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Strategic Planning,
Autonomous Actions and
Corporate Performance

Torben Juul Andersen

There has been a tendency to de-emphasize the role of strategic planning in recent
years and instead focus on management autonomy and organizational learning.
Yet most firms continue to plan for the future. This reveals a need to review the
effects of strategic planning in conjunction with managers’ autonomous actions.
Past research on the performance effects of strategic planning has been
inconclusive, and evidence of the strategic importance of adaptive actions taken by
lower level managers remains somewhat anecdotal. What is more, contemporary
scholars hold opposing views. Some argue that autonomous actions are imperative
to strategic adaptation, while planning inhibits change. Conversely, others argue
that centralized planning is needed to co-ordinate responsive actions and spur
adaptive strategic thinking. To clarify this apparent dilemma, this article presents a
recent research programme investigating the dual performance effects of strategic
planning and autonomous actions in the strategy formation process. The results
indicate that strategic planning has positive performance effects across industries,
and exists in tandem with autonomous actions, where managers make responsive
decisions that enhance performance under changing environmental

conditions. (© 2000 Elsevier Science Ltd. All rights reserved.
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ciencies without a central master plan. In another industry,
Microsoft, a leading international software company, is com-
posed of free-spirited and creative managers, but again it is
hard to conceive of the company’s new product developments
without a common strategy to guide these initiatives. In the
financial services industry, United Services Automobile Associ-
ation (USAA) is a successful organization with managers auth-
orized to make policy decisions. None the less, the insurance
group needed a centralized strategy and planning process to
build its unique processing infrastructure and extend its ser-
vices portfolio. These and numerous other examples make it
appropriate to ask whether organizational learning, where indi-
viduals experiment and exchange information, is an isolated
process, or is in fact complementary to strategic planning. Is
learning from managers’ autonomous actions associated with
higher adaptability and performance? Does centralized strategic
planning guide and co-ordinate autonomous actions to further
economic performance? In other words, are strategic planning
and learning really incommensurate processes? These issues
constitute the main themes of this article.

A rational planning perspective is central to the conventional
strategic management paradigm, where strategic decision-mak-
ing is perceived as a sequential analytical process.” This per-
spective is ingrained in the frameworks of modern strategy
textbooks, although prior empirical studies provide somewhat
equivocal evidence on the performance effects of planning and
this has led to the declared demise of strategic planning.” How-
ever, newer research indicates that under certain conditions
strategic planning is conducive to higher performance. This
article comments on studies that have gauged the performance
effects of strategic planning, and refers to strategic planning
processes that have shown a positive association with organiz-
ational performance. The article outlines an integrative perspec-
tive of strategic planning and autonomous actions, where
managers can make independent decisions. Autonomous
actions enable the firm to react faster to changing conditions
and learn from new experiences. This perspective is used to in-
vestigate the performance effects of strategic planning and
autonomous actions simultaneously in different industrial en-
vironments. The study reveals that strategic planning is associ-
ated with superior organizational performance in all the
industrial settings investigated, and exists in tandem with
autonomous actions to enhance firm performance in dynamic
industries.

Strategic planning

The strategic planning approach conceives strategic decision-
making processes as logically sequenced activities that allow
management to analytically determine an appropriate strategic
path for the whole organization. Strategy has been defined as
the determination of long-term goals and objectives by the cor-
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porate leadership, and conceived as a pattern of policies and
plans developed by top management to achieve predetermined
goals.*” The strategic planning process has been depicted as the
development of decision-making rules that guide future organ-
izational actions.’ Centralized strategic planning systems are
developed to integrate functional activities and co-ordinate
long-term organizational actions that arguably should facilitate
corporate adaptation.”® Many of these aspects are incorporated
in the conventional strategic management paradigm, which
emphasizes a need for a systematic approach to strategy devel-
opment. The strategic management paradigm builds on a num-
ber of sequential steps in the strategy development process,
such as goal formulation, environmental analyses, strategy for-
mulation, implementation and control.

