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Abstract

In this study we have aimed at the assessment dftthegic management level in Albanian
companies. The study focuses companies and inesistelected in the Albanian environment. The
purpose of the study is to analyze the businessoament of the selected industries, how much do
these industries know the environment in which tipeyaie and how capable are they to get oriented
in this environment. The study is conducted inptigod May-December 2009. Object of study were
230 companies located in Tirana, from which 150 Ibavad medium companies and 80 big compa-
nies. The survey data was collected from questioanf@irms filled in by these companies. Two
classification criteria were used in selecting tlenpanies: the size of the firm and the nature ef th
industry the firm belong to. The study is dividet ithree parts, where the strategic managemeset lev
of these companies is studied based on each seledtiteria. The first part of the survey examines
and evaluates the strategic management level bgidering the size of the firm. The second part
analysis the strategic management level in a sjgeciflustry. The total number of 230 companies is
divided into 5 industries: chemical industry, fo@grvices, construction and engineering. The third
and the final part studies the experience, knowdedgale and intensity of competitors, predictapili
and diversity of business environment in seleateldstries, as well as attitudes or behavior of com-
panies towards the future in this industry.
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1. INTRODUCTION

What we are experiencing at this time is the ddaemegssion in the global economy
post the post-war period. The global financialisreonsiderably surprised not only ordinary
people but also economic and financial policy makand as well as academic and eco-
nomic circles. During the last two years, we sawvhilie big American banks and
companies resulted in significant problems and ltuw crisis also turned into a global fi-
nancial crisis. Known scholars have undertakenynstimdies and surveys on the causes of
the crisis in the American financial market in parfar and its consequences worldwide.
We have no intention to analyse the causes ofribis i this study. But as one of the ques-
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tions which required an answer in the beginninghef crisis was: Had these companies
emergency plans? How much were they engaged itegitamanagement? In the “Global
Strategy 2008” survey conducted by Watson Wyattading global consulting firm, the re-
sults show that only 79% of British companies hategency plans up to summer 2008,
this compared with 80% of the average of other camigs in all of Europe. The British
companies and the European companies appear toble@vemore prepared than those in
the United States of America, where only 57% of panies had prepared emergency plans.
Thus, according to this survey, the percentageoaipanies that had emergency plans by
countries is as following:

e 100 % of French companies

e 87 % of German companies

e 85 % of Irish companies

e 82 % of Italian companies

e 75 % of Dutch companies

e 74 % of Swedish companies

* 57 % of Spanish companies.

e 57 % of American companies

In the analysis of all facts on the crisis of Ancari companies, it turns out that Ameri-
cans have really paid more attention to short aimtllerterm planning rather than to long-
term planning.

Given the above, we got the impetus to questionatéiout Albanian businesses?
How much are they prepared to face the crisis Ardetvents in the future? Do Albanian
companies have emergency and long-term plans?

2. STRATEGIC MANAGEMENT IN ALBANIA

The term and methods of strategic management heae Yery rarely used in Albania
in the companies of the period of centralized alathed economy. State regime, common
property, fixed and centralized purposes, non-erist of competition in domestic markets,
fixed prices regulated by the state and a lot bépfactors put these companies in the posi-
tion of passive implementators of government’s wgsh Strategic management terms were
replaced by such terms as long-term planning, Bsyglanning, the Party guidelines, etc. In
the early 90s and after the change of political @@homic regime, the Albanian companies
faced very different situations. Politics and eaoiw freedom, privatization and market
price are all factors that gave companies the dppity to make decisions independently
about their future. In the course of the new ecandife appeared new terms such as mar-
keting, financial management, management of hureaaurses, strategic management, etc.
All the changes in the new environment made congsafsice many problems. In this situa-
tion, the effective and strategic management ofdhbusinesses was necessary. The
strategic management process in a firm consistsetiing the vision, mission and goals,
analysis of external and internal business enviemtmselection of a favourable strategy,
those links that constitute strategic planning asdvell as proposals for organizational, ad-
ministrative changes, setting measures on conystems and strategy implementation,
which make the links to the implementation and ea@bn of the strategy. These links are
connected to one another and in general they crela#e is called Strategic Management
Model. Skills are also very necessary to managampeany in a strategic way, such as crea-
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tive thinking, working with persons and clientsamphing and organization, managing and
control of all company activities.

