in the Republic of Macedonia compared to those
of Arabic countries; barriers to strategic planning implementation have not been subject
of analysis in emerging and developing counties, so there cannot be made comparative
analysis concerning the results of this strategic planning dimension.

The originality and the value of the study for the literature and theoretical knowledge lies
in the attempt for the strategic planning effectiveness to be investigated for the first time on
the ground of many emerging and developing counties from the regions of Eastern, Central
and especially South-Eastern Europe, as well as for a comparative analysis to be conducted
with several non-European emerging and developing counties, with useful conclusions
about the strategic planning and its relationship with organizational effectiveness.

This study also supports the existing literature knowledge in this area by evaluating sev-
eral dimensions of strategic planning, simultaneously, with two different approaches to
measuring the strategic planning effectiveness. Since this study is based mainly on west-
ern literature and empirical studies, also it offers some important insights to the appli-
cability of Western strategic planning related to the business environment in emerging
and developing countries.

Practical implications refer to the setting up of the different dimensions of the strategic
planning practice in a way that will enhance strategic planning effectiveness and give
useful suggestions to managers by focusing their efforts on the effective strategic plan-
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ning practice. This study indicates the following practical suggestions: there is a need for
strategic planning to become a more formalized, explicit and ongoing organizational
process with uniform planning procedures, emphasized process, with wide-range pa-
perwork, time horizon more than 3 years and regular progress review; to improve the
knowledge and skills for using the strategic planning techniques and to design an appro-
priate set of strategic planning techniques as an important element of the organizational
effectiveness; the top management of the companies must increase the awareness among
managers on different organizational levels of the importance of strategic planning for
the organizational effectiveness, understand their role in the strategic planning process
and their role in developing a management and organizational structure that encourages
middle managers, managers on lower levels and all other employees in the organization
must get involved and participate in the strategic planning process; finally the findings
can also be used as an instrument to identify and overcome the barriers to effective strat-
egy implementation, as well as to determine critical issues of organizational effectiveness
and activities necessary for the effective implementation of strategic planning, having in
mind the following barriers to strategic planning implementation: crises that distracted
attention from implementation, inadequate leadership and direction by departmental
managers, overall strategic goals and their understanding by the staff, insufficiency of
employee training and instruction, implementation much longer than anticipated, in-
adequate communication, ineffective coordination of implementation, and inadequate
information systems for control activities.

Limitations and further research

In order to avoid common method variance (“variance that is attributable to the meas-
urement method rather than to the constructs the measures represent”) (Podsakoff, et
al., 2003), further research should consider ex ante approaches in research design stage
recommended by Podsakoff et al. 2003. One approach is to use other sources of infor-
mation for some of the key measures. In particular, if possible, the dependent variables
should be constructed using information from different sources than the independent
variables. The second approach suggests a number of procedural remedies in designing
and administering the questionnaire, from mixing the order of the questions to using
different scale types, which can reduce the likelihood of common method variance.

Many findings have arisen from this study, but they must be viewed with caution es-
pecially in interpreting the associations found between the predictor variables and the
response variable. It may be that other factors associated with the predictor variables
(different strategic planning dimension) influence the strategic planning effectiveness.
Therefore additional insight could be gained into the influence of the industry condi-
tions, environmental dynamics, organizational and management dimensions and other
additional relevant moderators on the planning-effectiveness relationship.

Considering that this study has been conducted in the Republic of Macedonia and that
the strategic planning practice can be subject to some contingencies i.e. some cultural
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and institutional environment influences, much can be done in future research in this
direction. This means that different cultural and institutional factors need to be taken
into consideration when the planning-effectiveness relationship is investigated.

REFERENCES

Aldehayyat, J.S. & Twaissi, N. (2011). Strategic Planning and Corporate Performance Relationship in Small
Business Firms: Evidence from a Middle East Country Context. International Journal of Business and Man-
agement, 6 (8), 255-263.

Al Ghamdji, S.M. (2005). The Use of Strategic Planning Tools and Techniques in Saudi Arabia: An Empirical
study. International Journal of Management, 22 (3), 376-395.

Al-Shaikh, F.N. (2005). Strategic Planning Process in Developing Countries: The Case of United Arab Emir-
ates Business Firms. The International Journal of Applied Strategic Management, 1 (2), 286-295.

Al-Shammari, H. & Hussein, A.R.T. (2007). Strategic Planning-Firm Performance Linkage: Empirical Inves-
tigation from an Emergent Market Perspective. Advanced in Competitiveness Research, 15 (1&2), 15-26.

Al-Shammari, H. and Hussein, A.R.T. (2008). Strategic Planning in Emergent Market Organizations: Empiri-
cal Investigation. International Journal of Commerce and Management 18 (1), 47-59.

