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ABSTRACT  

Strategic planning has been largely regarded as a significant management process that is able to assist organizations in stating 

the long term objectives, allocation and imposing changes that take place in business environments. The paper is a qualitative 

research, as discussed due to the influence of strategic planning on the performance of the firms; it is grounded on financial, 

operational, and competition performance. This paper justifies the use of the statistical approach, such as correlation and 

regression analysis, due to the fact that the second data in the study will be gathered through structured questionnaires of 

selected companies, which will be used to analyze the association between practices of strategic planning and the indicators 

of organizational performance. The findings indicate that formal strategic planning is strongly, positively connected to the 

performance of the firm and this substantiates the argument that the company with clear vision, mission, environmental 

scanning, and the mechanisms of implementation clearly are doing well in comparison with the firms with bad or weak 

planning processes. The study also adds that strategic planning enhances the quality of the decision making process, 

efficiency of the operations and sustainability. The results may benefit the current literature by providing empirical evidence 

of the efficiency of strategic planning as a performance-boosting tool and translate to some practical value to the managers, 

who are willing to enhance the organizational outcomes through the use of systematic planning techniques  

Keywords: Strategic Planning; Firm Performance; Organizational Performance; Business Strategy; Competitive 

Advantage; Empirical Analysis 

1. INTRODUCTION 

Strategic planning is even coming to be rated among the pillars of the modern management practice as it enables the 

organization to ride the waves of uncertainty, become more competitive and performance sustainable in the fast changing 

and uncertain business environment. As never during the period of globalization, and the period of technological turmoil and 

an increased competitive pressure on the market, firms can no longer afford to simply make decisions regarding their 

operation or their managerial intuition by short-term decisions. Rather, strategic planning has gone to be premeditated and 

planned to align the organizational goals to the external environmental factors and internal strengths. The strategic planning 

will involve creating the vision and the mission of an organization, the analysis of the strengths and weaknesses of the 

organization, the analysis of the external threats and other opportunities, and the subsequent formulation of regular plans, 

which may be employed to achieve the long term goals. Strategic planning also commits to the firms planning on any 

challenges that might be encountered ahead, effective utilization of their resources as well as being active in responding to 

the changes taking place around them, this in turn impacts on the performance of the entire firm. 

Firm performance is multi dimensional notion that demonstrates the extent to which an organization is effective in meeting 

their financial goals and operational and strategic goals. Performance in the traditional sense has been gauged in a financial 

platform of profitability, sales and investment growth but in the current generation research, non-financial performance 

measures such as market share, consumer satisfaction, innovation possibilities and efficiency in operations have been 

included. It is the synthesis of these elements of performance which is more relevant in the present competitive arena in 

which long-term success is determined by not just short-term financial performance but also ability of the company to 

establish sustainable competitive advantage. The degree of planning is highly essential in this respect. 
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and assists organizations to possess clear priorities, benchmarks their performance and follow the path that they have attained 

the goals accomplished. Firms, which subscribe to formal and systematic planning, are better equipped to co-ordinate the 

other departments, reduce the level of uncertainty as well as they may also improve the overall performance of the organizing 

firm. 

The subject of strategic planning is widely accepted as a viable instrument in the managerial realm, but the results on its 

impact in the performance of the firms are not always coherent and can be deemed inconclusive. Though certain studies have 

found that there is a positive relationship between strategic planning and performance outputs, there are others that show that 

performance of the planning is deliberated depending on the contextual factors which are size of the firm, industry 

environment, environmental turbulence as well as managerial competence. Perhaps, inflexibility in the planning processes 

can also restrict the flexibility and innovativeness of organizations in dynamic and uncertain settings. These conflicting 

findings suggest the relevance of empirical studies on the same to generate a better understanding of how and under what 

conditions strategic planning may result in improved firm performance. Also, much of the literature that has been generated 

has been centered on the developed economies, and there has been relative void on empirical evidence between countries in 

the emerging and developing markets, and firms in the and emerging markets, which typically face their own institutional, 

economic, and competitive factors. 