The strategic planning approach has been reflected in large
parts of the strategy literature as a rather centralized process.
The CEO is portrayed as the key strategy maker who conceives
the strategic plan, and imposes its implementation on the rest
of the organization. In this framework, top management sets
long-term goals and medium-term objectives, rational analyses
of the firm’s competitive position guide the formulation of
appropriate strategies in view of goals and objectives, and stra-
tegic choices are enacted through the organization’s operational
policies. Hence, the corporate strategy process is typically
described as a hierarchical process where top management out-
lines an overall strategic plan based on corporate goals, before
general managers develop their goals and strategic business
plans, and middle managers set functional goals and strategies.
Subsequently strategic control systems assess how the organiz-
ation proceeds towards established strategic goals and objec-
tives.” "’

A stream of studies has attempted to test the performance
effects of different aspects of the strategic planning process (a
chronology of representative studies is provided in Table 1).
Much of the empirical research has focused on manufacturing
companies and banks. Some studies have shown that strategic
planners outperform non-planners, while other analyses
revealed no association between strategic planning and higher
performance.'*™'® Yet other empirical studies found that pro-
cess comprehensiveness, a proxy for strategic planning, was as-
sociated with high performance in relatively stable industries,
and low performance in dynamic industries.'”*° These results
contradict proponents of strategic planning, who argue that
planning enhances strategic adaptability in dynamic environ-
ments. The findings also contrast observations that high perfor-
mers in the dynamic computer industry use extensive analyses
in their strategic decision-making processes.’”** In other
words, no conclusive evidence has emerged to unequivocally
demonstrate performance effects from strategic planning. A
simple reason is that the strategic planning measures have
lacked precision and consistency. For example, comprehensive-
ness and formality are not synonymous with strategic planning,
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Table 1. Representative studies of strategic planning and autonomous actions: a chronology

Author Focus Method Conclusions
Chandler (1962) Corporate strategy ~ Case study Strategy formulation leads to corporate structure
Bower (1970) Investment Case study Managers’ resource-committing capital budgeting
decisions decisions influence strategy
Mintzberg (1973) Strategy modes Literature Planning applies to stable environments and
study emergent strategy to dynamic industries
Wood and Strategic planning  Questionnaire Strategic planning has a positive performance effect
LaForge (1976)
Sapp and Strategic planning  Questionnaire Strategic planning has a positive performance effect
Seiler (1981)
Fredrickson (1984) Comprehensiveness Scenario Comprehensiveness has positive performance
analysis relationship in stable industries
Fredrickson and Comprehensiveness Scenario Comprehensiveness has negative performance
Mitchell (1984) analysis relationship in dynamic industries
Whitehead and Strategic planning  Questionnaire Strategic planning has no performance effect
Gupp (1985)
Rhyne (1986) Planning openness  Questionnaire Planning openness has positive association with
performance
Fredrickson and Comprehensiveness Scenario Comprehensiveness has positive performance
Acquinto (1989) analysis relationship in stable industries and negative in

Eisenhardt (1989)

Jelinek and
Schoonhoven (1990)
Kukalis (1991)

Powell (1992)

Miller and
Cardinal (1994)
Hopkins and
Hopkins (1998)

Fast strategic
decisions
Corporate
innovation
Planning flexibility

Comprehensiveness

Strategic planning

Planning intensity

Case studies
Case studies
Questionnaire

Questionnaire

Meta-study

Questionnaire

dynamic industries

High performers in the dynamic computer industry

make extensive decision analyses

Development commitments influence strategy in the

dynamic computer industry

Planning flexibility has a positive performance
association

Comprehensiveness has a positive performance
relationship in stable industries and negative in
dynamic industries

Strategic planning has a positive relationship to
performance, particularly in dynamic industries
Planning intensity has a positive relationship to
performance in the banking industry

and may say little about the effectiveness of the planning pro-

Cf!SSGIS.23

Whereas past research on strategic planning has been incon-
sistent in defining planning, a closer look at newer studies
reveals that strategic planning, measured on the basis of the
conventional strategic management paradigm, seems to show a
positive association with performance. The strategic manage-
ment paradigm entails the existence of strategic objectives,
long-term plans, competitive analysis, strategic control and so
on. The studies found a positive association between planning
and performance, particularly in dynamic and complex en-
vironmental settings, while planning formalization, for instance
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written plans, the use of manuals and the like, showed no per-
formance relationship.>*>” These results imply that centralized
strategic planning drives performance effects rather than the
formalization and comprehensiveness of the planning process.
Consequently, a strategic planning process that adheres to the
key elements of the conventional strategic management para-
digm, for example through the development of mission state-
ments, long-term goals, action plans and controls seems to
support organizational performance.