Armstrong, J.S. (1982). The value of formal planning for strategic decisions: Review of empirical research.
Strategic Management Journal, 3 (3), pp. 197-211.

Baker, G.A. & Leidecker, J.K. (2001) Does It Pay to Plan?: Strategic Planning and Financial Performance.
Agribusiness, 17 (3), 355-364.

Barney, J. (2002). Gaining and Sustaining Competitive Advantage. Upper Saddle River: Prentice Hall.

Beer, M. & Eisenstat, R.A. (2000). The Silent Killers of Strategy Implementation and Learning. Sloan Manage-
ment Review, 41 (4), 29-40.

Boyd, B. K. (1991). Strategic Planning and Financial Performance: A Meta-Analytic Review. Journal of Man-
agement Studies, 28 (4), 353-374.

Churchill, G. A,, Jr., & Tacobucci, D. (2002). Marketing research: Methodological foundations (8th ed.). Har-
court: Fort Worth.

Cook, R. D. & Weisberg. S. (1982). Residuals and Influence in Regression. London:Chapman and Hall.

Deloitte and Touche (1992). Building Global Competitiveness: Imperatives for the 21* Century. [Research
Report]. London: Deloitte and Touche.

Digman, L.A (2002). Strategic Management: Competing in a Global Information Age. Ohio: Thomson Learn-
ing.

Dincer, O., Tatoglu, E. & Glaister, K.W. (2006). The Strategic Planning Process: Evidence from Turkish Firms.
Management Research News, 29 (4), 206-219.

Drucker, P. (1986). If Earnings Aren’t Dial to Read. Wall Street Journal, 15-25.

Elbanna, S. (2008). Planning and Participation as Determinants of Strategic Planning Effectiveness. Manage-
ment Decision, 46 (5), 779-796.



B.SUKLEV, S. DEBARLIEV | STRATEGIC PLANNING EFFECTIVENESS ... 91

Fiegener, M.K. (2005). Determinants of Board Participation in the Strategic Decisions of Small Corporations.
Entrepreneurship Theory and Practice, 29 (5), 627-650.

Field, A. (2000). Discovering Statistics Using SPSS for Windows. London: Sage.

Field, A. (2005). Discovering statistics using SPSS (2nd ed.). London: Sage.

Gerbing, D.W., Hamilton, J.G. & Freeman, E.B. (1994). A Large-Scale Second-Order Structural Equation
Model of the Influence of Management Participation on Organizational Planning Benefits. Journal of Man-

agement, 20 (4), 859-885.

Glaister, K. W. et al. (2008). A Causal Analysis of Formal Strategic Planning and Firm Performance Evidence
From an Emerging Country. Management Decision, 46 (3), 365-391.

Greenley, G.E. (1994). Strategic Planning and Company Performance: An Appraisal of the Empirical Evi-
dence. Scandinavian Journal of Management, 10 (4), 383-396.

Griffin, RW. (2006). Fundamentals of Management (4th ed.). Boston: Houghton Mifflin.
Hair, J.F. et al. (1995). Multivariate Data Analysis with Readings (st ed.). London: Prentice-Hall.

Hewlett, C.A. (1999). Strategic planning for real estate companies. Journal of Property Management, 64 (1),
26-30.

Hopkins, W. E. & Hopkins, S. A. (1997). Strategic Planning-Financial Performance Relationship in Banks: A
Causal Examination. Strategic Management Journal, 18 (8), 635-652.

Kabasakal, H. & Bodur, M. (2002). Arabic cluster: a bridge between east and west. Journal of World Business,
37 (1), 40-54.

Kargar, ] & Blumenthal, R.A. (1994). Successful Implementation of Strategic Decisions in Small Community
Banks. Journal of Small Business Management, 32 (2), 10-22.

Khoung, L.H. (2002). The Effects of Long Range Strategic Planning and Its Impact on Financial Performance
and Growth of Companies in The Lime Industry, Ph. D.. Fort Lauderdale-Davie: Nova Southeastern Univer-
sity.

Kraus, S., Harms, R., & Schwarz, E.J. (2006). Strategic Planning in Smaller Enterprises: New Empirical Find-
ings. Management Research News, 29 (6), 334-344.

Lawless, M.W, Bergh, D.D. & Wilsted, W.D. (1989). Performance Variations among Strategic Group Mem-
bers: An Examination on Individual Firm Capability. Journal of Management, 15 (4), 649-661.

McKiernan, P. & Morris, C. (1995). Strategic Planning and Financial Performance in UK SMEs: Does For-
mality Matter?. British Journal of Management, 5, 31-41.

Meers, K.A. & Robertson, C. (2007). Strategic Planning Practices in Profitable Small Firms In The United
States. The Business Review, 7 (1), 302-307.

