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1. Research History, Goals, and Presentation of Resedr Hypotheses

1.1. Introduction

My choice of topic was motivated by two things imnoection with both my
professional career and being a manager. Theréeson was the strategic planning
routine | experienced, because many times | hadwtered planning methods that
were different and very far from the theory of &gy management. | consider the
methods for achieving a significant increase in‘tlealization rate” of strategic plans
and their goals as an important research topic.bddyam not alone in experiencing
that strategies with soft budget constraints agditant time expenditure are mostly
not realized at all, or are only partly realizecevn the essential questions — and this
generally originates in a flawed planning methodglolrhe other reason for my choice
of topic was my recent participation in the devet@mt of a business plan to the effect
that after the auditor's audit it should be acdaptay an office which would give it an
operating license. After making the business plamvestigated the international
literature of strategy-audits, and | came to thectusion that the relevant standards do
not include clean-cut evaluation factors and gun@ésl. The main reason for this is the
lack of a uniform set of criteria for strategic mhng, and this is related to my first
motivation. On the basis of all these | considemipportantto improve the theoretical
methodology related to strategy creation in a way that furthevadens the strategic
management's set of tools. If | succeed in layiogrdthe theoretical foundations of an
integrated strategic planning methodology, thishhige a significant step toward the
further improvement of the methodology for strategudit. | present my strategy
evaluation method through the posterior examinatodna rail freight company's
(hereafter mentioned as CARGO VALLALAT) strategyaf06.



1.2. Goals

My research intends to describe a strategy evalatnd audit method that subsumes
the elements of strategy creation into an integratethod by improving the methods
for evaluation. During my work my assumption wasattthe SWOT analysis of the
company's environment and resources is made takingaccount considerations that
make each strategic factor qualified by a predefiset of criteria. The model which
comprises the main area of my research | named ISHM term “Integrated Strategic
Audit Model” alludes to the audit, but | also kefpfor the method developed in relation
to strategy creation and evaluation, because thbade and requirements formulated

during strategy-audit lay down the expectationssfaategic planning.

During the development of the Integrated Stratégidit Model (ISAM) | examined the
fulfilment of the following conditions:

> Besides a “traditional” analysis of financial expos (economic impact) the
mapping of risk factors can occur through the frdrticum of strategic success
factors.

» The cumulative score of risk exposure can be hwiti the process of evaluating
and selecting a strategic option.

» During the selection of a “best strategy”, the Emoic Value Added can be one of
the decisive elements of the strategic/financial ggstem.

» The method of strategy evaluation provides a fasithe strategic audit, and can be

used as a set of criteria for it.

The weighing and consideration of risk exposuralisady an organic part of strategy
creation; however, in the ISAM method its objedthand algorithmic nature come into
prominence. The result of the evaluation basedhenrisk map is an organic part of

strategy evaluation.

The calculation of Economic Value Added (EVA) is iamportant, well-known index

number in the strategic controlling system. Howetlee independent application which



iIs not organically connected to the strategic eaabm does not give sufficient
information to decide on the choice of a plannipgan. If the strategic options serving
the realization of long-term goals are in agreenveittt the environmental challenges

and company resources, the EVA index helps to aetalihe optional plans.

Thus, based on the ISAM method a strategic auditrg#ion can be created that
includes the results of the evaluation method erathin my dissertation. Although

strategic audit basically investigates the proceséatrategy creation and evaluation, it
cannot leave feasibility and practicability outcoinsideration. In this case, the checking
of the fulfilment of the requirements of consistgnacceptability and adequateness

takes place in an integrated system.

The aim of the survey by questionnaire was to aeqaipicture for the preliminary
research concept about the strategic planningipescof Hungarian companies. Before
the research | had assumed that strategic thindaogipies the thinking of company
leaders. The survey by questionnaire was carri¢dvithh 164 interviews with company
managers, and the result qualifies as researclogimqpa preliminary concept, and its
goal was to provide guidance on the determinatibthe really critical points of the

secondary research.

