Executive Summary 

The purpose of this report is to critically analyse the application of strategic management in Construction Industry.

The Construction Industry aims to transform the productivity’s sector through innovation and highly skilled workforce.

Construction sector is one of the nationwide industries and the greatest infrastructure projects of our generation. They have an important role to play in achieving their vision set out in the industrial strategy.

SWOT & TOWS analysis focused on the internal & external factors affecting the industry.  Potential corporate level strategic directions will be taken, and Ansoff’s Matrix will be considered for the strategic development and sustainability in the global competitive market.

This report concludes with implication of the options taken and recommendations made.
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Introduction
Strategic Management is vital to any organisation especially the Construction Industry where they have diverse and various broad markets. The industry does design, maintenance of buildings and infrastructure assets. They work in changing environment with diverse competition, and they are always stability threat to the organisation.

The essay will critically evaluate potential corporate level of strategic direction, analysing their SWOT framework and providing appropriate recommendations.
Construction Industry’s Mission and Vision
The mission is a public statement which a company sets out its vision in relation to how to satisfy its customer. The motivation for forming a Construction company is by adapting modern management and execute strategies by providing cost effective, reliable and swift services in the industry. Strategic goals are described as the key business as they have critical success. Companies tend to make goals and objectives plain to employees to motivate them so that they can reach their target as well as their desired performance.
The vision of the company is to be the leader of construction industry. According to Fellows et al., (2002), the organisation should develop a specific, challenging and authority vision. Regardless of how, Kay (1996) states that “vision and mission are indicative of a ‘wish-driven strategy’ which fails to recognise the limits that is possible given limited resources for the organisation” (Cited in Boddy and Paton, 1998, P326). Peter arguments is more applicable to construction industry where they are frequently driven by the vision of a vital leader during the early years of the company’s establishment and in the period of rapid growth. Mission & Vision of O’Keefe Construction is a good example of Peter’s argument. 
Considering the Company’s mission and vision, the strategist management process by analysing the internal and external environment to forecast the future of the company accordingly.
Strategy Concept

Strategic Management is a must to any organisation especially in Construction Industry where there is rapid change in environment with difficult competition and surprises which may perform serious threat to organisation stability.
According to Ansoff (1985), Strategic Management is the systematic approach to position and relate a company to its environment and make it possible for success and secured it from surprises. Cole (1997) argued that Strategic Management is concerned with setting the company’s aims, goals and achieving them over time. Strategy acts as’ a guiding map for the organisation to achieve for development and growth. Strategic Management has lots of ambiguities and complications when approached or developed. Hamel (1998) supported this argument by stating that ‘Anyone who claims to be a strategist should be intensely embarrassed by the act that the strategy industry doesn’t have a theory of strategy creation’ Hamel, 1998, p 10).

Strategy Approach
There are widely used approaches which is efficient in thinking strategically. Whittington (2001), states that there are four basic approaches: Classical, Processual, Systematic and Evolutionary which have different views about strategy.
In Classical Approach, the strategy is rational in calculation and analysis to maximize in long term advantages. According to many scholars, they argued that classical approach is not applicable anymore because the classical theory has no mechanism for strategy creation and doesn’t it the dynamic environments. 

Evolutionary Approach
According to (Cuizon, 2009), Competition is not overcome by detached calculation and analysis but by constant struggle for survival. All successful strategies came out as the process of natural selection. Whittington (2001), states that it is the market not the managers which makes important choices. This approach considers market unpredictable to plan for long term strategies but agrees with the classical approach objective in profit maximizing. 
Processual Approach

There is similarity between Processual and Evolutionary approach because it doubts the value of rational long-term planning but does agree in leaving the profit –maximizing outcomes to the market (Cuizon, 2009). According to Whittington, (2001), Processual Approach is the strategy in the beginning process of learning and adaptation.

