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RESUMO

Ainda existe muita controvérsia sobre o impacto do planejamento estraté-
gico no desempenho das empresas. Este artigo investigou a relacao entre
os dois construtos em uma amostra de bancos operando no Brasil. Trés
dimensoes de planejamento estratégico — importancia, intensidade e sis-
tematizagao — foram selecionadas e seu impacto sobre quatro medidas de
desempenho foi avaliado. Efeitos diretos e mediados foram testados. Os
resultados foram estatisticamente nao significativos, mas tal nao deve ser
interpretado imediatamente como significando que planejamento nao afeta
o desempenho. O baixo poder do teste (em fun¢ao do tamanho limitado da
amostra), associado ao fato de que muitos bancos auto-reportaram niveis
altos em diversas variaveis de planejamento (o que levou a pouca variagao
nas variaveis explicativas) sugere que os resultados devem ser interpreta-
dos com cautela.
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ABSTRACT

There is still great controversy about the impact (if any) of strategic planning on
performance.This paper investigated this relationship in a sample of banks op-
erating in Brazil. Three dimensions of strategic planning — importance, intensity
and systematization — were selected and their impact over four measures of
performance was assessed.The effects were found to be non-significant. Howev-
er, the small power of the test (due to small sample size) coupled with the fact
that the great majority of banks reported to place great emphasis in several
indicators of planning recommends that findings be interpreted with care.
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INTRODUCTION

More than 50 years ago Ansoff, Avner,
Brandenburg Portner and Radosevich
(1970) asked :“Does planning pay”?

After decades of conceptual discussion
and empirical research, results about the
impact of strategic planning on organiza-
tional performance are still not conclusive
(BOYD, 1991; MILLER; CARDINAL, 1994;
MCILQUHAM-SCHMIDT, 2010; PEARCE;
FREEMAN; ROBINSON, 1987).

Such lack of consistency in empirical re-
sults may be due to several reasons, for ex-
ample: diversity in research settings (coun-
tries, industries, firm sizes), variation in how
the two key constructs (planning and per-
formance) have been conceptually defined
and operationally represented, diversity in
the types of relationships modeled (e.g., di-
rect, mediated, moderated), among others.

Several reasons can be pointed to ex-
pect a positive relationship between the
emphasis placed on planning (as well as
systematization of the planning process)
and organizational performance, such as:

identification of opportunities and threats
in the external environment, as well as
strengths and weaknesses of the organi-
zation (ANDREWS, 1980); identification
of distinct customer segments in terms of
their needs and decision processes related
to purchase and use of products / services
(FERRELL; HARTLINE; LUCAS; LUCK,
1998); selection of strategic positioning
that allows exploring possible associations
between organization’s strengths and op-
portunities of the environment (BARNEY;
HESTERLY, 201 1; PORTER, 1985), identi-
fication of gaps between the attributes of
products / services offered by competitors
and substitutes, their cost to offer these
attributes and the willingness of poten-
tial customers to buy (in terms of price
and quantity) (KIM, MAUBORGNE, 2005;
MATHUR; KENYON, 1998); adaptation of
the company to react to changes in the
configuration of environmental and com-
petitive forces (ESOCBARILSULL, 2004);
and mutual reinforcement of value activi-
ties (PORTER, 1985, 1996) in implementing
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the plan. In short, lack of planning can lead
to a waste of efforts and to inconsistency
between different areas of a company and
to missing opportunities that could only be
glimpsed through reflection and system-
atization of possible futures and possible
configurations of markets and competition
(MINTZBERG; WATERS, 1985).

On the other hand, it is also possible
to conjecture about possible reasons why
strategic planning could be detrimental to
organizational performance. For example,
strategic planning consumes resources that
otherwise could be used in other areas or
projects. Furthermore, an overemphasis on
planning may lead to organizational rigidity
and lack of adaptability to unforeseen situ-
ations, with the consequent loss of oppor-
tunities (MINTZBERG;WATERS, 1985).

So, the main objective of the present
study is to investigate whether: Is there a
positive association between strategic planning
and business performance?

Our empirical study is delimited to
the banking industry in Brazil in the years
2009-201 1.

Literature Review

We will now briefly review what the
meaning and content of strategic planning
is. More space will be dedicating to discuss-
ing the controversial relationship between
planning and performance in the aggregate
of empirical studies. Finally, we present a
few studies that have investigated the re-
lationship of strategic planning and perfor-
mance in the banking industry.

Strategic planning

By building from several sources (e.g.,
ANDREWS, 1980; ANSOFF, 1991; MINTZ-
BERG, 1994) one can define strategic plan-
ning as the set of mechanisms (especially if
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explicit) that firms employ in order to de-
lineate their long-term objectives, to col-
lect external and internal information, to
process that information in order to spec-
ify courses of actions to pursue those ob-
jectives, to allocate resources, and to mon-
itor results. Hopkins and Hopkins (1997,
p. 637) put it this way: “Strategic planning
can be described as the process of using
systematic criteria and rigorous investiga-
tion to formulate, implement, and control
strategy, and formally document organiza-
tional expectations.” Pearce et al. (1987, p.
658) defined (formal) strategic planning as
“the process of determining the mission,
major objectives, strategies, and policies
that govern the acquisition and alloca-
tion of resources to achieve organization-
al aims.” McllquhamSchmidt (2010, p. 6)
considered that a good planning process
should include, partly or fully, the following
elements:“l) determine vision, mission and
objectives, 2) analyze the environment, 3)
analyze the internal resources 4) analyze
and select strategic alternatives, 5) imple-
ment the strategies and 6) evaluate and
control performance.”

From these definitions, it is clear that
strategic planning is a complex phenom-
enon, which can be conceived of from
many complementary aspects. The litera-
ture suggests, among others, the following
“dimensions”: systematization, sophistica-
tion, standardization, structure, commit-
ment, quality, intensity, importance, com-
prehensiveness, and flexibility of the
planning process or of the planning pro-
grams (BOYD, 1991; ARMSTRONG, 1982;
MILLER; CARDINAL, 1994; LEONTIA-
DES; TEZEL, 1980; PEARCE et al., 1987;
ROBISON; PEARCE, 1988).