Besides the analysis of the differences occurrietgvben the original and the modified
strategic goals | wanted to show how the improveanwsérthe recommended method
might assist the creditable examination and comaoatiain of financial and economic

effects in the evaluation of privatization trangacs.

1.3. Research Hypotheses

During the methodology improvement which was theutbof my research | assumed
the following.

1. By processing the results of the preliminary reslear conclusion may be drawn
that in general, the strategy planning practicéhefcompanies questioned does

not reflect the requirements for strategy creation.



An integrated strategic evaluation system can lgated which includes the
numeric evaluation of the risk exposure of eachtstjic option.

In the system of a company's goals a complex giaiadex number can be
defined that is based on the integrated calculaifqurofitability and the cost of
financial resources. This number can be used taléd¢be acceptability of the
strategic plan.

By analysing methodology a methodological desmiptof the strategy audit
can be compiled that includes the examination @ ithternal consistency,
acceptability, and completeness of the strategin.pl

The ISAM strategy evaluation system can be furihgroved as regards the
preliminary financial support and posterior evalomtof privatization decisions
and company purchases, in which the relationshipvden the company, the
budget, and the original owner can be traced evi&r @ change in, or

termination of, ownership.



2. Database and Presentation of Adopted Methods

2.1. Survey by Questionnaire

The survey, as a primary data collection method, aizontal in nature, so companies
were questioned independently of each other. Theareh took place in Hungary and
lasted three months. The primary characteristithef data collection means that the
companies had not participated in such researchrdaeSome of the answers are
objective and data-like, and others reflect persqudgement based on management
experiences. Circa 50% of the questionnaires weraned, and the answers to these
guestionnaires were scored by the SPSS model. Tiwveas to the online

questionnaires were recorded directly onto the etarksearch application of SPSS
(Statistical Package for the Social Sciences), emfie answers for the personal, paper-
based questionnaires were imported into the systerrls format. In the cross-table

analysis | examine the connection between two bkes i.e. the relevancy and

significance of this connection. | analyzed theulsswith the statistics of the SPSS
system. | made chi-square test calculations tocti¢te statistical coherency — and its

measure — between two variables.

A significant number (43%) of the companies beldogthe services sector. The
commerce and catering sectors make up 39% of th@ewhnd the other categories
include, for example, logistics and industrial c@migs. The distribution of
employment levels is nearly equal, so the categasfeunder 10 employees, 10 to 50
employees, and above 50 employees are represdaraeci@ of nearly 1/3 — 1/3 — 1/3.
More than half (57%) of the entrepreneurs have raoiter under 2 million EUR.
According to the regulations, micro enterprises rhaye 10 employees at most, and a
maximum of 2 million EUR (approximately 600 millioHUF) net annual turnover.
Three quarters of the companies had made profithanlast three years. | built the
conclusions — mainly related to the practice of@mpplanning and risk measurement —
drawn from the questionnaire into the theory of &M method.



2.2. Process of Strategy Creation

Taking the result of the preliminary survey intcsmleration | focused my research on
improving the methodology for strategy evaluation strategy-audit. Below | present
the steps in the ISAM method that lead to the datetion and evaluation of strategic
options. As the basic policy of the company, thsitess mission is connected to its
values and expectations — and as a strategic idinecthe determination of the
company's vision is the starting point of strategianning. The analysis of the
company's internal and external environment shbeldubordinated to the contents of
the mission and the vision. After an environmerdaald company diagnosis (for
example, a SWOT analysis) those strategic alteresitivhich serve long-term goals and
the realization thereof can be determined (by TOM&Hix, BSM or SPACE analysis,
for example). Development methods and resourcesbeadetermined by a company
value chain and resource analysis. The ISAM methgiports these steps' consistency
and integration in the same process. The methomalogharacteristics of the main

steps are presented below.