Meilich, O. & Marcus, A.A. (2007). Strategic planning and decision making. In Morcol, G. (Ed.), Handbook
of Decision Making (pp. 433-456). Boca Raton: CRC Press.

Mintzberg, H. (1994). The Rise and Fall of Strategic Planning. New York: The Free Press.

Mintzberg, H. & Lampel, J. (1999). Reflecting on the strategy process. Sloan Management Review, 40 (3), 21-
30.



92 ECONOMIC AND BUSINESS REVIEW | VOL. 14 | No. 1 | 2012

Nielsen, L. (2011). Classifications of Countries Based on Their Level of Development: How it is Done and How
it Could be Done. IMF Working Paper. International Monetary Fund.

O’Regan, N. & Ghobadian, A. (2002). Formal Strategic Planning: The Key to Effective Business Process Man-
agement. Business Process Management Journal, 8 (5), 416-429.

Pearce, J. A., Freeman, E.B. & Robinson, R. B. (1987). The Tenuous Link between Formal Strategic Planning
and Financial Performance. Academy of Management Review, 12 (4), 658-675.

Phillips P.A. & Moutinho, L. (2000). The Strategic Planning Index: A Tool for Measuring Strategic Planning
Effectiveness. Journal of Travel Research, 38 (4), 369-379.

Podsakoff, P.M. et al. (2003). Common method biases in behavioral research: A critical review of the litera-
ture and recommended remedies. Journal of Applied Psychology, 88 (5), 879-903.

Ramanujam, V. & Venkatraman, N. (1987). Planning systems characteristics and planning effectiveness. Stra-
tegic Management Journal, 8 (5), 453-68.

Rhyne, L. C. (1986). The Relationship of Strategic Planning to Company Performance. Strategic Management
Journal, 7, 423-436.

Risseeuw, P. & Masurel, E. (1994). The Role of Planning in Small Firms: Empirical Evidence From a Service
Industry. Small Business Economics, 6 (4), 313-322.

Robinson, R. B. & Pearce, J. A. (1988). Planned Patterns of Strategic Behavior and Their Relationship to Busi-
ness-Unit Performance. Strategic Management Journal, 9, 43-60.

Rudd, J.M. et al. (2008). Strategic Planning and Performance: Extending the Debate. Journal of Business Re-
search, 61, 99-108.

Rue, LW. & Ibrahim, N.A. (1998). ‘The Relationship between Planning Sophistication and Performance in
Small Businesses. Journal of Small Business Management, 36 (4), 24-32.

Sherman, H., Rowley, D.J. & Armandi, B.R. (2006). Strategic Management: An Organization Change Ap-
proach. Lanham: University Press of America.

Tapinos, E., Dyson, R.G. & Meadows, M. (2005). The Impact of Performance Measurement in Strategic Plan-
ning. International Journal of Productivity and Performance Management, 54 (5/6), 370-384.

Van de Ven, A.H. (1980). Problem solving, planning and innovation. Part I: test of the program planning
model. Human Relations, 33, 711-740.

Wooldridge, B. & Floyd, S.W. (1990). The Strategy Process, Middle Management Involvement, and Organiza-
tional Performance. Strategic Management Journal, 11 (3), 231-241.

Veliyath, R. (1992). Strategic Planning: Balancing Short-Run Performance and Longer Term Prospects. Long
Range Planning, 25 (3), 86-97.



B.SUKLEV, S. DEBARLIEV | STRATEGIC PLANNING EFFECTIVENESS ...

93

APPENDIX:
Figure 2: Strategic planning effectiveness
Not at all To asmall To a moderate To a considerable To agreat
extent extent extent extent
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Strategic planning increased effectiveness in achieving the organization’s objectives

Leads to developing a sustainable competitive position

Leads to building commitment to action among line managers

Leads to developing a shared vision for the organization

Leads to a good fit between the external environment and the internal capabilities

Assisted managers to consider the future implications of the current decisions
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Figure 3: Formality of the strategic planning
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Flexible planning procedures 1 2 3 4 5 |Uniform planning procedures
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Ten pages plans or less 1 2 3 4 5 |Massive paperwork

Time horizon less than 3 years 1 2 3 4 5 [Timehorizon more than 3 years

Random progress review 1 2 3 4 5 |Regularprogressreview

Figure 4: Barriers to the strategic planning implementation
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extent extent extent extent
[ E (4] (5]

Crises distracted attention from implementation

Inadequate leadership and direction by departmental managers

The overall strategic goals were not well enough understood by the staff

Insufficient employee training and instruction

Implementation much longer than anticipated

Inadequate communication

Coordination of implementation not effective enough

Inadequate information systems for control activities
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