Autonomous actions and learning

While proponents of strategic planning claim that planning is
required to guide new initiatives and co-ordinate adaptive stra-
tegic actions, it has been argued that reliance on centralized
strategic planning processes is insufficient. A significant number
of investment decisions emerge and get approved by lower level
managers. These resource commitments subsequently influence
the corporation’s strategic development. It has also been
suggested that the strategy process evolves around ongoing
learning from the resource-committing actions taken by man-
agers in different parts of the firm. In this paradigm, strategy is
formed over time as shared cognition develops among the
managers who enact the firm’s strategic moves. Strategy devel-
opment has been described as a social learning process, where
relatively autonomous actions are nurtured and promoted by
middle managers until they eventually become a part of or
actually shape the organization’s official strategy. When man-
agers make investment decisions, product developers select pro-
jects and sales managers approach new markets, resources are
committed in ways that influence the strategic development of
the firm. The internal resource deployment builds capabilities,
partially unintended, that subsequently will determine which
strategic options are available to the organization. In this way,
it is claimed, important strategies can emerge even without the
awareness of top management.*® >’

Managers’ abilities to make independent decisions should
allow the organization to be more responsive to changing mar-
ket conditions, which is particularly beneficial to firms operat-
ing in dynamic and complex industries. Furthermore, learning
from managers’ autonomous actions might support the stra-
tegic planning process, because new experiences and insights
can inspire proactive business initiatives. It might be possible
for the organization to learn about new strategic opportunities
through the decentralized strategic actions taken by auton-
omous managers. Hence, managers’ autonomous actions can
provide the firm with a better understanding of changing con-
ditions and help identify new ways to adapt the firm’s business
activities.

A potential downside to autonomous actions is that they
might divert organizational efforts, and lead to conflicting and
counterproductive functional actions. However, centralized
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strategic planning processes are supposed to integrate organiz-
ational activities and co-ordinate new actions between the
firm’s different functional areas. Therefore, strategic planning
and autonomous actions do not necessarily represent either—or
propositions, but might be congruent strategy processes. In
that case, strategic planning processes and autonomous actions
are complementary elements of strategy formation that facilitate
learning and adaptation across the organization.

An integrative strategic planning perspective

The above discussion of planning research concludes that cen-
tralized strategic planning and managers’ autonomous actions
are not mutually exclusive, and might even be complementary
elements of the strategy formation process. This is captured in
a strategic planning model (see Figure 1) indicating that stra-
tegic planning and autonomous actions both influence organiz-
ational performance and might interact in ways that enhance
performance. It is suggested that the performance relationships
depend on the industrial environment in which the firm oper-
ates, where the environment is characterized by how dynamic
and complex the industry is. According to proponents of plan-
ning, strategic planning should be associated with higher per-
formance in dynamic and complex industries, which
contradicts the predictions of a conventional environmental
contingency view, while autonomous actions clearly should
lead to higher performance in industries with high levels of
dynamism and complexity.”* ¢

In this model, strategic planning depicts the organization’s
adherence to the rational process elements of the conventional
strategic management paradigm. The strategic planning con-
struct is measured by recently developed and tested item scales
indicating the organization’s emphasis on mission statements,
long-term goals, strategic action plans, and ongoing control.>’
Autonomous actions reflect the extent to which managers
below the top management team are authorized to make de-
cisions that have strategic implications. The construct of auton-
omous actions is captured by decision authority scales of
conventional centralization measures adapted to consider de-
cisions affecting the firm’s strategic development, such as new
market activities, product and service developments, changes in
practices and policies and the like.”®*!