2.3. Determining Long Term Goals and Strategic Directisn

After | evaluated the environment and the intengaources, | had to designate the
possible “roads” along which the vision of the camp can be reached. Considering
the consistency requirement for the planning pred¢be steps are built on each other.
The strategic directions, as planning options, corett the status quo with the
company's vision, thus creating a bridge between psent and future, and making

it possible to accept the environmental challengesnd to access the strategic
resources.Besides the determination of a strategic direct@ofiame for the task which
supports the realization of the strategy — theoagilan — is defined too. In this respect,
keeping the requirement of consistency in mindtédrine the possible set of strategic

instruments by using the following methods.



2.4. Testing and Quantifying the Risk Exposure of Eachaning Option

During the evaluation and quantification of thekrexposure | reviewed the cases in
which the strategic factors previously revealed ‘fhnaway”, unexpected events can
occur, company resources may erode, or the intshmtcomings might not be entirely
eliminated. This kind of approach helps to thinloatowhat actual risk means for the
company. The risks revealed in this way are stahzed by the financial,

organizational, market or environmental (macro eneenical) nature of the expected
events. Thus, the ISAM method ensures that eaategtc risk factor is given a unique

score, and so it further strengthens the complexity objectivity of strategy evaluation.

2.5. Evaluation of Strategic Options Based on ResultsSifuation Evaluation

In terms of content, strategy evaluation meansgtiedification of the examined plans
(options), and the methodology it employs is basadthe comparison of formerly
defined premises with company goals. The ISAM metlapplied is based on the
principle that the strategic options are comparggredefined evaluation aspects. One
dimension of the evaluation of a strategic opti®ow it accords with the company's
mission and vision, i.e. the coherency betweerctdmerete goals included in the given
plan and the general goals of the company. Accghginn this context the company's
mission and vision create a framework for the deteation of strategic goals, so they
are the points of orientation for the evaluatiohether dimension of evaluation is the
comparison of the strategic options. To this endjng) the elaboration of the ISAM
method | elaborated a set of evaluation critenayhich the evaluation and comparison
of the strategic factors are algorithmized; thischieved by so-called SWOT scores.
The calculation for Economic Value Added containihg impact of risk exposure tells

us whether the costs related to financing the ireesapital would pay off.



2.6. Choosing the “Best Strategy”

During the evaluation of the strategic options supga by the result of situation
readings, the prepared planning scripts were comdpand evaluated, but during the
process of choosing the so-called best stratepgdled in the framework of the ISAM
method to see whether there was any increase ipaaynvalue. The calculation for
Economic Value Added (EVA) including the impact ek exposure provides an
answer. The calculation for Economic Value Addedluding the impact of risk
exposure tells us whether the costs related toéing the invested capital would pay
off. I chose the EVA-based evaluation, because ynopinion this index is one of the
most effective tools of value-based management,basitles, it is very easily used in
strategic planning as well as in back-testing.sbatxamined the “traditional” and the
DCF management and planning instruments, but inl3#M method the economic
value added proved to be the most effective oflalthe calculation for the weighted
average cost of capital (WACC) | consider the eskosure of the examined option; |
used it to correct the calculated value. After ‘@fiog the best strategy” the
acceptability inspection tells us whether the resilthe chosen option would be
enough to cover the resource costs. If there isgative answer, the strategy creation

process starts again from the beginning.

2.7. Strategy-Audit

Below | describe the set of requirements and caitef the strategy audit made by the
ISAM method. First of all, the conditions for plang need to be determined, because
the evaluation of whether or not they have beefillad is the starting point of
reviewing any business plan. The examination cdrfmal information regarding the

future is carried out by considering the basic gigles below.

The examination of consistency includes the anslgsid evaluation of those company
resources and external environmental assets tlmiider a basis for the planning
information, so suppositions regarding the futuetearmonised with, on the one hand,

the mission and vision conceived by the managemeat on the other, the statements
10



regarding the (actual) situation of the company.usfhfor the examination of
consistency the auditor has to be sure about thneocdance between the financial

information regarding the future and the intermalisonmental company assets.