Pearce et al. (1987) argued that this vari-
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ety of measures would in fact relate to just
two categories:
e Formalization of the planning pro-
cesses, and
e Perceived importance of planning.
Instead of using “independent” dimen-
sions to conceptualize strategic planning,
such as the ones just cited, some authors
have used categories of planning, plans or
planners. In the studies reviewed for Boyd’s
(1991) meta-analysis, the following catego-
ries could be found: planners vs. non-plan-
ners; high- vs. low-planners; unstructured,

structured operational and structured
strategic plans; unstructured, intuitive,
structured operational and structured

strategic plans; programmed planners and
conventional planners; comprehensive for-
mal planners, partial formal planners and
not formal planners.

The controversial relationship
between strategic planning
and performance

Pearce et al. (1987) reviewed 18 studies
that investigated the relationship between
strategic planning and performance and
found inconsistent and contradictory re-
sults. They argued that, in part, such state
of affairs was a consequence of assuming
(albeit implicitly) a universal relationship,
whereas the relationship would supposed-
ly be influenced by several contextual vari-
ables — firm-specific (e.g., size, scope) or
industry-related (e.g., dynamism, intensity
of competitive forces, degree of concen-
tration, stage in life cycle; or, as suggested
by other researchers, level of turbulence
(MILLER; CARDINAL, 1994; MINTZBERG,
1994), capital intensity (MILLER; CARDI-
NAL, 1994),industry growth rate (THUNE;
HOUSE, 1970). Pearce et al. (1987:671)

urged researcher to “specifically and ex-
plicitly incorporate elements of industry,
and corporate and business-level contexts
into the analysis of planning effectiveness.”

In 2 meta-analysis Boyd’s (1991) found
studies in which strategic planning had a
positive effect on performance in some
industries, but a null effect in others; be-
sides, the effects on some measures of
performance were negative in some stud-
ies. Results revealed that the overall ef-
fect of planning on performance was very
weak (r = 0.15).

Much by the same token, in Mcliqu-
ham-Schmidt’s (2010) meta-analysis, some
studies found a positive relationship be-
tween strategic planning and corporate
performance, while others showed that
the relationship was inconclusive and some
found a negative relationship. All in all, re-
sults indicated that there was a very small
but positive relationship (r = 0.08).

The results of Schwenk and Shrad-
er’s (1993, p. 53) meta-analysis on the re-
lationship between formal planning and
performance (sales growth and/or return
measures — ROA, ROS, ROI) in small firms
“suggest that even though the size of the
effects for planning for individual studies is
not large, the overall relationship between
formal planning and performance across
studies is positive and significant.”

Also, the results of Miller and Cardinal’s
(1994, P. 1649, 1662) meta-analysis “suggest
that strategic planning positively influences
firm performance and that methods factors
are primarily responsible for the inconsis-
tencies reported in the literature” and that
“planning affects performance equally in
large and small and capital intensive and la-
bor-intensive firms”.

Shea-Van Fossen, Rothstein and Korn’s
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(2006) meta-analysis (which included all
studies reviewed in the meta-analyses by
Pearce et al. (1987),Boyd (1991) and Miller
and Cardinal (1994), plus 39 other studies,
including 17 unpublished works) indicated
the existence of a small, but statistically
significant, relationship between strategic
planning and organizational performance.
Interestingly, the authors found that the
effect was statistically significant in the
aggregate of studies that operationalized
strategic planning by the level of sophis-
tication or formalization, but not in stud-
ies that operationalized the construct as
a dichotomous variable (e.g., planners vs.
non-planners). Also, a bit surprisingly, the
effects were found to be significant only in
the studies of small firms, but not in the
studies of large firms.

Miller & Cardinal (1994), as well as
Hambrick (1983) argue that systematized
and careful planning would be more rele-
vant when the level of environmental tur-
bulence is high.That is, in more predictable
environments, maybe the effort to gather
data and monitor the environment would
not be worth the cost incurred. This argu-
ment suggests that the impact of planning
on performance may depend on the char-
acteristics of the external environment.

Planning and performance
in the banking industry

Boyd’s (1991) meta-analysis included
three studies of the banking industry: Sapp
and Seiler (1981) found that planners out-
performed non-planners in three perfor-
mance measures (including deposit growth
and return on equity), out of four (but
Boyd, 1991, did not report what the other
two measures were). Wood and Laforge’s
(1979) study indicated that comprehensive
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formal planners did better than non-plan-
ners. On the other hand, Whitehead and
Gup (1985) found there were, in general,
no differences in performance between
planners and non-planners, but planners
performed worse than non-planners in
some measures.

Robinson and Pearce (1983, p. 197)
found that “[s]mall banks without formal
planning systems performed equally with
small, formal planners.” It should be not-
ed that a lesser degree of formalization
does not mean necessarily less emphasis
on planning. As the authors put it: “Re-
gardless of formality, each set of banks
placed equal emphasis on all aspects of
strategic decision-making [i.e., risk as-
sessment, distinctive competencies se-
lection, definition of lines of authority,
deployment of resources to carry out
the strategy, monitoring and control of
the implementation] except formalized
goals and objectives”.

On the other hand, Gup and White-
head (1989) found evidence that banks
that have a higher degree of formalization
of the strategic planning process tend to
have significantly lower ROIs than banks
that run the process in a more informal
manner. Gup and Whitehead (1989) also
argued that planning would need some
time before better results could be at-
tained, but they found no concluding ev-
idence between the length of time banks
had been engaged in the strategic planning
process and their financial performance.

Hopkins and Hopkins (1997) found
that, regardless of whether the strategic
planning process was formal or informal,
planning intensity was positively related
with performance. Besides, their findings
also suggested the existence of a recipro-
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cal relationship between strategic planning
intensity and performance.