Organizational performance is expressed as economic per-
formance, the sum of two economic indicators, and organiz-
ational innovation. The economic indicators, return on assets
and sales growth, are combined to obtain an integrated
measure of both efficiency and market position effects. The
economic performance indicators are assessed by comparison
to the firm’s close competitors. Organizational innovation
denotes the extent to which the organization is a first user of
new useful ideas, devices, systems, policies, programmes, pro-
cesses, products and services.*>*
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The industrial environment is characterized by dynamism
and complexity indices, where dynamism denotes the variance
in the industry’s net sales and operating income, and complex-
ity reflects the diversity of inputs and outputs in the particular
industry***> (The Appendix provides detailed descriptions of
the environmental indices.)

The model implies that strategic planning has a positive in-
fluence on organizational performance. This performance effect
is expected to come about because planning facilitates adaptive
strategic thinking among managers and enhances the co-ordi-
nation of longer term functional actions. Adaptive strategic
thinking is expected to have a particularly pervasive effect in
dynamic industries, and the integrative effects of planning
might be particularly useful in complex environments. Hence,
the performance effect of strategic planning is expected to
depend on how dynamic and complex the industrial setting is:
the performance relationships should be more pronounced in
highly dynamic and complex industries.

The existence of autonomous actions imply that managers
below the top management level can make decisions with stra-
tegic implications without prior approval from top manage-
ment. The autonomous actions of managers provide fast
adaptive responses and facilitate strategic experimentation that
can allow the organization to update its knowledge about chan-
ging environmental conditions and devise adaptive responses.
Such insights might be incorporated into the strategic planning
process, and fuel appropriate adjustments to the strategic plans.
As a consequence, autonomous actions might enforce the posi-
tive performance effects of strategic planning.

An empirical study
The strategic planning model was subjected to an empirical in-
vestigation. Strategic planning, autonomous actions, and organ-
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izational performance were measured as aggregations of items
derived from responses to a questionnaire. Each item was
assessed by responses to five-point Likert scales added together
to form the respective measures. The assessments referred to
prevailing conditions over recent years to reduce spurious
effects. Strategic processes typically build on and extend past
organizational behaviours and therefore will have existed sev-
eral years prior to the period covered by the measures. For
example, the organizations included in this study had on aver-
age adhered to a strategic planning approach for five to six
years, while entities with high emphasis on planning had used
it even longer. Consequently, there is a strong argument that
the strategy constructs measured in the study influence organiz-
ational performance. However, the statistical analyses can only
reveal the significance of model relationships, and do not
unambiguously determine the causal structure of the strategic
planning model.

Interviews with sales executives in six firms in the food and
household products, computer products and banking industries
supported the development of the questionnaire. The question-
naire was pre-tested by 20 managers reporting to the sales
executives in the firms. The pre-test led to some fine-tuning of
the questionnaire, but generally showed acceptable correspon-
dence between responses from sales executives and subordinate
sales managers. Sales executives in a larger sample of single
business firms and corporate divisions in the food and house-
hold products, computer products and banking industries were
asked to respond to the questionnaire. The bank responses
focused on retail banking and used business area, regional and
branch executives as the prime respondents. (The sales execu-
tive was first identified from the Compustat database as the
corporation’s member of the top management team responsible
for the sales function.) Then the information was confirmed,
adjusted and completed through telephone calls to all the enti-
ties. Managers in market-oriented functions, such as sales, mar-
keting and field services were used as respondents, because they
are generally more engaged in the strategy formation process.*’

Sample selection and data collection

To investigate the model relationships in different industrial
settings and make comparisons to previous research results, the
study identified three distinct industry groups (see the Appen-
dix). The food and household products group comprised man-
ufacturing industries that are relatively low on dynamism and
complexity. The computer products group represented manu-
facturing industries with a high level of dynamism and com-
plexity. Banking represented a distinct services industry
characterized by levels of dynamism and complexity somewhere
between the food and household and the computer products
industries. Analyses of dynamism and complexity indices in
different four-digit SIC industries extracted from Compustat
supported the selection of industry groups. Annual reports
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from approximately 84% of all the firms included in the Com-
pustat database in the selected industries were subjected to
thorough analysis to ensure that single business firms and div-
isions were appropriately identified. A total of 456 business
entities were identified of which 188 were in the food and
household products industry, 172 in the computer products
industry and 96 in retail banking. The questionnaires were
mailed to the executives in late 1997. The mailing was sup-
plemented by soliciting phone calls and another mailing sent to
non-respondents after two months.