3. METHODOLOGY OF THE STUDY

In this study we have intended to evaluate thellef/strategic management in Alba-
nian companies. The study focuses on the compan#ndustries selected in the Albanian
environment. It intends to analyze the businessremment in the selected industries, how
much do these industries know the environment iiclwvthey operate and how much capa-
ble are they to get oriented in this environmente Btudy is conducted in the period May-
December 2009. Object of study were 230 compamieatéd in Tirana, from which 150
small and medium companies and 80 big companies.slivey data was collected from
questionnaire forms filled in by these companieso Tlassification criteria were used in se-
lecting the companies: the size of the firm andrthrire of industry the firm belong to. The
study is divided into three parts, where the stjiatenanagement level of these companies is
studied based on each selection criteria. Thegast of the survey examines and evaluates
the strategic management level by considering itee f the firm. Results are classified in
five thematic units as follows:

e Vision, mission and objectives of a firm,

* The use of analytical methods and formulation @ftegy,

* Types of business strategies and reasons of tegess or failure,

* Responsibility in Strategic Management,

e Communication

The second part analysis the strategic managemegitih a specific industry. The to-
tal number of 230 companies is divided into 5 inidas: chemical industry, food, services,
construction and engineering. Results are clasisiifito three thematic units:

« Time horizon or periods of setting strategic amdficial objectives,

» Stability of business strategy,

e Types of business strategies and reasons of thegess or failure.

The third and the final part studies the experieko®wledge, scale and intensity of
competitors, predictability and diversity of busiseenvironment in selected industries, as
well as attitudes or behavior of companies towahedr future in this industry. All results
found are quantitatively expressed as frequencgepeages of all examined parameters
based on the size of the company or selected indust

4. RESULTSOF THE STUDY

4.1EVALUATION OF STRATEGIC MANAGEMENT LEVEL OF COMHZNI
BASED ON THEIR SIZE

The categories of companies included in this studge: small, medium and big com-
panies. From the questionnaire it resulted thatin&®% of small and medium companies
and 75% of big companies have formulated theirowisivhile only 65% of small and me-
dium companies and 90% of big companies have fatedltheir mission. Most of these
companies have only expressed vision and with argécontent. Their missions are much
more meaningful than their visions. Table 1 shoyyses$ of strategic objectives sorted ac-
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cording to the highest selection frequency. 60%roéll and medium companies and 80%
of big companies have put in the first place asrth®in strategic objective the product

quality. Albanian companies are becoming more anceraware of the importance and the
impact that the quality of the product has to tllignts. Some of the companies which are
part of the study have their products certifiedmiBO standards in order to become more
competitive in the market and attract and satigfy elients.

Table no.1- Content and frequency of strategic cibjes

Ranking | Small and medium companies Big companies

1. Product qualityy Product quality

2. Qualitative services Market share

3. Image| Penetration in international markets
4, Market sharg Position in industry

5. Position in industry,  Image

The rankings in Table no. 1 show that the smallmedium companies have set quali-
tative services as their second objective. Thierishe simple reason that the majority of the
companies of this category belong to service ingusthile the big companies have set
market share as second objective for the reasordnapetition for them is very high. Table
2 shows financial objectives sorted according tfhast frequency, based on the answers of
the companies included in the study. About 80% aihlrategories of the companies have
set as their first and second objectives respdgtsates and profits

Table no. 2 - Content and frequency of financiakotiyes.

Ranking | Small and medium companies Big companies
1. sales| sales

2 profits | profits

3 cash flow| ROI

4. income| cash flow

5 ROI | income

Although strategic management is a new discipimAlbania, some of its methods are
being used by Albanian companies. Thus, from thestionnaire it results that SWOT
Analysis stands in the first place, which is beisgd by 52% of small and medium compa-
nies and 74% of big companies. In the second péaee Mathematical and Statistical
Methods, followed by Porter Model and in the erahds Costs and Value Chain. Almost alll
of the examined companies had a strategy. But atigw of them had developed an effec-
tive and qualified strategy. As it is shown in T@Bland Table 1, respectively 52% and 78%
of the selected companies have formulated stratdgised on rational objectives and goals.
In the case of small companies, the strategy faatiun is realised by the manager or the
owner of the company, often resulting in ineffeetistrategies. While in the case of big
companies, the majority of them have Senior Managgmwhich is responsible for the for-
mulation of the strategy in an effective and qusdifway.
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Figureno. 1 Strategy formulation