The fulfilment of the adequateness requirementymnes that the planning/technical
conditions and the factors of competitiveness @efilby the management take the
environmental assets and the internal resourcesaictount to an appropriate degree.
So those strategic factors that fundamentally dater the financial management and
market activity of the company should be examined @valuated. Thus, the fulfilment
of the adequateness requirement presumes thateinapiplication of hypothetical

suppositions the management paid attention tocasiple and significant expectations
of the stakeholders — at typically achievementrdad companies the expectations of
the owner(s) are more important. In my dissertati@so examine completeness as
well as adequateness, because in my opinion tktisr laategory also supposes the

professional adequateness of the strategic planning

Acceptability means a setting of goals that ardigtta compared to the company
resources, the professional preparedness, the cyngpdture, the market situation and

the expected reactions of the competitors.

Thus, the fulfilment of the acceptability requiramehelps to keep the goals and

prognoses real.
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3. Main Statements of the Dissertation

3.1. Survey by Questionnaire

The aim of the survey by questionnaire was to congdreliminary research that gives a
general picture of Hungarian companies' stratetaampng practices. | presumed that
every company questioned would have strategic naanagt. A significant majority
(96%) of the questioned company leaders stated ttieat developed at least one
business strategy, but less than half (46%) ofrdspondents drew more than one
planning script during strategy creation. | alskealsthe respondents who created more
than one option whether they reviewed and chanlgeid strategy — 70% of them made
such alterations. 35% of those without alternatighanged their strategy, and all of
these data suggest that during strategy createndid not succeed in working out the
kind of planning options that could give them ohest” version ensuring the longevity
of their goals. In a changing environment the atien of the market (62%) and the
macroeconomic conditions (51%) differ more than ti@nges in the companies'
competences and internal resources (29%), and diffisrence shows that at a
significant fraction of the companies the consciomprovement of resources and
competencies is nonexistent or insufficient. All tbis relates to risk management,
because the need to evaluate the organizationah@mdn risks was not as consciously
felt as the need to examine the environmental facte the method used for
organizational and human risk evaluation is noteljicknown. Based on the survey |
came to the opinion that the improvement of stiateganagement can be significantly
supported by the elaboration of a strategic plag@ind supervision method, in which
each element of strategy creation is a part ofregrated system, each part of the
process builds on the others, and the risk evalngirocess builds into the process of

strategy evaluation.

The answers leave no doubt that the general peadiicstrategy planning does not

reflect the requirements of consistent strateggta.

12



3.2. Evaluation of the Examined Company's Strategy

Therefore, it can be said that in 2006 the busisssegy of CARGO VALLALAT did
not take the impact of recession into account, #med company had no elaborated
business plan to alleviate losses. The appeardrtbe gtrategic partner only decreased
the damage suffered; even the new owner was ndy rea such a decline in market
performance. | then examined if in the time of ¢heation of the strategy for 2006 there
was any opportunity to develop any other optiomgisi different approach and method.
If there was no change in direction following théange in ownership, then
improvements (for example in towing capacity) wob&lcancelled because of the lack

of resources, and the competitiveness of the coynpanld deteriorate further.

| examined two strategic options, and compared th@rthe company's vision; both
options are in accordance with the vision. Follayihis | examined if the options
include the goals corresponding to the predefinetdo$ premises — i.e. | checked
whether the requirement of completeness could legjwtely achieved. During the
evaluation of the strategic options supported leyrésult of the reading of the situation
| compared the two alternatives containing the ictp@f risk exposure to each other,
and based on the higher SWOT scores | ranked ttendeoption higher than the first
one. After “choosing the best strategy”, | examirikd acceptability - specifically |
checked if the profit level of each option suffitiy covers the resource costs. |
concluded that even the second option chosen bgh&hSWOT score does not lead to
a sufficient result, so the Economic Values Addexlreegative. Subsequently, it can be
seen that the impact of the economic recession riedactual income and result data

lag behind thero rata temporis target numbers (data for 2008 and 2009 are public)

3.3. Strategy-Audit

By evaluating the answers to the auditor questibpsesent the auditor review of
CARGO VALLALAT's strategy below.