In the setting that is the environment of emerging economies, strategic planning will be increasingly important due to the 

swift movement of the market, inaccessibility of resources, as well as the growth of the sphere of regulation. To cope with 

the intense competition, technological and consumer preference shifts among others, companies conducting business within 

such environments must keep on changing their tactics. An effective strategic planning can aid organizations in seeking 

venues of growth, lessening risks and make organizations more resilient towards uncertainties. However, informal or one-

off planning is also observed in most of the firms (particularly those that are small and medium-size), and may inhibit their 

ability to come up with continuous enhancement in performance. Conceptualizing of the relationship between strategic 

planning practices and firm performance may therefore provide meaningful databank to managers and other policy makers 

interested in maximizing the organizational potentialities and promoting the sustainability of the business growth. 

This paper will also focus on assessing the impact of strategic planning on the performance of firms through an empirical 

evaluation of the extent to which firm is orientation to formal planning processes on the key performance indicators. It is 

believed that the study will possess the preferred interrelationship between the planning processes and organizational results 

through not only addressing the core elements of strategic planning such as the formulation of goals, the environmental 

analysis, strategy implementation and the assessment of performance. The article contributes to the body of literature because 

it provided empirical research findings on the strategic planning-performance nexus besides bridging gaps in literature in 

understanding contextual and organizational issues. In addition to this, the findings of the study should have certain practical 

consequences in managers to suggest the role of adopting organized and methodological strategic planning strategies to 

enhance the performance of the firms, quality of decisions and long-term competitive advantage. 

2. LITERATURE REVIEW 

Strategic planning has been embraced as a significant variable that would clearly state the success of firms as it is a rational 

means of assisting the organisations to coordinate the resources, forecast the future and achieve long-term objectives. 

According to the research conducted by Rowe (2001), strategic leadership plays an important role in the process of the 

creation of organizational wealth and that the strategy formulation and implementation directly influence the competitiveness 

and sustainability of the company. Similarly, as it is observed, Thompson, Strickland, and Gamble (2007) observe that 

encapsulation and execution of strategy is not an object identification process nor is a process that takes into consideration 

organizational capabilities and market opportunities with a view of achieving better performance outcomes. 

Empirical studies that have been carried out in various contexts have examined the relationship between strategic planning 

and the performance of the firm. In an analysis conducted by Richardson (1986) a sample of U.S. business was analyzed and 

discovered that there was a positive correlation between the formal processes of strategic planning and financial performance 

and therefore the formal planning processes are related with good performance when compared to ad hoc strategies. This 

was projected down to micro, small and medium sized enterprises (Skokan, Pawliczek and Piszczur 2013) in which they 

used that formalized planning actually leads to growth, efficiencies in operations as well as competitiveness even in smaller 

businesses. Based on the service industries such as electricity distribution organization in Oman, Rajasekar (2014) discovered 

that the success of implementing the strategies depends on a limited number of factors: the organizational structure, the 

organizational leadership, and the participation of the staff, and highlighted organizational context and human resources in 

the success of strategic planning. 

Another field is human resource and knowledge management role in which considerable amounts of literature has addressed 

the strategic planning-performance nexus. The study authors (Safari, Karimian, and Khosravi, 2014) applied both the 

methods of multi-attribute decision-making (MADM) and fuzzy to identify the HR parameters that influence the 

organizational performance considering that competencies and the involvement of employees can be relevant to the 
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organization in relation to its actual outputs. On top of the arguments by Singh, Kant, and Narain (2008) and Ali et al. (2012) 

came the argument that efficient knowledge management practices cause organizational learning, innovation and 

responsiveness and hence strengthen the relation between planning and performance. Since Starbuck (1992) indicated the 

concept of learning by knowledge-intensive firms, one may observe that those companies, who regularly introduce, spread 

and utilize knowledge, are better placed to implement strategic initiatives successfully. 