Conceptual model and hypotheses of
the study

Following Pearce et al. (1987) and Hop-
kins and Hopkins (1997), we initially con-
sidered three dimensions of strategic
planning: Importance, Intensity and Sophis-
tication. However, as we explain in more
detail in the Methods section, our opera-
tionalization of the Sophistication dimen-
sion did not present good psychometric
properties. So, we took one aspect of So-
phistication for this study: the level of Sys-
tematization of strategic planning. Here are
the four dimensions used in this study:

* Importance of planning — level
of importance attributed to planning
by the CEO (and top executives)

* Intensity of planning — the scope
of aspects covered by the plan (e.g.,
mission definition, external analysis,
internal analysis, monitoring of results
etc.) and the effort that the firm dedi-
cates to them; and

* Systematization of the plan-
ning processes — degree in the “very
informal” — “very systematized” con-
tinuum.

Regarding Importance and the other
two dimensions of planning, we argue that
they are not “parallel” aspect of planning,
but rather that Intensity would precede
and influence the other two. In short, we
contend that the importance firms attri-
bute to strategic planning would affect (a)
the level of intensity with which they en-
gage in the strategic planning process and
(b) the level of systematization of planning:

H, : There is a positive relationship be-
tween the importance firms attribute

to strategic planning and the intensity
with which they engage in the strategic
planning process
H,: There is a positive relationship be-
tween the importance firms attribute
to strategic planning and the level of
systematization of planning
Additionally, we argue that organization-
al performance would be positively affect-
ed by both the intensity and the systemati-
zation of planning:
H,:There is a positive relationship be-
tween the intensity with which firms
engage in the strategic planning process
and organizational performance
H,,: There is a positive relationship be-
tween the level of systematization of
planning and organizational perfor-
mance
Given that the literature on organiza-
tional performance suggests that size of
the firm might have an impact in its results,
we included firm size as a control variable.
Other variables that have been argued to
moderate the relationship between stra-
tegic planning and performance — such as
environmental turbulence, industry capital
intensity, stage in product lifecycle — were
not included in our analysis because all
firms belonged to the same industry: banks.
Figure | depicts the posited relationships.
One of the dotted lines in Figure | rep-
resents a direct relationship between im-
portance of planning and organizational
performance, but this is a relationship for
which we do not advance any hypothesis.
But it is necessary to test for its statisti-
cal significance in order to correctly assess
the impact of the (supposedly) mediated
relationships (between importance and,
respectively, intensity and sophistication of
planning).The other dotted line represents
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FIGURE 1 — Hypothesized Relationships

the impact of size, also a relationship which
is not in the scope of our arguments, but
which we want to control for.

Methods and data

Measures

We followed Boyd’s (1991) advice of
not treating planning as a categorical (e.g.,
planners vs. non-planners) or ordinal vari-
able (e.g., short-term forecasting, budget-
ing, operational planning, long-range plan-
ning, strategic planning). As suggested by
him, we selected dimensions from which
to characterize the conceptual domain of
the strategic planning construct and then
chose operational indicators to operation-
alize those dimensions.

Some studies also have employed a
“dimensional” approach to the conceptu-
alization of planning. Pearce et al. (1987)
suggested two dimensions: formalization
of the planning processes and perceived
importance of planning. Armstrong (1982)
employed five components of (formal)
strategic planning: specification of objec-

tives, generation of strategies, evaluation of
strategies, monitoring results, and seeking
commitment to these plans from organi-
zational members. Hopkins and Hopkins
(1997) selected seven components to op-
erationalize intensity of planning: (1) deter-
mining the banks’ mission, (2) developing
major long-term objectives, (3) assessing
the external environment, (4) assessing the
internal environment, (5) evaluating strate-
gic options, (6) implementing strategic op-
tions, and (7) controlling the implemented
strategic options.

Much by the same token, Robinson and
Pearce (1988) operationalized Sophistica-
tion of planning by six indicators (“Which
one of the following best describes your
company’s strategic planning activities
over the last 5 years?”): (a)The company
has a short-range (approximately | year)
profit plan; (b) The company has a planning
process such that the final plans are ac-
cepted by those responsible for their at-
tainment; (c)There is a person or group
whose time responsibility is to coordinate
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a company-wide strategic planning effort;
(d)The company’s top management has
developed a climate in the company which
supports the planning effort; (e)The com-
pany’s top management has developed a
formal statement of what business the
company is in, or wants to be in; and (f)
The company’s plans are used to judge
managerial performance.

Rudd et al. (2008) adapted Boyd and
Reuning-Elliot’s (1998) operationaliza-
tion of the strategic planning construct
as follows: (1) mission statement, (2)
analysis of competitor trends, (3) analy-
sis of supplier trends, (4) analysis of mar-
ket trends, (5) internal analysis, (6) long
term, corporate level strategies, (7) me-
dium term, business level strategies, (8)
short term, functional level strategies, (9)
barriers to strategy implementation, (10)
analysis of contingencies,and (1 1) on-go-
ing evaluation and control.

For this study, we chose three dimen-
sions of planning:

e Importance
e Intensity
e Systematization

Importance of planning was measured
by a single indicator through a self-report-
ed 7point semantic-differential scale (“How
much importance does your company give
to strategic planning in comparison with
other activities?”; response options: very
low ... very high).

Intensity of planning was operational-
ized as a formative construct composed
of seven indicators (the wording was just
slightly adapted from Hopkins & Hopkins,
1997): definition of company’s mission, es-
tablishment of long-term objectives, analy-
sis of external opportunities and threats,
analysis of company’s strengths and weak-

nesses, evaluation of different courses of
action, execution of strategic planning, and
monitoring of results of strategic planning.
Each indicator was elicited from the same
question (“How much emphasis does your
company place in each of the following as-
pects of strategic planning”) in a 7-point
response format (very low ... very high).
The value of the construct was calculated
as the simple average of the answers to the
seven indicators.