Results

A total of 230 questionnaires were returned from executives in
the 456 business entities corresponding to an overall response
rate of 50.4%. The respondents were distributed with 97 execu-
tives from the food and household group, 96 executives from
the computer products group and 45 from banking entities,
corresponding to group response rates of 51.5, 55.8 and 46.9%,
respectively. The sample was tested for non-response biases and
differences between early and late respondents. The sample was
also tested for reliability through comparison with external data
on net sales, sales growth and corporate profitability. The self-
reported and archival data were highly correlated and statisti-
cally significant. Sales managers reporting to the sales executive
were selected randomly from the early respondents. These sales
managers provided secondary responses in approximately 15%
of the total sample. Comparison between the primary and sec-
ondary respondents in this sub-sample showed an effective
inter rater reliability of 0.70, which was considered satisfac-
tory.*”*® The validity of the model constructs was assessed by
exposing the item responses from the questionnaire to factor
analysis. The analysis clearly supported distinct constructs of
strategic planning and autonomous actions with Chronbach’s
alphas of 0.84 and 0.70.

The mean values and correlation analysis of the measures are
presented in Table 2. Both strategic planning and autonomous
actions are significantly and positively correlated with economic
performance and organizational innovation, which is consistent
with the proposed strategic planning model.

Analyses

The performance effects of the strategy constructs, strategic
planning and autonomous actions, were assessed by applying
multiple regression analyses to determine the relationships
between the strategy constructs and the two organizational per-
formance measures. The performance measures were included
as dependent variables in two regressions, both of which had
strategic planning, autonomous actions and the interaction
terms between strategic planning, industry dummies and
autonomous actions as independent variables. A number of
control variables that might confound the effects of the strategy
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Table 2. Descriptive statistics and correlation analysis (n = 230)

Mean S.D. Range 1 2 3
1. Strategic planning 18.0 4.72 5-25 - - -
« Food and household products industries (n = 97) 17.8 5.13
« Computer products industries (n = 88) 17.2 4.38
« Banking industry (n = 45) 20.0 3.88
2. Autonomous actions 13.0 4.42 5-25 0.054
3. Economic performance 7.7 215 2-10 0.355'  0.144"
4. Organizational innovation 10.9 1.82  3-15 0275 0.230°  0.307°
< 0.01.
fip<0.05.

constructs were considered in the analysis. These variables
included organizational size, fixed asset commitments and the
organization’s geographic dispersion. However, none of the
variables materially affected the regression coefficients and were
not included in the regression results reported here.*’ Finally,
the regressions were tested for multi-collinearity, outliers, het-
eroscedasticity and normality.

The analyses of firms across industry groups show that stra-
tegic planning has significant positive relationships to economic
performance (Table 3) and organizational innovation (Table 4).
The interaction terms between strategic planning and the
industry dummies do not reveal significant differences between
the performance effects of strategic planning in the three indus-
trial settings. Therefore, strategic planning appears to be equally
important in all industrial settings.

The inclusion of autonomous actions in the multiple re-
gression analyses shows that both strategic planning and auton-
omous actions have significant effects on both organizational
performance measures. However, the interaction terms between
strategic planning and autonomous actions do not have signifi-
cant regression coefficients on economic performance and or-
ganizational innovation (see Tables 3 and 4). Therefore,

Table 3. Multiple regression analyses on economic performance
(n = 230) [standardized regression coefficients]

Independent Variables

Strategic planning 0.347°  0.360' 0348  0.362'
Autonomous actions - - 0.122" 0.129"
Interaction Terms

Planning—banking industry 0.031 - - -
Planning—computer industry - —0.077 - -
Planning—autonomy - - - 0.053

p<0.01.
iip<0.05.
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Table 4. Multiple regression analyses on organizational innovation
(n = 230) [standardized regression coefficients]

Independent Variables

Strategic planning 0.282! 0278 0265 0270
Autonomous actions - - 0.214' 0.169'
Interaction Terms

Planning—banking industry —0.012 - - -
Planning—computer industry - 0.005 - -

Planning—autonomy - - - 0.011

1p<0.01.