The organizational culture and inter-organizational processes can also influence strategic planning. Further, Sun (2008) noted 

that, effective realization of strategic initiatives can be achieved due to the good organizational culture that is characterized 

by flexibility, shared vision and active problem-solving. Conversely, Steer (1975) has had an upper hand to identify 

measurement problems in organization effectiveness where, performance outcomes not only depend on the basis of strategy 

formation, but it also focuses on the extent to which the strategic goals, operational processes and assessing measures have 

been aligned. The tools and planning structures of strategies in this instance therefore are an enabler to systematic 

implementations. As observed by Strategic Direction (2019), the use of strategy tools in SMEs has been upward and their 

applicability has been pegged on their success in guiding the process of decision-making, assessing progress and providing 

strategic focus. 

Consistently, the new research publication has revealed a tendency on shifts towards mixed method of research to encompass 

the qualitative and quantitative of strategic planning and performance. Tashakkori and Teddlie (1998), and Tashakkori and 

Creswell (2007), embrace the notion of utilizing both qualitative and quantitative data that will give an overview picture of 

what is happening in an organization. Such an approach can also enable the researchers to take into account the contextual 

peculiarities, interactions of leaders, and organizational culture and quantify the indicators of performance, simultaneously. 

In strategic planning, other studies have also put much focus on sector specifications. Smith (1998) discussed the issue of 

start-ups with the focus on the deficits of available resources and the uncertainty of the market, whereas Rajasekar (2014) 

focused on the service industries where the degree of customer demands and regulatory situation shapes the strategy 

execution. The combination of these sources suggests that despite the agreement on the point that strategic planning is a very 

influential factor on the performance of the firms, the usefulness of the planning mechanism is relative to the circumstances 

within the firms, human capital and knowledge management practice as well as consistency between the strategic purpose 

of the companies and performance of the companies in real operation. 

Lastly is the consensus that the value of strategic planning in enhancing the performance of firm has a high degree of 

consensus in the literature but it also points out that such relationship is multidimensional. Implementation of a strategy does 

not only involve sufficient set of structures and designated planning, but also the leadership and employee participation, 

company culture and knowledge management. These lessons provide the base of the empirical studies that are targeted at the 

quantification of the impact of strategic planning on performance of firms and in particular in emerging markets as well as 

in other industries. 

3. OBJECTIVES OF THE STUDY  

To examine the relationship between strategic planning and firm performance. 

To analyze the impact of strategic planning on financial performance of firms. 

To assess the effect of strategic planning on operational efficiency and competitiveness. 

Hypothesis (H₁): Strategic planning has a positive and significant impact on the financial performance of firms. 

Null Hypothesis (H₀): Strategic planning has no significant impact on the financial performance of firms. 

Research methodology  

The modern research paper is premised on the quantitative research methodology that seeks to conduct empirical research 

on the impact of strategic planning to the performance of firms. The study research design is both descriptive and analytical 

and aimed to establish the correlations between strategic planning practices and outcomes of the organization particularly 

financial performance, efficiency of running the organization and competitiveness. Primary data is obtained based on 

structured questionnaire that is administered to the respondents at the level of management and the executive of the different 

firms representing the industries. The questionnaire will indicate vital aspects of strategic planning which include the setting 

of goals, environmental analysis, strategy execution and performance assessment and performance of the firms. Purposive 

sampling technique is also applicable when the researcher seeks to find the result on the participants directly involved into 

the strategy formulation and implementation processes and are appropriate to ensure the pertinence and reliability of the data. 

The statistical instruments and methods that have been used in the study are some descriptive statistics, correlation analysis, 

and regression analysis to establish the strength and the direction of association between strategic planning variables and 

performance outcomes. The reliability and validity of the tests like Cronbachs alpha and factor analysis is also carried out to 

ensure the strength of the tools of measurement. One such methodology may provide a methodical exploration of such 

strategies and performance of firms in terms of systematic strategic planning and may provide empirical judgments in the 
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process of managerial decision-making and policy formulation. 