Regarding the third dimension of stra-
tegic planning, we initially chose Sophisti-
cation of planning, and operationalized the
construct with four indicators in a reflec-
tive measurement perspective, that is, we
expected that the four indicators would
tend to co-vary together.The first three in-
dicators were measured in 7-point scales:
level of systematization of planning (very in-
formal ... very systematized), degree of in-
volvement of the Board of Directors (very
low ... very high), and fFcluded firm size as
a control variable. al performance suggests
that size of the firm might have an impact
in its results, we irequency of revision of
the strategic plan (very infrequent ... very
frequent). The fourth indicator — temporal
horizon of strategic goals (in years) — was
freely reported by the respondent.

However, subsequent analysis revealed
that the four indicators did not comprise
one single factor (KMO Measure of Sam-
pling Adequacy was low (.555) and the Bar-
lett Test of Sphericity indicated that there
was little correlation among the variables
and that one could not reject the null hy-
pothesis that the correlation matrix would
be the identity (p < .241)).

Therefore, we decided to select only
one indicator that seemed, from a concep-
tual standpoint, to be closer to the meaning
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of what we wanted to convey and which
showed better statistical properties (nor-
mality). This indicator was: Systematization
of planning.

We reviewed performance measures of
banks that had been employed in studies
of strategic planning. Robinson and Pearce
(1983) used: (1) profit margin, (2) return on
assets, (3) loan growth, and (4) return on
equity. Sapp and Seiler (1981) chose: (a) de-
posit growth rate, (b) return on equity, (c)
capital-to-risk assets ratio, and (d) interest
as a percentage of loans. Whitehead and
Gup (1985) employed: (i) deposit growth,
(i) return on assets, and (iii) return on eg-
uity. Wood and LaForge (1979) chose just
net income growth and return on invest-
ments. Hopkins and Hopkins (1997) used
three measures: net income, return on eq-
uity, and deposit growth.

Our study employed the following per-
formance indicators, all referring to corpo-
rate-wide measures, which were collected
from a secondary source (Brazil's Central
Bank (Banco Central do Brasil), 2012):

e Deposit growth (GUP; WHITE-
HEAD, 1989; HOPKINS; HOPKINS,
1997) — compound annual average
(over a three-year period,2009-201 1)
of variation in deposits, that is
[((Dep201 | — Dep2008) / Dep2008)
+ 111/3 -1

e Growth in intermediation results
(HOPKINS; HOPKINS, 1997; LEON-
TIADES; TEZER, 1980; MILLER, 1994;
THUNE; HOUSE, 1970) — compound
annual average (over a three-year
period, 2009-2011) of variation in
revenues from interest paid by bor-
rowers minus interest paid to lenders
— this indicator resembles gross prof-
it change in non-financial firms;
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eReturn on equity (ROE) (HOP-
KINS; HOPKINS, 1997, LEONTIA-
DES; TEZER, 1980; ROBINSON;
PEARCE, 1983; SAPP;SEILER, 198I;
WHITELAND; GUP, 1985) — three-
year average (2009-2001) of net prof-
it divided by average equity, that is
(ROE2011 + ROE2010 + ROE2009)
/3;

e Efficiency index (suggested in the
pre-test phase by a specialist in the
banking industry) — three-year aver-
age of revenues (from intermediation
and services) divided by cost.

When we collected the data, all the
information was updated only until Sept
201 1. So, our one-year data in fact means
Oct year t -1 thru Sept year t.

Regarding organizational performance,
it was also not possible to reduce the four
indicators into a single factor (a low KMO
Measure of Sampling Adequacy (.530) cou-
pled with a non-significant (p < .163) Bar-
lett Test of Sphericity indicated that data
reduction by factor analysis would not be
appropriate).

As performance has been argued to have
a formative perspective regarding its indi-
cators (DIAMANTOPOULOS, 1999), we
calculated a simple average of the z-scores
of the four indicators. But, as the statis-
tical relationships with the explanatory
variables turned out to be nonsignificant,
tests were run for each indicator of per-
formance separately. That is, we decided to
test the hypotheses H, and H,, for each of
the four performance measures separately.

The control variable Firm size was oper-
ationalized by total assets.

Sample and respondents

According to Brazil's Central Bank
(2012), as of end of 201 I, there were 137
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banks in Brazil (this includes operations of
multinational banks that have an affiliate in
Brazil). From this population, we removed
development banks and also banks that did
not have all historical data for our analysis,
leaving out a sampling frame of |16 banks.
A telephone contact was tried with all 116
banks, inviting them to participate in the
survey. For those that agreed, the question-
naire in Word format was sent as an annex
to an e-mail. Out of the |16, 30 responded
all questions in the survey instrument (plus
one that provided incomplete answers and
was discarded), for an effective response
rate of 25.9% (=30/116).

A two-tailed test indicated that the av-
erage of firm size in the sample was not
statistically different (p < .171) from the
average firm size of the target population.
Similar tests were run to compare the
sample averages with the target popula-
tion averages regarding deposit growth (p
< .513), growth in intermediation results
(p <.017), return on equity (p < .034),and
efficiency index (p < .001).Thus regarding
firm size and deposit growth the sample
can be regarded as reasonably representa-
tive of the population at the 5% significance
level. However, differences in averages are
statistically significant for growth in inter-
mediation results, return on equity and ef-
ficiency index.

Almost the totality of respondents was
composed of senior managers and direc-
tors or else of staff members with respon-
sibility over strategic planning.

It is important to note that this study
tried to control for extraneous influences
by using a sample of firms from a single in-
dustry and a single country.As reported in
Shea-Van Fossen et al’s (2006) meta-ana-
lytic study, the aggregate effect of strate-

gic planning on organizational performance
was significant only in studies that con-
trolled for industry.

Procedures for data collection

A straight-forward questionnaire with
clear questions and response options was
designed to collect information about the
planning variables and about the demo-
graphics of the respondents.A pre-test was
run with two experienced professors (one
with extensive experience in the banking
industry, and the other a specialist in mar-
ket research and questionnaires) and also
an executive of the banking industry with
a masters’ degree. The pre-test helped re-
fine the wording, check the sequencing of
questions and estimate the time needed
to respond. It should be noted that one of
the authors of this paper has also had pro-
fessional experience in the banking indus-
try and was knowledgeable enough about
performance measures and organizational
structures in banks.

