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Abstract

This study aims to investigate the role of CEO and strategy development, and decision
styles as organizational context in the planning process in the Indonesian high-performing banks.

Research methodology: This study employed a multiple case study to investigate the
CEO involvement, strategy development, and decision styles during planning process. The data
gathering method used in-depth semi-structured and unstructured interviews of both key
informants and non-planning members in each identified bank. The three banks were selected
because of their commitment in strategic planning and their high performance position.

Findings: This study has provided useful findings about the strategic planning practices
in the Indonesian high performing banks: key findings comprise the fact that all three banks in
this study have carried out the usual and main strategic planning activities presented in this study:
the vital role of the CEO in strategic planning has been proven, and strategy development in the
strategic planning process has been identified, among other related findings.

Originality/value: This study provides an useful research model for investigating
strategic planning practices both in the relatively stable and predictable business environment
and turbulent and unpredictable business environment. This study, to the best of the researcher
knowledge, is the first investigation that has investigated the issue in the case of Indonesian banks.
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Introduction

How organisations develop strategy has been one of the most intensely debated topic
in strategic management [1]. Strategy is the result of top managers engaging in deliberate,
rational analysis [2];[3];[4]. However, Quinn [5]; Mintzberg and Waters, JA [6], and Mintzberg [7]
contend that most successful strategy emerge through adaptation to environments (emergence)
and does not develop on the basis of a major plan but have a tendency to emerge in
organisations over time. Nutt [8]lnotes that decisions are seldom based on optimal rationality
alone, given the political processes that take place in all organisations. The other scholars in the
field, Johnson et al. [9]; Grant [1]; Hill and Jones [10] assert that the two views are not mutually
exclusive. Intended strategies (rational approach) can often succeed, especially in stable markets
where there are few shocks, but it is reasonable to be open as well to the possibilities of
emergence. Inflexible plans can block learning and prevent the grabbing of opportunities.

The other study examining planning practices in 635 companies showed that formal
planning methodologies and emergent strategies both form part of an upright strategy
formulation process, mainly in an unstable environment [11]. A recent research summarising the
responses of more than 200 company executives exposes that there has been a growing
company wide focal point on and appreciation for the worth of strategic management processes
[12]. Rowley and Sherman [13], however, said that a gap is evident between the strategic planning
process and the extent to which the organisation’s context encourages the planning process. For
this it is essential to tailor the strategic thinking, long-range planning and tactical planning
processes to best fit the desires of an organisation [14]. Hence, the objective of this study is to
investigate the strategic planning practices in the Indonesian high performing banks in the stable
and predictable environment.

The following are the two research questions the researcher employ in this study:

1. To what extent are strategic planning practices (CEO involvement, Strategy
development) applied in the high-performing banking industry in the Indonesian context?

2. To what extent does organisational context (decision approaches) contribute to
facilitating successful strategic planning practices?

In the following sections the researcher reviews the two essential elements of planning
process literature: the involvement of CEO and strategy development literature. The
organizational context that faciliates the successful strategic planning: decision making style is
also described. Then, a research model will be proposed followed by a explanation of the
research method before the results and discussion. Finally, conclusions are portrayed.

CEO involvement

Writing in 1977, Lorange and Vancil asserted that the interest of the top executive will
be the development and execution of a corporate strategy [15]. The significance of CEO
participation in the strategic planning process is also presented by Steiner [3], Abell and Hammond
[16], Lorange [17] and Bryson [18] who depicted that CEO involvement in the strategic planning
process is a must. Successful strategy formulation and execution needs the commitment and
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involvement of managers of the entire levels [19];[20] and strategic leaders [21] particularly CEO
of the organisation. It would be very hard to find a company CEO who did not recognize the need
for strategic planning when making foremost decisions about company policies or when
considering major directional change [22].

Furthermore, for the CEQ’s involvement to have best result, he should go into the
arena at an untimely stage, deciding objectives, arguing with assumptions, forcing alternatives,
and usually ‘orchestrating’ the various human aspects of the planning process so as to guide it
on a course between encouragement and consensus towards the best achievable strategy for
the organisation as a whole [23]. Mintzberg [7], however takes a different view about the role of
the top management in corporate planning. He argued that planning can weaken the very
commitment it so immediately demands.