13



“I conducted the audit of the strategy by the asialyf the business and financial
information regarding the future. The managemernhefcompany is responsible for the
prognosis, including the presumptions and evalaatiwhich set the direction for the
business strategy. The weighting of the companyiremment, resources and
competencies was implemented in a measure so tthmade the identification and
evaluation of the strategic factors possible, buthe same time the possibility of
economic declination and its effects were not bintb the risk analysis. By the
examination of the company's capabilities, oppoties) planning premises and
revealed risks | judged the presumptions unaccéptbbases for the forecasts, so the

plan does not fulfil the requirement of completenés

The forecasts consist of substantive planning optiso each business plan alternative
ensures essential opportunities for the manageraedtthe owners to choose and
evaluate. Although the set of evaluation criterieludes the profit expectations of the
investors, a result above the resource costs cémendétected by the financial forecasts,
S0 a positive Economic Value Added cannot be edsuree strategic goals determine
such levels of profitability, finance and assetst thnsure no cover for the internal and
external resource costs in the planning period. &l@r other strategic goals
(regarding, for example, market share and the cforethe services,) can be achieved.
The realization of the strategic goals makes isfds to achieve what is defined in the
mission and vision of the company — and for thi environmental and internal
strategic factors and assets were considered -gtlithe same time the decision about
the financial return only received 1 out of theatacore, so the strategy is deemed to be

only partially coherent.

14



4. New and Novel Results of the Dissertation

Regarding my research | consider anything thatsess$he improvement of strategic
management science with a new method, a new kingppfoach, or in determining
new relationships as a new result. | consider rekegesults as novelties if they are
related to the further improvement of strategic agment theories and methods
previously developed. These results can be reaatstt, so research repeated with the

same or similar conditions would achieve the sassalts.

In the literature of strategy evaluation there m@ny methods regarding the evaluation
of environmental and company strategic factors,diermination of strategic options,
and the selection of the alternative thought tahgebest. During my research novelties
arose when in the process of evaluation | estaddisthe requirements, and the
fulfilment of the requirements for strategy creatiand the organic parts of the

evaluation phases. These requirements are:

» completeness
» consistency
» acceptability

The fulfilment of these requirements is confirmeddsproved not only by subjective
judgement but by calculations based on the ISAMhaet which can strengthen the
integrity and objectivity of the evaluation andesgion processes. As a new result |
improved the strategy evaluation process by buldiwo methods into it. (1.) A

consideration of the results of risk exposure eatédm strengthens the complexity of
strategy evaluation. (2.) The calculation for Eaoimo Value Added helps to evaluate

acceptability more objectively.

Strategy-audit is a relatively new area of evabratand feedback. | see the novelty of
the method developed during my research in the tlaat the set of requirements
defined in accordance with the evaluation proceskes strategy-audit an organic part

of strategic management. The composition of thestiprenaire following a predefined

15



set of criteria, the scored evaluation of the amswand the content and form of the

auditor report also constitute the new resulthefresearch.

The insertion of the financial value of both theoBomic Value Added and the impact
strategy change into the preparation for, and ewin of, privatization decisions
represents an alternative area of application tier ISAM method. The emphasis of
these aspects and the development of the decidgamitbm are new results of my

research.

The integrated strategy evaluation and the elemditse strategy-audit system and its

relations are depicted in Figure 1.
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Figure 1: Strategy Management ISAM

Source: Own work

(i) The long-term goals in the mission and visionthe SWOT analysis — of the
company are the basis of the ISAM system, and septeinput for the evaluation and

audit process.

(i) The results of the SWOT analysis are considenethe compilation of the strategic

options, and this ensures harmonisation with enwrental challenges and company
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resources. To determine the strategic options | TIB&/S Matrix, BSM or SPACE

analysis methods.

(i) From the options defined in the second stépe“best strategy” is chosen by the
ISAM score corrected with the risk exposure. Thamexation of the adequateness of
the “sufficient” financial requirement, namely thlmlculation of Economic Value

Added (EVA) occurs on level Il of the selection pess.

(iv) The strategy-audit consists of the examinato qualification of the strategy's
consistency, acceptability and adequateness. Thiysas of the fulfilment of these
requirements is made according to the ISAM metAdee input data required for the

examination is compiled on the basis of a surveyugstionnaire.