All banks were phoned and the name of a
senior executive was searched. Upon acqui-
escence by the firm, the questionnaire was
sent by e-mail or fax. The responses came
by e-mail or fax also. As a token of appre-
ciation for their time, all respondents were
promised a copy of the consolidated results.

No specific time period was suggested
in the questionnaire, so the respondents
probably considered the “recent” past in
their answers to questions on strategic
planning. The secondary data on organiza-
tional performance referred to the 2009-
2011 period — that is, also the “recent”
past. Given that there should be a time lag
between the efforts in planning and the
performance results accruing from those
efforts, it would have been advisable to

126 R.Adm. FACES Journal Belo Horizonte v. 12 n. 3 p. 116-133 jul./set. 2013. ISSN 1984-6975 (online). ISSN 1517-8900 (Impressa)



collect data on strategic planning variables
from an earlier period. However, recollect-
ing retrospective data may be troublesome
for executives (cf. Golden, 1992; Huber &
Power 1985). On the other hand, it seems
reasonable to consider that strategic plan-
ning processes are relatively stable over
short periods of time, that is, firms do not
go about changing frequently the empha-
sis they dedicate to planning. So, it might
be acceptable to consider that the data on
strategic planning collected from the ques-
tionnaire (“recent” past) would reasonably
reflect the data of an earlier (not too dis-
tant) period in the past.

Statistical technique

By using dimensions of planning, it might
be possible to investigate the impact of
individual dimensions on specific perfor-
mance measures (Boyd, 1991).

We took the independent effects ap-
proach, as a way to estimate the (suppos-
edly) independent effects of importance
of planning on intensity and sophistication
and the independent impact of these two
variables on performance.

A multiple linear regression analysis
(with minimum least squares estimation
technique) was used.

Given that the dependent variables
were measured in scales distinct from the
independent variables, all variables were
standardized before they entered the re-
gression equations.

LIMITATIONS OF THE STUDY
Some limitations of this study ought
to be recognized. Social desirability bias
should not be overruled, since managers
might not wish to tell the truth about the
strategic planning process of their firms,
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especially if they believe their firms ought
to do better.

The fact that there was no time lag be-
tween independent and dependent vari-
ables is also a limitation.

The sample was rather small (although
it represented more that /4 of the target
population), so the statistical power of the
tests was low. This means that only rela-
tionships that were really strong in the
population would be found as significant.
Besides, the sample is not homogeneous:
there are retail banks, investment banks, di-
versified banks etc.)

FINDINGS AND DISCUSSION
Regarding normality of the independent,
only the distribution of Intensity of Plan-
ning was not statistically different from a
normal distribution (Kolmogorov-Smirnov
test with p < .176 and Shapiro-Wilk test
with p < .184), but a visual inspection of
the QQ plot for Systematization indicated
a reasonable fit with a normal distribution.
AS for the dependent variables, the
distribution of three of them (Deposit
Growth, ROE and Efficiency) was not sta-
tistically different from a normal distribu-
tion, but Growth in Intermediation Results
departed from the normal distribution.
From a theoretical standpoint, Impor-
tance of Planning would not be expected
to exert a direct impact on Performance,
but it would be expected to influence both
Intensity of Planning and Systematization of
Planning, which would be posited to have an
effect on (each indicator of) Performance.
So, we evaluated (i) the separate impact
of Intensity and of Systematization on (each
of the four indicators of) Performance, (ii)
the impact of Importance on Intensity and
on Systematization, and (iii) the joint im-
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pact of Importance and Intensity (also of
Importance and Systematization) on (each
indicator of) Performance — always con-
trolling for Firm Size.

WVe first assessed the impact of Intensity
on Performance.The first set of regression
equations, related to the effects of Intensity
on Deposit Growth, is presented here:

la) DepGrowth = b0 + bl.Intensity +
z| Size + eb

2a) Intenstiy = a0 + al.Import + y|.Size + ea

3a) DepGrowth = c0 + cl.Intensity +
c2.Import + x| .Size + ez

For a full mediating effect (as we expect-
ed) to be detected, four conditions would
have to be met: (i) b, # 0 in the first equa-
tion, (i) a, # 0 in the second equation, (jii)
¢, # 0 in the third equation and c, = 0 (in
fact, statistically not different from zero) in
the third equation.

The second set of regression equa-
tions, related to the effects of Intensity on
Growth in Intermediation Results, is pre-
sented here:

la) IntermGrowth = b0 + bl .Intensity +
z| Size + eb

2a) Intensity = a0 + al.Import + y|.Size + ea

3a) IntermGrowth = c0 + cl.Intensity +
c2.lmport + x| .Size + ez

The third set of regression equations,
related to the effects of Intensity on ROE,
is presented here:

la) ROE = b0 + bl.Intensity + zI.Size + eb

2a) Intensity = a0 + al.Import + y|.Size + ea

3a) ROE = c0 + cl.Intensity + c2.Import
+ x|.Size + ez

The fourth set of regression equations,
related to the effects of Intensity on Effi-
ciency, is presented here:

la) Efficiency = b0 + bl.Intensity + zI.
Size + eb

2a) Intensity = a0 + al.Import + y|.Size + ea

3a) Efficiency = c0 + cl.Intensity +
c2.lmport + x| .Size + ez

Results indicate that Intensity of Plan-
ning had no statistically significant impact
over any of the four Performance indica-
tors (none of the regression coefficients
were significant and the adjusted R? of the
four regression equations were all near
zero). In the equations relating only Intensi-
ty with Performance (controlling for Size),
some regression coefficients were rela-
tively high in absolute value (maximum =
.30, though not statistically significant due
to the low statistical power of the test, as
will be discussed ahead) and three out of
four were negative, suggesting that, maybe,
too much planning might be detrimental to
performance.