strategic planning processes and autonomous actions seem to
exert performance effects largely independently of each other.
In other words, autonomous actions do not seem to enforce
the positive performance effect of strategic planning, and vice
versa. This might be taken to show that one of the prime
effects of strategic planning is the ability to facilitate strategic
thinking across the organization and thereby encourage and
support managers to take appropriate and timely strategic
actions. Conversely, the results might indicate that the strategic
planning process is less effective as an ongoing co-ordinating
mechanism of emergent autonomous actions, and that it is dif-
ficult to instantly adjust strategic plans in accordance with new
events observed by decentralized managers. This interpretation
depicts two coexisting strategy processes, with limited direct in-
teraction between strategic planning activities and managers’
autonomous actions. None the less, the two strategy approaches
clearly go well together, since organizations that adhere to both
approaches simultaneously can achieve significantly higher per-
formance than organizations that only embrace one of the two.

It could be argued that the strategy constructs might have
different effects on the two economic performance indicators,
return on assets and sales growth, as they describe different
aspects of economic performance. Return on assets should
reflect economic efficiencies, whereas sales growth should indi-
cate effects from market positioning. To assess potential differ-
ences in performance relationships, the regressions were
repeated with each of the economic performance indicators as
the dependent variable. However, these regressions did not
show any material divergence from the reported findings.

The model constructs are measured by categorical data and
their relationships are captured in a linear regression model
that assumes continuous variables. The organizational perform-
ance measures, as well as the measures of the strategy con-
structs, are derived from items ranked on ordered Likert scales
with five classifications (1-5). Economic performance is
measured by adding two item scales, return on assets and sales
growth, and therefore has nine possible outcomes ranging
between 2 and 10. Organizational innovation is measured by
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Table 5. Multiple regression on economic performance by industry
group [standardized regression coefficients]

Food Products Computer Products Banking

n 97 88 45
Independent Variables

Strategic planning 0.297* 0.303! 0.371'
Autonomous actions —0.032 0.298" 0.212
Interaction Terms

Planning—autonomy  0.091 —0.017 —0.083
p<0.05.

fip<0.01.

adding three item scales, and thus ranges between 3 and 15.
The strategic planning and autonomous action measures are
based on five item scales and range between 5 and 25 (see
Table 2). Although the aggregate scale measures are reasonably
wide, the use of categorical data might distort the analytical
results. To assess whether the ordinal scaling has affected the
reported results, the data were exposed to cumulative ordered
logit analyses, where the explanatory variables were regressed
on the logits of the cumulative probability of higher perform-
ance.”®! This analysis indicates that strategic planning and
autonomous actions significantly increase the odds of achieving
higher economic performance at the 1% confidence level,
which is consistent with the linear regression results.

Finally, the regression analyses were repeated in each of the
three industry sub-samples to see whether the performance pat-
terns differ between industrial settings. The analyses reveal that
strategic planning is important in all three industry groups,
food and household products, computer products and banking.
On the other hand, autonomous actions do not show signifi-
cant performance effects in the food and household products
and banking industries. Although the regression coefficient
between autonomous actions and economic performance in the
banking industry is nominally high and positive, it is not stat-
istically significant in this analysis, which could be a function
of the relatively small sample size. By comparison, autonomous
actions appear to be as important as strategic planning to econ-
omic performance and organizational innovation in the
dynamic and complex computer products industries (Tables 5
and 6).

The analytical results of this study indicate that strategic
planning has a significant positive effect on organizational per-
formance across different industries and that autonomous
actions lead to higher performance in the dynamic computer
products industry. The results appear quite robust in the pre-
sent sample, and although they could reflect inverse causality,
that does not seem to be a major concern in this study since
the strategy processes most likely precede the performance
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Table 6. Multiple regression on organizational innovation by
industry group [standardized regression coefficients]

Food Products Computer Products Banking

n 97 88 45
Independent Variables

Strategic planning 0.202° 0.300' 0.251°
Autonomous actions 0.117 0.304" 0.041
Interaction terms

Planning—autonomy  0.082 —0.052 —0.068
ip<0.05.

fip<0.01.

measures. The analyses traced some differences in the effects of
the strategy approaches across the industry groups, which
might call for further scrutiny. Similarly, studying other indus-
tries not included in the present analysis might reveal other
interesting nuances. In other words, there is room for confir-
matory research to test the generalizability of the results and
extend our understanding of the complex strategy process. The
coexistence of centralized strategic planning processes and
autonomous actions among managers raises a number of nor-
mative management issues. How do we effectively combine
planning and autonomy in strategy development? Is it possible
to achieve beneficial interactions between the two strategy
approaches even if the results of this study fail to confirm their
existence? More research in this area could enhance our under-
standing of effective strategy processes in today’s increasingly
dynamic and complex industrial environments.