The integration of the elements of strategy evaluation and styateglit (Figure 2)
would represent a new kind of theoretical methodolgical approach and a new tool
in strategic management. The application of the ISK method in the company
practice can support the improvement of the profesenal level and reliability of

the strategy planning and creation process.

Wision, Mission,
Long-term goals

——

Selection of the ,best strategy”- Corrected SWOT value
by Risk Exposure, Economic Value Added,

e i

| Strategic Options — TOWS, SPACE, BSM Matrix |

Environment - SWOT | | Resources - SWOT |

Figure 2: Elements of the ISAM Method

Source: Own work
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During the methodology improvement which is the jesob of my research the

confirmation or acceptance of hypotheses were adrdwas follows.
Hypothesis 1: | accept and confirm the hypothesis.

Reasoning: Only 43% of the interviewed companieelbped options during strategic
planning, and 70% of these answered that they stdered and changed their strategic

goals. Financial and market risks were dominamihéweighing up of planning risks.
Hypothesis 2: | accept and confirm the hypothesis.

Reasoning: Measuring risk exposure is an organit gathe ISAM method. The
estimation and numeric evaluation of probabilitydahe impact of the unexpected
event's occurrence make the measurement of rissex@ possible, so risk exposure

can be considered in the evaluation of each siatggion.
Hypothesis 3: | accept and confirm the hypothesis.

Reasoning: In the calculations for Economic Valwléd (EVA) the taxed operational
result of the business plan is compared to the au$te internal and external resources
used. If the planned result provides no cover far average cost of resources to be
committed, then the given option falls short of tequirements of acceptability. In the
ISAM the strategic option with higher risk impliest a higher WACC (Weighted
Average Cost of Capital) rate.

Hypothesis 4: | accept and confirm the hypothesis.

Reasoning: The reconsideration of a strategy by I®&M method means the
examination and evaluation of the consistency betwthe strategic goals and the
company's vision and mission as well as betweengtbes and the result of the
environmental and company diagnosis. The requirémércompleteness applies to
strategic factors identified and evaluated duringe tSWOT analysis and the
composition of the risk map. Feasibility means tihat auditor evaluates the reality of
the strategy. During a strategy-audit the answethe questions are scored according

to a predefined set of ranking criteria.

18



Hypothesis 5: | accept and confirm the hypothesis.

Reasoning: The comparison of the company's cakailatonomic Value Added (EVA)
before and after a capital transaction — the latteludes the impact of the change in
strategy — serves as a guide for the financial gouent of the privatization decision.
This method offers a chance to study the expeatdrr and profit from the point of

view of the owner.
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5. Practical/Theoretical Usability of the Results

5.1. Strategy Evaluation

| aimed to establish a set of strategy evaluatimbex numbers that includes the
evaluation of each strategy option's risk-takingatality, profitability level, asset
efficiency, and suitability for sustainable finamgi Among the criteria of evaluation |
take the capital cost of financial resources intooant. If the goals can be devolved
into lower levels of leadership, it would help teeecution of the strategy, and if the
review is based on accounted company data, it wouhtte the application of the
method easier. The recommendation for the methggotmnsists of the following
sequential integrated strategy creation steps:

» Evaluation of the reading of the situation resylifdex-numbers,

» Creation of strategy options based on the readinigeosituation result,

» Testing and formalization of each options' risk@sqore,

> Evaluation of the strategy options based on thdingeof the situation result,

» Choosing “the best strategy”.

“The best strategy” is chosen by considering thategic and financial goals. My
research partly purported to be about improving etialuation method based on the
Economic Value Added (EVA) and including the resoftthe examination of risk
exposure. On the one hand the developed strategijation method adds to the
advancement of strategic management science, atigeasther, the application of the

ISAM method improves the reliability of the compasiiplanning practices.