After inclusion of the direct effect of
Importance, the direct impact of Intensi-
ty on Performance changed a lot, but this
effect is difficult to interpret since it does
not seem to be clear, from a theoretical
standpoint, why Importance might have
a direct impact on Performance. In fact,
if this relationship were always negative
(which was the case only with Deposit
Growth and ROE), then one might inter-
pret that there might be a reverse causal
path, that is, the more dissatisfied firms
are with performance, the more they
would resort to planning as a way to try
to improve results.

On the other hand, Importance of Plan-
ning has a positive and significant impact on
Intensity of Planning (standardized regres-
sion coefficient =.672,p <.001,adjusted R?
= 432), as expected.Also, as expected, Im-
portance had no statistically significant di-
rect impact on Performance,and, unlike ex-
pected, it had no indirect impact (through
Intensity) on Performance.

128 R.Adm. FACES Journal Belo Horizonte v. 12 n. 3 p. 116-133 jul./set. 2013. ISSN 1984-6975 (online). ISSN 1517-8900 (Impressa)



We then assessed the impact of System-
atization on Performance. The first set of
regression equations, related to the effects
of Systematization on Deposit Growth, is
presented here:

la) DepGrowth = b+ b .Systemat + z,.
Size + e,

2a) Systemat = a, + a .Import + y Size
+ ea

3a) DepGrowth = ¢, + c Systemat +
c,.Import + x Size + e,

The second set of equations relating
Systematization with Performance is:

la) IntermGrowth = b0 + bl.Systemat
+ z| Size + eb

3a) DepGrowth = c0 + cl.Systemat +
c2.Ilmport + x| .Size + ez

The third set of equations is:

la) ROE = b0 + bl.Systemat + z|.Size + eb

3a) ROE = c0 + c|.Systemat + c2.Import
+ x|.Size + ez

And the fourth set of equations is:

|a) Effic = b0 + bl.Systemat + z| Size + eb

3a) Effic = c0 + cl.Systemat + c2.Import
+ x|.Size + ez

Our findings indicate that Systematiza-
tion of Planning seems to have little impact
on Performance.In fact, the relationship was
significant only for Growth in Intermedia-
tion Results (p < .0l |; standardized regres-
sion coefficient = .465; R? adjusted = .162).
However, once we inserted Importance
in the equation, the relationship between
Systematization and Performance was no
longer statistically significant and, surpris-
ingly, there could be found a direct signifi-
cant impact of Importance over Growth in
Intermediation Results. This finding is hard
to explain in theoretical terms.

We also tested the following regression
equation, with the joint effect of Intensity
and of Systematization:
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la) DepGrowth = b0 + bl.Intensity +
b2.Systematization + z|.Size + eb

But the results were not statistically sig-
nificant either.

In short, hypotheses H_and H, were
supported by the data, but H, and H,
were not.

The low adjusted coefficients of deter-
mination (R?) and the non-significant re-
gression coefficients found in this study
deserve some reflection. First of all, it
should be noted that the vast majority of
firms reported to have a high emphasis in
each of the seven variables of Intensity of
Planning and also reported high values of
Systematization. Such low variation in the
independent variables makes it a poor ex-
planatory variable of the variance of the
dependent variable (Performance). This is
not to say that planning does not matter.
But the non-significant findings may be an
idiosyncratic result of particular sample of
this study and its small variance.

Second, a remark about the statistical
power of the tests is necessary. Given that
the sample is relatively small (30 observa-
tions), the probability of detecting as sig-
nificant a specific level of R% at a 5% signif-
icance level, would be at least .80 only if
the R? were at least .42 (these calculations
were based on a simple extrapolation from
Hair, Black, Baben and Tatham’s (2006) ta-
ble 4-7 (p.195)). So, the fact that it was not
possible to detect a significant R? in the
regression equations does not mean that
there is no such relationship in the popula-
tion, but may have been due to the fact that
the sample was small and, thus, the power
of the test was low.

Third, given the use of secondary data, the
magnitudes of the effects measured in this
study are expected to be lower than if we

R. Adm. FACES Journal Belo Horizonte v. 12 n. 3 p. 116-133 jul./set. 2013. ISSN 1984-6975 (online). ISSN 1517-8900 (Impressa) 129



DOES STRATEGIC PLANNING PAY? ASTUDY OF THE BANKING INDUSTRY

had used self-reported data (cf., SHEA-VAN
FOSSEN et al., 2006), because of a tendency
of executives to inflate the relationship once
they sense that the questionnaire is about
a relationship between strategic planning
(which they may be believe to lead to better
performance) and performance outcomes.

Conclusion

The impact of Strategic Planning on Per-
formance has met equivocal evidence in
the literature. This study is an attempt to
shed new light into the phenomenon.

By using just one industry (banks) and
just one country (Brazil) we were able to
remove some possible cofounding effects.

Instead of using a categorization of types
of planners (or types of planning), this study
followed Boyd’s (1991) advice and used di-
mensions of strategic planning — this would
be a way to verify possible relationships of
particular dimensions of planning with perfor-
mance. Three dimensions of Planning were
used — Importance, Intensity and Systemati-
zation — and four indicators of Performance
were employed — Deposit Growth, Growth
in Intermediation Results, ROE, and Efficiency.
Firm Size was used as a control variable.

The findings of this study indicate, as ex-
pected, that the Importance firms give to
planning affects the Intensity with which
they engage in planning and also affects the
level of Systematization. However, unlike
expected, results indicate that Intensity and
Systematization would bear no statistically
significant influence on Performance.

Our results contradict those of Hopkins
and Hopkins (1997), who found a positive
and significant effect of Intensity on Per-
formance. But they somehow corrobo-
rate the findings in Gup and Whitehead’s
(1989), in which a negative relationship was

found between Formalization (which is not
equal to, but in same aspects, is related to
Systematization) and Performance.