Strategies are reviewed and updated in most ofdhgpanies within a year as shown
in Chart 2.
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Figure no. 2 Strategy updating and review timeintervals

What do you think are the factors that lead to shecess of a strategy? (Chart3).
Based on the answers given to the questionnairehdth categories of the companies, a
successful strategy is associated with a strongaamitious management as well as with
planned attitude and coordination of their extearal internal factors.
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Figure no. 3 Success factors of a strategy

What are some of the main factors that lead a cagpnpastrategy failure? The causes
of a strategy failure as perceived in the questian are somewhat similar to the reasons of
strategy success, but in the opposite directiotthigicase, it is the manager’s duty to make
a prediction and a better planning of the impaat the external and internal factors have on
the company. The non-realization of a good andl{imkinning of these factors, often con-
stitutes the cause of a strategy failure.  Theamwsibility for strategy formulation is
considered by respondents as a Senior ManagenskntTthey draft the strategy and dele-
gate this activity also to other departments. Tihategy, and its content, is also influenced
by other senior managers as shown in Chart 4. Sandlimedium companies are character-
ized by high centralization and a special positidrthe manager. In big companies, the
responsibility is divided in favor of all membersenior management. Consultancy is used
by small and medium companies and as well as bycbigpanies as an assistance in the
formulation and implementation of the strategy.
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Figure no. 4 Strategic management responsibility

Nowadays, there are two generations of manage/hianian companies. The first
generation includes managers who have been exedtitiectors before the 90s, while the
second generation includes younger managers wifarelt education, training, courses
from those of the managers of the first generatioraddition to that, cooperation between
these two generations in the future would be oagimaterest.
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Figureno. 5 Ways of informing employees about the strategy

Strategic management discipline and field requinesretic knowledge and skills. In
big companies, executive directors have taken ipamore training as they need more ex-
perience than executive directors in small and madiompanies.

A critical factor and condition, very important strategy implementation is the level
of communication between senior management and geament of other levels. It is impor-
tant to highlight that employees, who perform dailgrks, play a key role in this factor or
condition. They should have direct and free commation. The data of Chart 5 show that
verbal communication significantly exceeds writemnmmunication. Generally in small and
medium companies information is given through comypmeetings, while in big compa-
nies, information is given via relevant departmesttdivisions. The examined companies
showed that they pay much attention to the implaatem of the strategy. (Chart6). To ac-
complish a qualitative implementation of the stggtet is necessary to have a complete set
of measures, which should include all inevitablévées, necessary for the implementation
of the strategy.
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Figureno. 6 Strategy implementation

5.2. EVALUATION OF STRATEGIC MANAGEMENT IN THE SEIED
INDUSTRIES

In this part of the study, some of the questionsititoaed in the first part will be re-
peated, which give different answers seen frominkestry point of view in comparison
with the first answers seen from the point of vigithe company size. As shown in Chart 7,
in those industries where the return on capitalasv, strategic objectives are set for a long-
er period than in those industries where the retarnapital is faster.
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Figureno. 7 Strategic objectives setting- period
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Figureno. 8 Period of setting financial objectives

Often setting financial objectives is not so simatecompared to setting strategic ob-
jectives. It is more highly concentrated in a pérag over three years (Chart 8). This fact is
more specific especially in the case of chemicdl @mgineering industries, where the period
of setting financial objectives exceeds even thgopeof three years. Just as in the first part
of the study, in the case of industries, strategiesreviewed and updated. In this case, the
change of the strategy within a year is a quitefemt and widely spread phenomenon,
which in itself signals a lack of qualification @trategy formulation and implementation or

a misunderstanding of the content and purposeeo$tiiategy.