Table 1: Descriptive Statistics of Strategic Planning and Financial Performance 

Variable N Mean Standard Deviation (SD) Minimum Maximum 

Strategic Planning (SP) 100 4.12 0.58 2.50 5.00 

Financial Performance (FP) 100 3.85 0.72 2.00 5.00 

 

The conclusion of the data collected analysis indicates that there is a close correlation between strategic planning and the 

financial performance of the firms. Descriptive statistics show that respondents inclination to estimate the practices of 

strategic planning, i. e. formulation of goals, environmental scanning, strategy implementation and performance evaluation 

are middle to highly effective ones and the means are above the middle of the Likert scale. Correlation analysis demonstrates 

that, strategic planning and financial performance is positively correlated and this implies that companies that have high 

degrees of planning that is well organized and systemized create higher levels of profitability, revenue growth and higher 

returns in investments. More importantly, the regression analysis followed up the result that strategic planning is influential 

in the financial performance whose results imply that variations in the financial performance can be partially explained by 

the quality and rigor of the strategic planning practices. These findings support the research hypothesis (H 1 ) that strategic 

planning plays a positive significant role in the financial performance. Another observation made in the paper is that strategic 

planning plays an essential role in financial performance which other moderating factors of the relationship between the two 

variables such as organizational culture, the commitment of leadership and the dynamics of the market can moderate the 

relationship between planning and other variables connected to managerial and the environment. Generally speaking, the 

study provides good empirical evidence to the effect that structured strategic planning is a significant instrument, which 

enables to enhance the output of the firm and provide sustainable competitive advantage. 

 

Table 2: Correlation Analysis between Strategic Planning and Financial Performance 

Variables Strategic Planning (SP) Financial Performance (FP) 

Strategic Planning (SP) 1 0.682** 

Financial Performance (FP) 0.682** 1 

 

The correlation analysis of relationship between strategic planning and financial performance reveals that there is positive 

correlation between the two with Pearson relationship coefficient of r = 0.682 which is considered statistically significant at 

the 0.01 level. It means that firms which previously were outlined as having vibrant strategic planning processes (goal 

formulation, environmental analysis, strategy implementation, and performance evaluation) were linked to desirable 

financial performance in terms of enhanced profitability, growth in revenue growth, and return on investment. The positive 

correlation is huge and provides some preliminary indication with regard to the initial hypothesis of the research (H 1 ), 

which is that strategic planning has a positive and significant relationship with financial performance. These findings are the 

ones that compel the need to adopt the systematic and structured planning approaches that can aid firms in aligning the 

resources, making good judgments, and responding to the ever changing market environments. Generally speaking, the 

discussion shows that strategic planning is a strategic aspect of financial wealth and a helpful tool of long-term competitive 

advantage. 

4. DISCUSSION 

The findings of this study indicate that there exists a strong positive correlation between the strategic planning and the 

performance of the companies in terms of the financial performance, these findings are consistent with the broader literature, 

which centers on the necessity of the structured planning on the success of the organizations. The fact that the correlation 

coefficient is 0.682, and the p-value is below 0.01 tells that those, where systematic strategic planning is observed, i.e. clear 

goals are defined, thorough environmental analysis is conducted, there is a good implementation and evaluation of the 

strategy etc., are more likely to achieve high financial outcomes, i.e. high levels of profitability, increased revenues and 

increased returns of investment. These results are in accord with the research by Richardson (1986), who discovered that 

there was a positive correlation between formal strategic planning and financial performance of the businesses in the United 
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States, as well as Skokan, Pawliczek, and Piszczur (2013), who focused on highlighting the positive results of planning even 

in micro, small, and medium-sized businesses. 