Systematic Approach

This approach has relative position and believes the organisation can plan and act effectively.  It is less gloomy than Processual approach in relation to people’s capacity to carry out rational plans of action and much more hopeful than Evolutionary approach regardless of market forces (Whittington, 2001). This approach argues that the strategy must be structured efficiently to understand the firm’s environment in the sense that there is no separation between economic and social factors to ensure success.
When compared Whittington four approaches, Mintzberg, (1990) present and classify strategy into ten detriments. These detriments are categorized in practitioner-focused and prescriptive or research–focused and descriptive. Descriptive is more about how strategy arises and Prescriptive tends to deal with analysis process (Mintzberg e al, 1998). 
SWOT Analysis of the Construction Industry 
According to (Kotler et al., 2003), SWOT analyses is the internal & external factors affecting the company and the performance in the market. SWOT analysis can help in the formulation of strategy of an organisation.

Strength

Key Sector to UK Economy

About 3 million jobs are based in construction and 7% of UK’s value added.

Wider Economic Significance

Construction Industry maintains and builds workplaces to enable businesses to flourish and the economic infrastructure underpinning the economy by providing schools homes and hospitals.

Large Supply Chain

Construction spending tends to stay within the UK supply chain. About £124 billion of immediate consumption all sources within the UK.

World Class Design Skills 

BREEAM has an international recognised standard in architectural designing and civil designing.

Low Entry Cost and Low Capital

It enables access to the market and promotes competition in the industry by small firms.
Porter, (1980), brought up different models. He argues that a company’s strength falls into two heading Cost and Differentiation. When applying the strength with a broad scope, three generic strategies are generated. These models guide the organisation in making choices of strategies that is to choose whether to differentiate or keep prices lower than its competitors. 
Weaknesses

Sector Integration

There is high reliance on sub-contracting and vertical integration in the supply chain and it is low. Lack of integration leads to fracture between design and construction management. The execution leading to loss of opportunities to innovate can also lead to fracture between the management of construction. 

Low Levels of Innovation 

The investment of intangible assets and R&D such as new processes like contracting sub-sector are low due to uncertain demand for new goods and limited collaboration.

Lack of Collaboration and Limited knowledge Sharing

Low technology is transferred. Team breaks up and project ends because learning points from projects are based on team.

High Construction Costs 

The use of technology, new materials and innovation will reduce inefficient procurement in comparison to foreign competitors.

Opportunities

Large Growth Opportunities in Emerging Markets

With annual growth of 6% in construction in 2021 will create opportunities for UK companies to expand their exports in both products and high value services.

Low Carbon Construction 

There are substantial opportunities in domestics and foreign markets due to environmental requirements and foreign markets. Construction companies can develop properties for sale using their own capital. It is risky but there are huge profits to be made in developing residential & commercial properties in the economically markets. 

Threats

The biggest threat faced by construction industry is the economy. In times of recession, Brexit and Covid-19 the revenues and profits dive in this type of businesses. 
It is very vital for businesses of this type to manage their expenses carefully. changing in technology is another threat to the industry.
TOWS Analysis of the Construction Industry 
TOWS analysis is a method of strategic analysis which is aim at the study of Threat (T) which are the risks for the company and Opportunities (O) which relates to Weaknesses (W) and Strength (S) the power possessed by the organisation. TOWS is a classic business tool which allows you to analyse the internal environment and plan changes in the external environment through the changes of the analysis. 
Analysis of Construction Corporate Strategy

A framework to define corporate strategy was developed by Cheah and Garvin (2004). Porter, (1985), value chain concept treated activities like human as these strategic fields evolved into disciplines that required planning and execution. 
Porter (1980) analysed the structure of an industry environment in terms of five forces which are Buyers, Suppliers, Potential Competitors, Substitutes and Competitive advantage. The most important forces which shape the market environment is the Competitive Advantage.

Porter argued that a firm’s strength fall in whether to keep prices lower than competitors or differentiate the offering to provide higher value when compared with offering of others.

Porter’s Five Forces of Construction

Buyers Bargaining is Strong

There is high quality of information for decision making with construction developers. There are few developers and construction clients compared to many services provided available to deliver project. There has been decline in the developers demand for construction projects and developers can postpone projects until when they can secure lower costs of building. 

Suppliers Bargaining is Weak

Construction materials are readily available from many suppliers and switching costs of QS firms are low. Contractors, sub-Contractors and manufacturers must work together for successful delivery of the project.

Substitutes – Strong

There are new emerging innovative methods and processes within the construction industry that the traditional methods. New consultants may be appointed and low switching costs once a project is complete.