Implications

This empirical study provides evidence that strategic planning
(that emphasizes elements of the conventional strategic man-
agement process) is associated with higher performance in all
the industrial environments studied. The performance effect of
strategic planning does not vary significantly between the
different industry groups. Hence, strategic planning is an im-
portant performance driver in all industrial settings, and
enhances both economic performance and organizational inno-
vation.

Autonomous actions, where managers are authorized to
make decisions without top management approval, do not
show significant effects in the food and household products
and banking industries in this study, but have positive per-
formance effects in the dynamic and complex computer pro-
ducts industry. This result is consistent with claims that
learning from decentralized managerial actions support strategic
adaptability and influence the organization’s strategic path in
dynamic environments. The results also indicate that auton-
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omous actions exert little or no influence on the performance
effects of strategic planning activities. So the two strategy
approaches coexist, but do not significantly enhance each
other. Yet firms operating in dynamic and complex industries
reach significantly higher performance levels when they adhere
to both strategy approaches simultaneously.

Consequently, executives operating in increasingly dynamic
and complex industries should not choose between strategic
planning and learning through autonomous actions, as appears
to be a common belief. Both strategy approaches coexist and
can concurrently improve organizational performance. Strategic
planning is important and enhances performance in all the
industrial settings, while autonomous actions, where managers
can make independent decisions, also affect firms operating in
dynamic and complex industries. Therefore, strategic planning
processes are essential to good performance in all industrial en-
vironments and should not be ignored. However, in dynamic
and complex industries, performance is even higher when man-
agers simultaneously are authorized to make autonomous de-
cisions and learn from their actions.

Appendix A

Table A.1. Industry groups and environmental indices

Dynamism'  Complexity"

Food and household products industries™ 1.5 8.3
Computer products industries™ 7.6 24.5
Banking industry” 4.4 12.1

Dynamism: S + O.S was calculated as the standard error of the annual net sales
regression slope coefficient divided by the mean value of net sales for the 10-year
period 1986—1995. O was calculated as the standard error of the annual operating
income regression slope coefficient divided by the mean value of operating income
for the 10-year period 1986—1995. The 10-year time series were extracted as aggre-
gate industry data. Source: Compustat, Dow Jones (1997).

fiComplexity: C ~' 4+ D~'.C was calculated as an index reflecting the extent to
which other industries supply inputs to the industry in 1987 [Ci =
v 15) / >y I{-,-)z, where G is the concentration of input in industry i, and I is
the dollar value in producers’ prices of commodities from industry j used by indus-
try i]. D was calculated as an index reflecting the extent to which the industry
supplies products to other industries in 1987 [D; = (Zv_; Pl%) / (Zw Pg)z, where D;
is diversity of output in industry i, and Pj is the dollar value in producers’ prices
of commodities sold from industry i to industry j]. Source: Benchmark Input—out-
put Accounts of the US 1987, US Bureau of Economic Analysis (1994).

fifood and household products industries: meat packing (SIC: 2011-2015), flour
and cereals (SIC: 2040-2046), sugar products (SIC: 2060-2063), beverages (SIC:
2082-2089), various food items (SIC: 2090-2099), men’s clothing (SIC: 2300-
2399), women’s clothing (SIC: 2331-2341) and household furniture (SIC: 2511-
2514).

Long Range Planning, vol 33 2000

197



NComputer products industries: electronic computers and storage devises (SIC:
3571-3572), computer terminals and calculators (SIC: 3575-3578), industrial ma-
chinery (SIC: 3547-3559) and measuring and analytical instruments (SIC: 3825—
3827).

VBanking industry: national commercial banks (SIC: 6021).
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