5.2. Strategy-Audit

The goal of the current International Assurance Auaditing Standard entitled “Audits
of Future Oriented Financial Information” on topiamber 3400 is to create standards

and offer guidance for assignments that requirein@estigation of future oriented
20



financial information, and a report on them, inehgd the examination methods
regarding both hypothetical suppositions and sufipas based on the best estimation.
The strategic audit is management-centred, becdudees not focus primarily on
accounting and financial questions but analyzesemaduates the full verticum of the
company's operation. The aim of the current stahdsarto offer guidance for the
evaluation of plans, and during this process tharéuoriented financial information
(the business plan) should be examined and judgedhé following criteria and

conditions:

“When defining the nature, timetable and extenthefaudit procedures, the auditor has
to keep the following criteria in mind:”

(@) Probability of essentially false statement;

(b) Knowledge gained by earlier assignments;

(c) Professionalism of leadership regarding the musition of future oriented
financial information;

(d) To what extent the management's opinion hasfarence on the future oriented
financial information; and

(e) Adequateness and reliability of supportive data

The elaborated methodology for strategic audit deoa the literature about strategy
management, and at the same time the completitrecudit strengthens the reliability

and creditability of strategic plans.

5.3. Privatization Decisions

One possible direction of further improvement foe iSAM method presented is the
development of a privatization decision model thatludes the ownership — and
consequently, the business strategy — change egatuimtion option. The application of
the model assumes that even after privatizationgtheernment, as owner, remains in
business and budgetary association with the comgastyowed the application of the
ISAM method through a case study. My goal was &s@nt the evaluation algorithm,
so the numbers do not reflect the data of the httaasaction. Before | describe the
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possible extension of the model, | briefly reviele t“traditional” methods used to

determine the company and business value.

The decision model presented in the dissertati@npgessible direction of improvement
for the ISAM method. In privatization decisionsdirtial questions play the main role,
so the impact of the change in the company's bssisgategy is usually left out of the
decision process. Another typical defect of thelitranal set of evaluation criteria is
that the decisions of the owner are often detacheoch business and budgetary
calculations. The suggested improvement in metloggoltends toward integrity,

although the described algorithm needs furthemeefient (e.g. determination of the

interest rates applied). However, this goes beybadcope of my dissertation.

5.4. Integration of ISAM; Relationship Between its Eleamts

| show the relationship between strategy evaluadiot strategy-audit in Figure 3. The

evaluation aspects of the strategic options detexrthe basic examination aspects of
the strategy-audit, such as consistency, accepyadild adequateness.

CORRECTEDSWOT, __» ENVIRONMENT
COMPLEXITY, VALUE BY RISK ~._  RESDURCES, =

g SUTABILITY » EXPOSURE 4 COMPETEMNCIES E

= A, =

e =

- EVALUATION S WISION, z

E CONSONANCE VIATRIX (BSM), /> MISSION, b

= - SPACE ~ GOALS, g

E AMALYSIS, =

& TOWS.

P _» PROFITABILITY

£ ECOMNOMIC

g (ORI » VALUE ADDED- | - (MANCNG

2 EVA s ASSET EFFICIENCY

E CALCULATION

Figure 3: Relationship of Strategy Evaluation and 8ategy-Audit

Source: Own work
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Adequateness qualifies the relevancy of the precessiformation, and the
completeness of surveying the environmental facémd the company resources and
abilities. This is based on the SWOT analysis ctéedpwith the risk exposure under

consideration.

The examination of consistency measures the coanoedbetween the levels of the
goal hierarchy, and the “harmony” between the ltargs goals and the statements of
the SWOT analysis. For this analysis the model uses=e methods: BSM, SPACE

analysis, and determination of TOWS strategies.

The analysis of acceptability focuses on the exatian of financial prognoses among
the strategic goals, and so it shows if, besidedutiilment of the expectations of the

owner(s), the feasibility of the plans is suffidigrsupported financially.

In the ISAM the results of the sub-processes aii¢ @ each other, and the integration
of the method and the consistency of the eleméet®of can be ensured. The practical
application of the method can, on the one handror®the reliability of strategic plans

in business life, and on the other can be usedrategic management training as an

illustration of the strategy creation process.
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