Strategy development (formulation)

The role of strategy development is to generate a set of strategies that will effectively
link the organisation to its environment to achieve excellent performance [24a,b,c]; [3]. Strategy
is the result of top managers engaging in deliberate, rational analysis [2];[3]; [41(Weihrich.1982).
However, Quinn [5](1980); Mintzberg and Waters, JA [6]1(1985), and Mintzberg [7] contend that
most successful strategy emerge through adaptation to environments (emergence) and does not
develop on the basis of a major plan but have a tendency to emerge in organisations over time.
Nutt [8] notes that decisions are seldom based on optimal rationality alone, given the political
processes that take place in all organisations. The other scholars in the field, Johnson et al. [9];
Grant [1]; Hill and Jones [11] assert that the two views are not mutually exclusive. Intended
strategies (rational approach) can often succeed, especially in stable markets where there are
few shocks, but it is reasonable to be open as well to the possibilities of emergence.

In addition, Hamel and Phahalad [25] have critiqued the ‘it model’ of strategy making
for the reason that it can direct to a mindset in which management focus too much on the
level of fit between the recent resources of a company and recent environmental opportunities,
and not sufficiently on building new resources and capabilities to create and exploit upcoming
opportunities. For this, Hamel and Prahalad suggest that strategies developed with only the
present in mind tend to be more concerned in today’s problems than concerned with
tomorrow’s opportunities. Furthermore, W. Chankim and Renee Mauborgne in their monumental
book [26a;26b] ‘Blue Ocean Strategy’ and their article in Harvad Business Review [26c]
recommend that in developing strategy, it is very important that firms consider and concentrate
too in the uncontested markets, besides in the current markets where firm has competitive
advantage. Furher, Rumelt [27] maintains that strategy can neither be developed nor adjusted to
changing circumstances without a process of strategy assessment. There are numerous stages in

developing strategies.
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Organisational context (decision-making types)

Another variable considered in this research is decision making. Two decision frameworks
are scrutinized; the rational-collegial and the autocratic-political. Smart et al. [28] described these
as:

Rational-collegial, a decision approach in which “resource allocation decisions are the
result of group discussion and consensus, based on the use of a standard set of procedures, and
criteria reflecting what objectively seems best for this institution overall.”

Autocratic-political, a decision approach in which “resource allocation decisions are
customarily made by one individual at this institution, in a political manner based on the relative
power of those involved and without any particular pattern characterizing the criteria used.”

Research Method

This study adopted multiple case study research because it tried to investigate the CEO
involvement, strategy development, and decision styles during the planning process. A sample
of three banks was selected for this research. Data collection took place at each of the three
banks identified in the sampling process. The data collection method utilized in-depth
semi-structured and unstructured interviews of both key informants and non-planning members
in each identified organisation. The researcher used six generic steps from Cresswell [29] for data
analysis of this study and a systematic approach [30] for identifying, analysing, and describing
patterns/themes across a dataset. This study also integrated literature into the analysis in
analysing data to interpret the data on strategic planning practices and organisational context,
connects them to the research question and, noticeably, links the data and analysis to existing
scholarly literature [30];[31a,31b].

In this study the researcher proposes a research model called designed emergence
planning model as shown in figure 1. In this model, strategic planning practices may happen both
in the turbulent less predictable and stable and predictable business environment. Indonesian
bankings are the best example for industry that applies strategic planning practices in the stable
and predictable environments. As showed in the model below, for such environment, then
organisation should adopt design planning approach rather than emergent approach [32].

Findings and discussion

CEO involvement

In all three banks in this study, as presented by the interviewees, the position of CEO in
strategic planning process was very strategic and vital. CEO was very involved in the planning
process to provide input and approval in line with the level of power. As a central figure in the
organisation, CEO would be source of motivation for the members of the strategic planning
process in devising strategic planning. These findings were parallel to the observation of Lorange
and Vancil [15]; Bryson [18]; Lorange [17]; Abell and Hammon [16] that the interest of the top
executive are the development and implementation of a corporate strategy and planning in the
end is designed for them to establish strategy and allocate resources.
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The findings, however, are rather different with the view of the planning school as
revealed by Mintzberg [7];[6] that although CEO is the architect of strategy, in practice, this archi-
tect was not meant to devise the strategic plans so much as to approve them. In all three banks
in this study, the researcher could note that the vital role of the CEO in strategic planning was
very obvious and has been for best effects both on ensuring that the strategic planning process
was on the right track and getting better the organizational performance.