It is difficult to make a direct compari-
son of our findings with those of some oth-
er studies of the banking industry that used
a categorical (i.e., planners vs. non-plan-
ners) approach instead of a dimensional
approach to planning.

It should be noted that several authors
(e.g., BOYD, 1991; HREBINIAK, 2005; KA-
PLAN; NORTON, 2005) argue that plan-
ning by itself is not enough for better re-
sults, given that implementation of the
planning would be paramount. Although
we included two implementation-related
indicators (execution of strategic planning,
and monitoring of results of strategic plan-
ning) in our operationalization of Intensity
of Planning, this may not have been enough
to capture all the effect of execution.

A reversal relationship between Plan-
ning and Performance has also been advo-
cated, which would tend to lead to a neg-
ative relationship. As Rhyne (1986, p. 426)
has put it:“Lindsay et al. (1981) offered the
explanation that perhaps companies do
not plan until performance is unsatisfacto-
ry; therefore planners’ results likely would
be lower than non-planners who have not
yet encountered significant difficulties.”

A reflection about deliberate vs. emer-
gent strategies (MINTZBERG; WATERS,
1985) can also illuminate the debate about
the impact of planning on performance
While relying only on emergent strategies
would mean no control, resorting only to
deliberate strategies may mean no learning.
So, it is possible that overplanning may lead
to high costs and to organizational rigidi-
ty and less adaptability — and, as a possible
consequence, lower performance.
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Our sample was overpopulated with
firms that reported high emphasis on stra-
tegic planning. Such low variation in the
independent variable may explain, in part,
the null results. Related to this “planning
trend”, Pearce et al. (1987:671-672) have
put forward an interesting argument: “It
may be that FSP [formal strategic planning]
has become a necessary but not sufficient
condition for longterm corporate perfor-
mance.” So, instead of using a linear ap-
proach (e.g., regression) to the study of the
relationship between planning and perfor-
mance, maybe researchers should consider
a set-theoretic approach (RAGIN, 2008)
based on QCAfs (Qualitative Comparative
Analysis fuzzy set).

MARCELA NEVES, JORGE CARNEIRO

It also may be possible that Strate-
gic Planning is related to some aspects of
Performance, but not to others. In Mcll-
quham-Schmidt’s (2010, p. 12) words:
“The determination of whether there is
a relationship between SP [strategic plan-
ning] and CP [corporate performance]
will therefore depend on the performance
measure selected.”

We believe that the publications of stud-
ies that have not found significant statistical
results is a way to avoid the so called file
drawer problem: “journals are filled with
the 5% of the studies that show Type | er-
rors, while the file drawers are filled with
the 95% of the studies that show nonsignifi-
cant results” (ROSENTAHL, 1979, p. 638).

R. Adm. FACES Journal Belo Horizonte v. 12 n. 3 p. 116-133 jul./set. 2013. ISSN 1984-6975 (online). ISSN 1517-8900 (Impressa) 131



DOES STRATEGIC PLANNING PAY? ASTUDY OF THE BANKING INDUSTRY

REFERENCES

ANDREWS, K. The Concept of
Corporate Strategy. Home-
wood, IL: Irwin, 1980

ANSOFF, 1. Critique of Henry Mintz-
berg’s The design school: Recon-
sidering the basic premises of
strategic management. Strategic
Management Journal, [S. I], v.
12, p.449-461, 1991.

ANSOFF H.I.;AVNER, J., BRANDEN-
BURG, R.; PORTNER, F; RADOS-
EVICH, R. Does planning pay? The
effect of planning on success of
acquisitions in American firms.
Long Range Planning, [S. I.], v.
3,n.2,p.2-7, 1970.

ARMSTRONG, J. The Value of Formal
Planning for Strategic Decisions.
Strategic Management Jour-
nal, [S.1.],v.3,p. 197-211, 1982.

BARNEY, |.; HESTERLY,W. Strategic
Management and Compet-
itive Advantage: Concepts. 4™
ed. [S. I.]: Pearson Prentice Hall,
2011.

BOYD, B. Strategic Planning and Fi-
nancial Performance: A Meta-an-
alytic Review. Journal of Man-
agement Studies, [S. 1], v. 28, n.
4,p.353-374, 1991.

BOYD, B.; REUNING-ELLIOT, E. A
measurement model of strategic
planning. Strategy Manage-
ment Journal, [S. |], v.19, 18-
92, 1998.

BRAZIL'S Central Bank.Top 50 Banks
by total assets less brokerage.
2012. Available from: <http://
www4.bcb.gov.br/top50/ingl/
top50-i.asp>. Retrieved in: |** Mar
2012.

DIAMANTOPOULOS, A.
Performance Measurement: Re-
flective versus Formative Indica-
tors. International Marketing
Review, [S. 1], v.16, n. 6, p. 444-
457, 1999.

FERRELL, O.; HARTLINE, M.; LUCAS,

Export

G.; LUCK, D. Marketing Strate-
gy.[S.1.]: Dryden Press, 1998.
GOLDEN, B. The Past is the Past —
Or is it? The Use of Retrospec-
tive Accounts as Indicators of
Past Strategy. The Academy of
Management Journal, [S. ], v.

35,n.4, p. 848-860, 1992.

GUP, B.; WHITEHEAD, D. Strategic
planning in banks: Does it pay?
Long Range Planning, [S. 1], v.
22, p. 124-130, 1989.

HAIR, JR,, J.; BLACK, B.; BABIN, B,
ANDERSON, R. Multivariate
Data Analysis. 6" ed. Upper Sad-
dle River, NJ: Prentice Hall, 2006.

HAMBRICK, D.) High Profit Strat-
egies in Mature Capital Goods
Industries: A Contingency Ap-
proach. Academy of Manage-
ment Journal, [S.1.], v. 26, p. 687-
707, 1983.

HOPKINS, W.; HOPKINS S. Strategic
Planning-Financial ~ Performance
Relationship in Banks: A Causal

Strategic Man-
agement Journal, [S.|.],v. 18, n.
8, p. 635-652, 1997.