Table no. 3 - Causes of strategy failure

Chemical | Food | Services | Engineering | Construction

(%) (%) (%) (%) (%)
superficial strategig 4 7.3 3.9 6.4 13.3
analysis
rational behaviour - 5.2 7.2 6.1 -
but not flexible
spontaneous ideas, - 17.7 7.8 6.4 6.7
but short-life ideas
weak position in the 8 7.5 3.5 9.6 -
industry
chaotic and ineffec 6 - - 2.8 -
tive management
unpredictable exter 72 59.3 59.3 37.3 53.2
nal factors
inappropriate  im- 8 3.7 3.7 18.7 6.6
plementation
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From the point of view of the industry, the unpitdble external factors and uninflu-
ential factors are considered as the main causes sifategy failure (Table no. 3). All
industries have set this as the main factor, wklubws that the environment where Alba-
nian businesses operate is dynamic and unpredictabl

5.3. BUSINESS ENVIRONMENT CHARACTERISTICS IN THMRANIES
OF SELECTED INDUSTRIES

The good orientation towards external firm fact@sr&lso an essential condition to a
strategy success. The senior management, who aiesvace of the market size, is not capa-
ble to establish boundaries of the industry andgaize how strong the competitors of their
company are. More than half of the companies irfabd and construction industries do not
recognize the size of the market they operateGhaft 9). This ignorance towards the mar-
ket size generally is related with small and medzompanies, which identify the market
size only at the moment they begin to operateemth
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Figure no. 9 Recognition of market size
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Figureno. 10 Nature of competition
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From the results presented in and Chart 10, iténghat Albanian companies are ex-
posed to a great extent to international compaetitio the case of chemical and engineering
industry the impact of the local competition does play any essential role. Albanian com-
panies are slowly being adapted to the conditietessary to enter international markets,
because of the attitude of the companies thataiher concerned about local and national
competition. The intensity of business environnaart also be illustrated through the com-
petition intensity, the results of which are préedrin Table 4, where we see that very high
competition exists in the five industries.

Table no. 4 - Competition intensity

Chemical | Food | Services | Engineering | Construction
(%) (%) | (%) (%) (%)

a) very high 22.2 143 | 22.8 23.6 18.7

b) high 51.1 60.2 | 37.2 56 50,2

C) average 11.2 20.8 | 346 14.4 28.1

d) below average 2 2.3 5.4 4 -

e) low 6.7 2.4 - 2 -

f) none of theabove | 6.8 - - - 3

Based on this competition level, higher quality dader production prices are ex-
pected from these companies/industries and asasellstrategy which has to be formulated
and implemented at a higher quality.

Table no. 5 - Predictability of industry developren

Chemical Food Services | Engineer. Construction
(%) (%) (%) (%) (%)
unabitious future 23 275 40.3 234 28.2
variablefuture 61.5 53.5 42.5 61.9 50.1
constant future 13.2 16.6 115 8.6 9.4
unpredictable  fu- 2.3 2.4 5.7 6.1 12.3
ture

In Table 5 are presented results on the developmretictability of the selected in-
dustries. These are the industries presented irutiaditious future and variable future,
which have the greatest weight in the total predhitity of industry development. Based on
this fact, it can be said that the predictabilgygbod, and that it can not cause big difficul-
ties in these industries. This fact is also waréd by the results of Table 6, which
describes the level of changes or turmoil. To beeessful against the influence of unpre-
dictable and uninfluentiable external factors, &kjand flexible answer is necessary, which
at the same time guarantees a successful strategy.
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Table no. 6 - Level of changes/turmoil

Chemical Food Services | Engineering Construction
(%) (%) (%) (%) (%)
no changes 11 27.8 8.6 2.3 9.3
sow growth- | 35.7 32.8 42.7 44.6 314
rate changes
rapid growth- | 17.7 6.8 11.6 17.8 15.3
rate changes
predictable 28.7 27.9 32.4 325 34.3
changes
unpredictable | 7.9 4.7 29 2.8 9.7
changes

Tableno. 7 shows the results on the attitude of the compgaomwards their future. The

majority of them accept that a quick and flexibtétiade would be the best attitude they
might have for their future.

