
Is Strategic Management at the Crossroads? 
 

Arun, Madapusi  
University of North Texas 

P.O. Box 305429, Denton, Texas 76203-5429, USA 
Phone: (940) 565 3338; Email: madapusi@unt.edu  

 
 

Abstract 
 

Is Strategic Management today at the crossroads? Has Strategic Management, as a field 
of study, reached the end of the line? Should Strategic Management continue in its current form 
as a field of study? This study first discusses the current stage of strategic management as a field 
of study. Then the study identifies areas where strategic management can significantly contribute 
to the existing knowledge base.   
 

Strategic Management as a field of study 
 

In this section, the evolvement of strategic management as separate discipline with its 
own research agenda that sets it apart from other disciplines is discussed. Early strategic 
management as a field of study can be traced to the 1960s works of Christensen, Chandler, 
Ansoff, Andrews, and the Boston and Consulting Group (BCG) group that together gave a 
powerful impetus to managerial choice and responsibility in decision making. Early seminal 
works include the information processing metaphor of decision making (March and Simon, 
1958), mechanistic and organic organizations (Burns and Stalker, 1961), differentiation and 
integration (Lawrence and Lorcsh, 1967; Thompson, 1967). In the 1970s, focus shifted to 
strategic and long-term planning issues. Around this time a dichotomy developed between 
content and process approaches. Mintzberg (1978) and Quinn (1980) were the early proponents 
of the process approach. The content approach started with the brewing studies of the 1970s and 
the early 1980s saw dominance of the industrial organizational (IO) economic approach. Porter 
(1980) was the main proponent of this approach and he used the structure-conduct-performance 
(SCP) paradigm to look at market profitability and firm performance. Turning the IO economic 
approach upside down, through his five forces model, he postulated a structured economic 
environment wherein firms can adopt strategies to earn above normal profits. Due to increasing 
globalization and competition, during this period as well as the 1990s, increasing attention was 
paid to global issues faced by multinational firms operating across boundaries (Porter, 1990; 
Bartlett and Ghoshal, 1989).  

 
The study of strategic management has traditionally dealt with groups - how groups form, 

adapt, and survive. The primary objective of managers is to ensure that groups survive in the 
long-term. Managers have to ensure either the growth (entrepreneurial) or survival of the firm. 
The area of strategic management has traditionally drawn support from economics and other 
allied disciplines such as organizational sociology, psychology, political science, etc. (Miles, 
2001; D’Souza, 2002). This brings us to the question as to whether strategic management can 
exist as a separate area of study or should blend with and form part of the allied disciplines. The 



argument in this study is that strategic management should continue as a separate field of study 
but at the same time should be flexible enough to incorporate key concepts from allied 
disciplines and be able to leverage the complementarities that exist in other allied disciplines.  

 
Rumelt et al. (1994) indicates that there are four questions that distinguish the field of 

strategic management from other disciplines. The first question examines the issue of firm 
behavior. Here the question is whether the firm is a rational actor and if not what other 
behavioral patterns should researchers use to study the firm. Two underlying assumptions that 
underlie the answer to this question are whether there are observable patterns in firm behavior, 
and if so what the assumptions behind this pattern are. As firm outcomes are dependent on 
organizational outcomes rather than individual outcomes, the rationality assumption is rarely 
accurate. The second question investigates the issue of heterogeneity in firm performance. The 
two underlying assumptions are whether firms have resources and capabilities that distinguishes 
them from each other, and do these resources and capabilities exist over time. The challenge here 
is to focus on the concept of equilibrium and at the same time consider firm differences, which 
form the basis for the competitive advantage of firms. The role of headquarters (HQ) constitutes 
the third question. Two approaches can be used to examine this question: the role of HQ as a loss 
prevention, and as a value adding entity. HQ can play an administrative role maintaining control 
over organizational activities or it can add value to various divisions by acting as a knowledge/ 
learning source. The last question deals with the management of international competition. Here 
firms weigh issues that examine the meeting of growing international competition, whether to 
use strategic alliances to enter foreign markets, etc. These four questions taken together define 
the area of strategic management and set it apart from other allied disciplines (Rumelt et al., 
1994).  

 
The Role of Strategic Management in Allied Disciplines 

 
In this section, specific areas where strategic management can significantly contribute to 

the existing knowledge base are examined. Transaction cost theory seeks answers the question 
why do firms exist. Building on the seminal work of Coase (1937), Williamson (1975) placed 
transactions at the heart of the question as to why firms exist. He differentiated between markets 
and hierarchies as two alternative forms of handling transactions. If considerations of costs are 
the only criteria then markets would be the most efficient form to handle transactions. If 
considerations of opportunism, bounded rationality, and asset specificity are taken into account 
then hierarchies are the efficient form to handle transactions. In his later work (1994), 
Williamson accepts the fact that hybrids between markets and hierarchies may exist but terms it 
as an inefficient organizational form. The  main areas that of transaction cost economics that are 
relevant to strategic management are vertical integration, setting up of sales offices, licensing 
arrangements, and franchising arrangements. Agency theory considers the question what happens 
if firms are not able to obtain the required cooperation from organizational members to survive 
(Eisenhardt, 1989). There are two parts of agency theory literature: principal agent literature, 
which calls for drawing up incentives and contracts between the principal and agent to prevent 
agency losses; and the corporate control branch literature, which looks at the governance 
structure of the firm and hence of more relevance to strategic management (Eisenhardt, 1989). 
The latter approach is exemplified in Jensen’s (1986) study on free cash flow theory wherein he 
advocates that the problem of wasteful investments and expenditure can be handled by having a 