Strategic planning is another tool of enhancing the quality of decisions and resource allocation which is also emphasized in 

the paper. Envisioning change in the market and aligning the organizational resources with the strategic goals, firms may 

also reduce uncertainty and improve the efficiency of their operations. This confirms the facts of Rowe (2001) and 

Thompson, Strickland and Gamble (2007) who stress that strategic leadership and execution of well developed strategies 

plays a significant role in determining the competitive advantage and wealth creation in an organization. Moreover, the 

findings are in line with those of Rajasekar (2014) who argued that leadership commitment, involvement of employees and 

contextual factors are significant facilitators of successful implementation of the strategy in service sectors. 

The other salient thing that comes out in the discussion is the interactions of strategic planning when compared to the other 

organizational mechanisms. Knowledge management, skills of employees as well as allowing organizational culture may be 

moderating variables which will enable strategic planning in increasing or restraining the impact of this planning on financial 

outcomes. As Safari, Karimian, and Khosravi (2014) and Singh, Kant, and Narain (2008) emphasize, the strategies can be 

easily implemented by those companies that conduct the knowledge-sharing activities quite successfully and possess the 

sophisticated human resource that could turn the planning process into the final outcome of the performance. Similarly in 

this respect, Sun (2008) identifies that adaptative organizational culture strengthens the sustainability of strategic initiatives 

to ensure that plans are not just planned, but put into action in the present, with regard to the surrounding and the center of 

attention in the firm. 

Despite the fact that this study demonstrates the positive purpose of strategic planning, it should be mentioned that the 

association is not fully deterministic. A strategic planning may be converted to the financial performance based on the 

external market environment, industry matters and the firm specific factors. Nevertheless, overwhelming support has been 

given to the notion that detailed planning to be formal, systematic and implemented correctly is significant in improving 

financial performance. 

Lastly, the findings of the paper uphold the literature of strategic management on the assumption that strategic planning is 

among the key processes to enhance the efficiency of firms, which is empirically demonstrated. The research to practitioners 

has revealed that they have to invest in the creation of elaborate planning processes, development of leadership skills, 

engagement of employees and integration of knowledge management practice to reap the financial rewards of strategic 

planning. These lessons provide useful tips to managers who need to be certain about the performance of their organizations 

to enjoy sustainable competitive advantage and competence to respond to dynamic business environment. 

5. CONCLUSION 

The existing study provides the empirical evidence on the existence of a positive and significant impact on strategic planning 

on financial performance of businesses. The analysis has also shown that the more systematic companies practiced strategic 

planning in terms of formulating goals, environmental analysis, implementing the strategic plan, and evaluating the 

performance, the greater profitability, revenue growth, and retained returns on the investment. The findings support the 

hypothesis of the research (H 1 ) and they are related to other previous studies that clarify the importance of the organizational 

structure of planning in attaining organizational success and competitive advantage. 

Other than affirming the good relation, the research paper reveals the leadership and employee engagement, knowledge 

management and organizational culture as paramount to the success of strategic planning. Enterprises that incorporate 

transparent directions and administration commitment, apt human resource and organizational favorable environments are 

in a superior stance of converting strategies to reality in the performance fronts. It highlights the point that strategic planning 

is not the process or rather it is not a routine but it is an active management tool that includes the vision, resources and 

implementation to drive financial and operational success. 

On practical opinion, the research proposes that managers should put greater emphasis on formal strategic planning, always 

monitor the performance and always adapt their strategies to different market conditions. Investment in the development of 

leadership, involvement of employees and knowledge sharing methods can also enhance the performance of the strategic 

planning and the best financial performance. 

In conclusion, the strategic planning has not only been declared as one of the essential elements that determine the 

performance of firms, providing them with a model to follow or way to their long term existence. The study aligns with the 

existing body of literature because it presents an accurate empirical evidence of the planning performance nexus and consider 

effectively practitioners who may wish to improve the performance of the organization in the competitive and dynamic 

business environment. 
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