Strategy development (formulation)

A head of planning department said, “we seek to formulate the best strategies based
on the environmental analysis.” He said further, “a strengths, weaknesses, opportunities, and
threats (SWOT) analysis is a key base in devising strategy.” An interviewee reported, “we develop
a set of strategies to achieve the goals and mission and vision of the firm, the other interviewee
revealed that, “the bank transformed long-term plan into the middle-term plan and short-term
plan. In the first year, strategic planning would be transformed into strategies and actions in which
they are the piece of strategic planning. Further, other planning member said, “we proposed
numerous alternatives to the board of directors......... then with complete data, management took
a decision.” The other interviewee revealed, “once agreed, planning outline mainly strategy
development would be presented to the division by memo, then we held numerous meetings
across divisions and departments.” In the next step, the outline was then presented to the
Ministry of Government-owned Corporates Affair, and then there was a meeting between the
board of directors and the Ministry to talk about the planning draft. Then the final draft would
be a conclusive document of strategic planning.

The findings supported the views of Porter [273;27b], which evoked that competitive
forces shape strategy and the task of the decision maker is based on what a company can do to
take advantage of opportunities and deal with threats in the external business surroundings.
Successful strategy, then, is about matching the resources and activities of a company to the
external environment in which it operates (strategic fit). In the other words, a firm which does not
possess a minimum level of ‘strategic fit’ are guaranteed to be unsuccessful.

The findings, however, are different with the observation of Hamel and Phahalad [25],
who critiqued the ‘fit model’ of strategy making and suggest that strategies developed with
merely the present in brain tend to be more concerned in today’s problems than concerned
with tomorrow’s chances. Concluding this discussion on strategy development, the researcher
would like to highlight the outlooks of Mintzberg [7]; that before a choice can be deviced, the
organisation’s strengths and weaknesses should be assessed, together with the existing
resources. In other words, the strategy development is the outcome from harmonizing
opportunity and organisation capability at an agreeable level of risk. Both school of thoughts are
balancing, interdependent and generate effective strategy only while perform together.

Decision-making approaches

This study showed that rational collegial approach was apparent during the strategic
planning process. Banks A, B, and C used the rational-collegial approach in which decision to
allocate resources was the outcome of deep group discussion during planning process based on
thorough analytic and strategic assessment process regarding the priority. As revealed by i
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nterviewees of 3 banks involved in this study that resource distribution decisions are the outcome
of group argument and consensus. These findings were consistent with the work of Smart [28];
Smart et.al [33] arguing that rational-collegial presume that resource allocation decision are the
result of group dialogue and consensus, based on the use of a standard set of procedures, and
criteria reflecting what objectively seems best for this institution overall. This findings also support
views of the proponents of rational planning approach such as Steiner [3]; Lorange [17]; Lorange
and Vancil [15] that all strategic decisions to reach the objectives of organisation are decided by
strategic planning steps. The rational decision approach will extend participation of the
employees of the organisation during the planning process. One of the nature of this decision
type is the higher number of membership participation in decision making [28]. Participation
during the planning process, as argued by Mintzberg [7] and Jarzabkowsky and Balogun [34] will
reinforce commitment. In turn, it will improve the effectiveness of the planning process and the
achievements of the substantially performing bank.

In contrast, the adoption of the autocratic political approach along with it would ignore
the strategic planning process; it also would reduce the effectiveness of strategic planning, and
as a result, reduce the achievement of the highly performing bank. Even though the role of CEO
in the strategic planning process was very strategic and vital and CEO was deeply involved during
strategic planning process, the entire strategic decisions, however, such as strategy development
and resources allocation were decided by the strategic planning process. Although, of course,
the last strategic decision was at the hand of CEO as the uppermost authority in an organisation,
once decision has been decided, however, as alleged by an interviewee, even director can not
change.

Conclusion

Based on the research findings, a numeral of conclusions have been identified.

1. The analysis reveales that the three banks in this study have clearly been
involved in carrying on strategic planning main activities: CEO involvement and strategy
development and the rational collegial approach was manifest during the strategic planning
process.

2. This study shows that the vital role of the CEO in each of the banks in this study
in strategic planning was very apparent and achieved best results, both in assuring that the
strategic planning process was on the correct track and getting better the organisational perfor-

mance.
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Figure 1. Designed emergence planning model [32]
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