higher amount of debt and hence higher payout, and replacing irresponsible managers. These two 
theories, transaction cost theory and agency theory, provide a powerful explanation to why firms 
exist (Rumelt et al., 1994). But these two theories do not explain why firms are different and how 
firms perform. These two questions fall within the purview of strategic management (Rumelt et 
al., 1994). 

 
The SCP paradigm of Bain (1956) deals with doing away with wasteful monopoly profits 

and enabling firms to earn normal economic rent. Porter, in his various studies  (1980; 
1987;1990), turned the SCM paradigm on its head. Using SCP concepts he demonstrated how 
firms can use strategies to reduce competition in their industry and hence earn above normal 
economic profits. Porter based his model on the pre-eminence of industry structure 
(concentration of industry structure, differentiation of products, etc.). He proposed three theories 
by which firms can turn in superior performance: structuring the economic environment, 
classifying firms and looking at opportunities available, and the concept of strategic groups. In 
his five forces model he characterized the intensity of a firm’s rivalry as being due to customers, 
suppliers, competitors, and barriers to entry.  Porter classified firms as emergent (first move 
advantage), fragmented (consolidation), mature (service and process innovations), and decline 
(harvest). Firms could elect to move into a new industry or would prefer to enter into a different 
segment of the same industry. His study suggests that firms also form strategic groups to erect 
mobility barriers so as to prevent other firms from entering into their industry segment. The term 
mobility barriers means the same as barrier to entry except that the former is used in conjunction 
with strategic groups and the latter is used in conjunction with strategic groups (Caves and 
Porter, 1977). Here importance is given to industry structure as the unit of analysis. But what 
happens to firms that have unique resources and capabilities that could help them earn above 
normal economic rent (Barney, 1994). This question gave rise to the resource based view of the 
firm. 

 
The resource based view of the firm argued that a firm’s resources and capabilities 

provided it with unique advantages that it can leverage to enhance performance (Barney and 
Ouchi, 1996; Barney, 1994; Barney and Hesterley, 1996). Resources for a firm can be broadly 
classified into tangible (physical resources such as land and building, plant and equipment, etc) 
and intangible (patents, copyrights, knowledge, etc.) By themselves resources may or may not 
confer competitive advantages to a firm. Rather, how these resources are used is important and 
are exemplified by capabilities, which refer to the effective utilization of resources (Barney, 
1994; Barney and Hesterley, 1996). Their studies identify four distinctive capabilities that firms 
should possess: rare (ideally no other competitor should possess this resource), valuable (should 
add vale to a firm’s activities), non-imitable (competitors would find it difficult to imitate), and 
non-substitutable (these cannot be easily substituted). Taken together these resources and 
capabilities give rise to distinctive competencies for the firm such as customer service, 
innovation, etc. This in turn results in sustained competitive advantage to the firm.  

 
Strategic management also plays an important role in the application of sociological 

theories such as contingency theory, resource dependence theory, and population ecology. 
Contingency theory advocates that firms change their structure to fit contingency factors (such as 
strategy, size, etc.) which arise from the environment (Donaldson, 1996). However, strategic 
researchers such as Child (1972) argue that managerial choices can be exercised to alter the 



contingency factor so that no alteration in the structure is needed if the structure is one that is 
preferred by managers. Galbraith (1974), in his study, also advocates that firms can reduce the 
uncertainty in their environment by reducing the information needs of the enterprise by 
managing their environment (here uncertainty that gives rise to critical events are to be 
managed). In resource dependence theory the importance of interdependencies that arises with 
the external environment is stressed (Barney and Hesterley, 1996). This leaves two choices for 
firms - either they adapt the organization to the environment or they alter the environment to 
adapt to their organization. The role of managerial choice plays a key role here on how firms 
adapt to environmental forces through such techniques as compliance, avoidance and 
management of the interdependencies. These organizational forms can be considered the base for 
the rise of inter-organizational forms. In population ecology theory, though, Hannan and 
Freeman (1977, 1984) do allow for strategic discretion on the part of the manager they restrict 
this to the initial formation of the organization and after that they contend that strategy does not 
play a role.  
 

Conclusion 
 
Strategic management as a field of study has evolved over the past two decades into a 

discipline that has chartered its own research agenda and practice. Through a literature review, 
this study lends supports the suggestion that strategic management is a unique field that 
contributes to the field based on its own merits as well as leverages its fundamental concepts in 
allied disciplines to enhance knowledge. 
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