HOPKINS, W.; HOPKINS S.Want to
succeed: Get with the plan. Jour-
nal of Retail Banking, [S. I.], v.
16,n.3,p.26-31, 1994.

HREBINIAK, L. Making Strategy
Work: Leading effective exe-
cution and change, New Jersey:
Wharton School, 2005.

HUBER, G.; POWER, D. Retrospec-
tive reports of strategic level
managers: Guidelines for increas-
ing their accuracy. Strategic
Management Journal, [S. 1], v.
6,p. 171-180, 1995.

KAPLAN, R.; NORTON, D.The office
of strategy management. Strate-
gic Finance, [S. |.], v. 87, n. 4, p.
8-60, 2005.

KIM, W.; MAUBORGNE, R. Blue
Ocean Strategy: How to Cre-

Examination.

ate Uncontested Market Space
and Make Competition Irrelevant.
Boston: Harvard Business School
Press, 2005.

LINDSAY, W. M.; BOULTON, W. R;
FRANKLIN, S.; RUE, L. W. Stra-
tegic management effective-
ness: a longitudinal study. Un-
published paper presented to the
Academy of Management Annual
Meeting, San Diego, 1981.

LEONTIADES, M,; TEZEL, A. Planning
perceptions and planning results.
Strategic Management Jour-
nal, [S.I.], v. I, p. 65-75, 1980.

MATHUR, S.; KENYON, A. Creating
Value: Shaping Tomorrow’s Busi-
ness. Oxford: Butterworth Heine-
mann, 1998.

MCILQUHAM-SCHMIDT, A. A Me-
ta-Analytical Review of the
Relationship Between Strate-
gic Planning and Corporate
Performance, working paper.
2010. Available from: <http://
old-hha.asb.dk/man//cmsdocs/
WP/2010/2010_01.pdf>. Re-
trieved in: 24 Apr 2012.

MILLER, C.; CARDINAL, L. Strategic
Planning and Firm Performance: A
Synthesis of More than Two De-
cades of Research. Academy of
Management Journal, [S. ], v.
37,n.6,p. 1649-1665, 1994.

MINTZBERG, H. The Rise and Fall
of Strategic Planning: Recon-
ceiving Roles for Planning, Plans,
Planners. New York: The Free
Press, 1994.

MINTZBERG, H. Structures in
Five: Designing Effective Organi-
zations. Prentice-Hall, New York,
1983.

MINTZBERG, H.; WATERS, J. Of
Strategies, Deliberated and Emer-
gent, Strategic Management
Journal, [S. 1], v. 6, p. 257-272,
1985.

132 R.Adm. FACES Journal Belo Horizonte v. 12 n. 3 p. 00-00 jul./set. 2013. ISSN 1984-6975 (online). ISSN 1517-8900 (Impressa)



PEARCE, J.; FREEMAN, E.; ROBIN-
SON, R. The Tenuous Link be-
tween Formal Strategic Planning
and Financial Performance. Acad-
emy of Management Review,
[S.1.], 12, 658-675, 1987.

RAGIN, C. Redesigning Social
Inquiry: Fuzzy sets and beyond.
Chicago:  Chicago  University
Press, 2008.

RHYNE, L. The Relationship of Infor-
mation Usage Characteristics to
Planning System Sophistication:
An Empirical Examination. Stra-
tegic Management Journal, [S.
[.],v.6,n.4,p.319-337, 1986.

ROBINSON JR, R.; PEARCE I, ].
Planned Patterns of Strategic Be-
havior and Their Relationship to
Business Unit Performance. Stra-
tegic Management Journal, [S.
[.],v.9,n.1, p. 43-60, 1988.

ROBINSON JR.,R; PEARCE II,]. The
impact of formalized strategic
planning on financial performance

in small organizations. Strategic
Management Journal, [S. 1], v.
4,p. 197-207, 1983.

ROSENTHAL, R. The file drawer
problem and tolerance for null
results. Psychological Bulletin,
[S.1],v.86,n.3,p.638-641, 1979.

RUDD, J.; GREENLEY, G.; BEATSON,
A.; LINGS, I. Strategic planning
and performance: Extending the
debate. Journal of Business Re-
search,[S.1.],v.61,p.99-108,2008.

SAPP R SEILER, R. E.The relationship
between long-range planning and
financial performance of the US.
commercial banks. Managerial
Planning, [S. 1], v. 30, n. 2, p. 32-
36, 1981.

SCHWENK, C.; SHRADER, C. Effects
of formal strategic planning on fi-
nancial performance in small firms:
A meta-analysis, Entrepreneur-
ship Theory and Practice, [S.
L.}, v.17,n.3,p. 53-64, 1993.

SHEA-VAN FOSSEN, R.;ROTHSTEIN,

MARCELA NEVES, JORGE CARNEIRO

H.; KORN, H. Thirty-Five Years
of Strategic Planning and
Firm Performance Research:
A Meta-Analysis.Working Paper
(Academy of Management Best
Conference Paper), p.1-45,2006.
SULL, D.; ESCOBARI, M. Sucesso
Made in Brasil: os segredos das
empresas brasileiras
certo. Sao Paulo: Campus, 2004.
THUNE, S.; HOUSE, R. Where
long-range planning pays off: Find-
ings of a survey of formal and in-
formal planners. Business Hori-
zons, [S.1.], 13(4), 81-87, 1970.
WHITEHEAD, D.; GUP, B. Bank and
thrift probability: does strategic
planning really pay? Economic Re-
view (Federal Reserve Bank of At-
lanta), [S.I.],v. 70 p. [4-25,Oct. 1985.
WOOD, D.; LAFORGE, R.The impact
of comprehensive planning on fi-
nancial performance. Academy
of Management Journal, [S. 1],
v.22,p.516-26, 1979.

que dao

R. Adm. FACES Journal Belo Horizonte v. 12 n. 3 p. 00-00 jul./set. 2013. ISSN 1984-6975 (online). ISSN 1517-8900 (Impressa) 133