Table no. 7. Company’s attitude towards the future

Chemical | Food Services | Engineering | Construction
(%) (%) (%) (%) (%)

a) passive 2.3 4.4 5.5 - 6.2

b) reactive 17.5 18.8 175 14.3 18.7

C) very active 24.4 9.3 14.4 6.3 6.6

d) wait and see | 11.2 16.3 8.5 8.5 21.7

€) adaptable 31.3 34.7 42.6 38.4 40.6

f) creative 13.3 16.5 115 325 6.2

5. CONCLUSIONS

According to the results of the study, some geigngl points on strategic manage-
ment level of Albanian companies are identifiedadi®ws:

* Rules and methods of strategic management in therityaof Albanian com-
panies are only formally approved. The modern vatzalp of strategic
management is adopted without a deep understamditite nature of the terms
and its methods.

» What is claimed to be a strategy is more similadady tactics and operative
and pragmatic activities.

* Indeed, strategic management is not considerectta permanent and sus-

tainable part of the company, but it is consideasda modern and temporary
wave.

» The low level of strategic management in Albaniampanies is also caused
by non-transparent and unresolved problems of cstrigrstructure and as well

as from non-harmony of the interests of the comgmrmwners, managers and
employees.
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« Albanian managers lack the courage, original tmgkand have irregular
ideas. Furthermore, they have a relatively lapacity to correctly predict
global development and quickly react against péssibanges.

When Albania joins EU, a new market will be createtiere the impact of the envi-
ronment and competition will be more aggressivem@anies will be less protected as they
are now. The high competition of business enviramnmeay result in increased levels of
strategic management in favor of survival and peosp

The majority of the companies will lose their indedence and will become parts of
one or more multinational corporations, or will qoete with each other in order to be in-
cluded in the supply chain of the biggest interal corporations.

In an environment where the consumers’ preferesbesge constantly, where con-
sumers’ groups can not be easily identified, wheges technologies which aim to meet
consumers’ needs are growing very fast, the priedictan not provide a reliable theoretic
basis enough to achieve long-term strategies.ithcise, the alternatives for a sustainable
and supportive future can be found only inside camyp High quality, original concepts and
efficiency provide a more sustainable and condiasis for strategy.

Upon creation of this new global market, strateg@nagement constitutes for Alba-
nian companies a very important road to adapt g changes of international markets
and create long-term advantages for the compang. miain and somewhat generalizing
recommendation that might be given to Albanian canigs to face this moment of crises
and global markets they aspire is the efficiencg affectiveness in their Strategic Man-
agement, by giving at the same time some otheiifspeecommendations as following:

e Companies should make a full statement of theisimig by defining more
clearly why do they exist, what services or produstil they produce, whom do

they produce for and how do they produce theseymtsd

» These companies should identify all their staketiddand the impact they
have in their activity.

» Strategic and financial objectives must have aentation toward long-term
planning, as their goal is related with what theantto achieve in the future.

* Objectives must be set even in function level (apenal levels), which

should serve to the achievement of strategic ot

» During the strategy formulation, companies shouftkena full study of exter-
nal and internal environment in order to have dectifve and qualitative strategy.
 In the internal environment study these compartiesilsl include a full study

of capacities, resources and their distinctive oshepces.

» Use of market research as a method to better uadershe external envi-
ronment where those companies operate from the momhey enter those
markets.

» Use of PEST analysis should be more frequenteatify changes that will

occur and the impact they will have in the company.

» Through the above recommended studies, companiesdsformulate such a
strategy which relies on strengths and opportwiibig minimizing their weak-
nesses and threats.

» Strategies should be presented and explained tenaloyees both verbally
and in a written form.
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* In the strategy implementation should be involvBa@@mpany hierarchy lev-

els.

» Atindustry level, the five forces analysis is nesary for company’s success.
» Companies should clearly identify the industry depeent tendencies as
well as the number and characteristics of othenpanies in the same industry.
* In strategy planning and implementation, especiailysmall and medium

companies should be involved all management levels.

» Strategic management should become an integrabpacmpany’s function-

ing.

» This discipline must be present in every policyetaky companies.

» Senior managers and managers of other levels neuptili of various train-
ings and courses on strategic management.

» Establishment of strategic management departmentdfices constitutes a
condition and a need in the nowadays global mardedlitions.
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