Competitors in the industry is Strong

Construction products are similar and are delivered by means of projects like retail, residential and leisure. There has been a fall in demand for construction projects and they are mostly involved amongst themselves by offering the lowest fees for their services provided to secure clients. 
New Entrants is Weak

Capital Requirements for property development are high. Customers are not loyal; the lowest bid always wins. They are highly risky and filled with uncertainty in the construction industry. Accessed to skilled labour are always difficult.

A framework was design by Ansoff Matrix (1957), in identifying corporate growth opportunities and by also analysing possible growth opportunities based on market and product. Ansoff, identifies four generic growth strategies Market Penetration, Market development, Product Development and Diversification.

Ansoff and Porter have developed different models of strategies which can be used in the development of strategies. According to Ansoff, (1965), he outlined series of analysis that would allow organisation to decide what its strategy would be and how to take important steps. He also presented a matrix that focused on the existing and potential products and markets of an organisation.

A construction developer may have bad experience from buying its products of developing luxury villas while there is opportunity in the developing low-cost villas in the local market. If the developer is strong in marketing, he will go for the choice of developing the low-cost villas.
Corporate Level Strategic Decision
Corporate level strategy labels the entire strategic scope of the company. It shows the broad view of the organisation and includes the decision made by the product or services to compete in the market and in chich region to operate. 
The company will resource allocation process in staffing, cash and other resources are distributed at the corporate level. Corporate level strategy is an action taken to achieve a competitive advantage through the business competing in several product markets. It helps the company to earn above average profits and create value for shareholders. Stability, Expansion, Combination, Merger, Restructure and Diversification are some of the types of corporate level strategies that will identify the business the company should engage in to determine the direction the firm takes to achieve its objectives. 
Brightman et al. (1999) stated that strategic decision making by the project managers looks reactive not proactive because of the sophisticated strategy processes and the short life cycle of projects. Nevertheless, projects to be successful, the firm’s overall vision must be understood by the project manager and site personnel, then the project vision can be developed considering the firm’s vision. The project vision should be motivational, credible and challenging.
Developing & Sustaining the Global Strategy

The Construction industry has been increasing regulations in areas like carbon emissions and waste though they’ve been slow in responding. They are now putting pressure on companies to improve their processes and many clients are taking responsibility in approaches to design and construct. Corporate responsibility is about improving the way that organisations respond to the needs of stakeholders and to ensure the sustainability of their activities.

Construction has a unique characteristic that require typical treatment compared to other firms. For example, 

Implications for Strategic Management Decisions
Mintzberg et al, (1976) defined strategic decisions as a novel complex with decisions made under uncertainty and continuous state of ambiguity. A model of strategic decision process was constructed to show that the strategic decision was complex and dynamic. The structure is described by a matrix comprising of three central phrases, Identification, Development and Selection and these will support decision control, communication and political. 
Woodhead (2000) investigated how large and experienced clients in the UK construction industry arrived at their strategic decisions to build and explained the complex process of the pre-project stage through 12 in-depth case studies drawn from a sample of clients. This complex process was shown with the aid of three decision models, which added layers of details and showed other options such as rent, buy, lease and no-go decisions in the context of the decision to build.
However, the conceptual model of strategic decisions confused reaching a decision with implementing a decision. The identification of the numerous subsequent interrelated decisions becomes difficult (Wilson, 2001). Furthermore, the complexity of the decision process is not well represented in the model if it is applied by construction organisations such as clients. The model does not explicitly identify “dynamic factors” or the “supporting routines” that in the case of strategic decisions were critical issues and as such requires further development.
Recommendations & Conclusion

With various schools and approaches to strategy, there is always demanding need to unify it approach to simplify the understanding of the strategic practice and makes it more feasible and effective in construction industry.

Strategist should understand the business’s strength and environment to remain competitive.  They should also implement innovative measure in adopting a mix of the suitable approaches that will suit the characteristics of construction. The effectiveness of the firm will determine the success and capabilities of the firm by the human resources implementing the strategy.
The main point is to communicate the strategic plans internally and external communication with subcontractors must be aligned as well. The stakeholders and teams should understand the roles they play and the decisions they make in executing a plan. The plans will need to be evaluated and measured to avoid any risks or eliminate uncertainties and how to mitigate the impact of risks if they occur. 
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