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PROLOGUE 
With many of the uncertainties facing the distribution and 
provision of pharmacy and other health care services, future 
managers must understand the importance of conducting 
the strategic planning process. The purpose of this article is 
to provide an overview of strategic planning and the steps of 
the strategic planning process for organizations in the phar-
maceutical distribution system. Each step of the process is 
described with examples related to the various organizations 
in the distribution system, including pharmaceutical manu-
facturers, wholesalers, community and institutional pharma-
cies. The process discussed can be applied to any organiza-
tion in the system, regardless of the type or size of organiza-
tion. 

INTRODUCTION 
Strategic planning has become imperative for all organiza-
tions in the pharmaceutical distribution system. Current 
changes in reimbursement mechanisms and the unknowns 
associated with health care reform have forced managers of 
pharmaceutical manufacturers, wholesalers, and commu-
nity and institutional pharmacies to strategically plan for the 
future. Government agencies and third party payers expect 
the provision of pharmaceutical products and services to be 
cost-effective, keeping costs to a minimum and demanding 
excellence in patient care. 

BACKGROUND 
In the early discussions of strategy, the term referred to 
statements, plans or actions, and their components, as well as 
the process leading to their formation. One of the first

definitions of strategy, provided by Chandler (1), actually 
described a process and gave little indication of the content 
of strategies. He defined strategy as: 

“the determination of the basic long-term goals and 
objectives of an enterprise, and the adoption of the 
courses of action and the allocation of resources 
necessary for carrying out these goals.” 

While many of the early definitions of strategy referred 
to a process, recent authors have termed the process “stra-
tegic planning”. Ginter and White (2) define strategic plan-
ning as “the process by which decisions are made that are 
intended to guide the long-range behaviors of the organiza-
tion.” The process has also been conceptualized to a greater 
extent by specifying a chronological sequence of steps an 
organization should follow. Table I provides the steps in-
volved in this process, as offered by four authors(3-6) Al-
though each sequence of steps is different, many of the 
specific steps are similar and one step in some models may 
include more than one of the steps in another model. 

Birdwell(7) identified six steps commonly associated 
with the design and implementation of the strategic plan-
ning process: (i) specification of goals and objectives; (ii) 
identification of threats/opportunities and strengths/weak-
nesses; (iii) generation of strategy alternatives; (iv) evalua-
tion of strategy alternatives; (v) strategy selection and imple-
mentation; and (vi) monitoring and feedback. It must also 
be noted that not all planning can be considered strategic 
planning and differences have been described between stra- 
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Table I. Suggested steps of the strategic planning 
process 
Schendel 
and Hofera Armstrongb Pathakc 

Nutt and 
Backoffd 

Goal 
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Specify 
objectives 

Specify 
objectives 

Historical 
context 
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analysis 

Generate 
strategies 

Strategic fit 
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Situational 
analysis 

Strategy 
formulation 

Evaluate 
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Search for 
strategies 

Strategic issue 
agenda 

Strategy 
implementation 

Monitor 
results 

Strategy 
selection 

Strategic 
options 

Strategic control  Marketing 
plan and 
proper design 

Feasibility 
assessment 

  Annual planning 
and budgeting 

Implementation 

aSeeref3.b See ref 4 c See ref 5.d See ref 6. 

tegic planning, policy planning and project planning(8). The 
remainder of this article describes the process by which 
organizations in the pharmaceutical distribution system can 
strategically plan to enhance their performance. 

SPECIFICATION OF GOALS AND OBJECTIVES 
The first step in the strategic planning process involves 
defining the organization’s mission and then specifying the 
goals and objectives that management would like to achieve. 
The mission of the organization should be stated in terms of 
meeting a need rather than the producing or supplying a 
product or service. Managers should ask the question “What 
business are we in?” and then identify their consumer group, 
consumer needs, and the technological dimensions 
required to meet these needs(5). Organizational goal 
statements define consumer and market needs more 
specifically at both the corporate and departmental levels, 
while objectives are even more specific, being 
measurable, realistic, and time-oriented. The mission, 
goals and objectives should be written, documented and 
explicit. Table II provides an example of a mission, goal 
and objective for a hospital pharmacy department. (Similar 
examples for other organizations can be developed for use 
as classroom examples.) 

Also included in this first step, as indicated earlier, is an 
analysis of the consumers, or stakeholders, of the organiza-
tion. Stakeholders are those individuals that may be affected 
by the results of the strategic planning process. For example, 
the stakeholders of a pharmaceutical manufacturer may 
include patients (actual consumers of the drug), physicians 
(decision-makers), pharmacies, wholesalers, third party 
payer, and stockholders. Understanding who the 
stakeholders are allows for a much better determination of 
the mission, goals, and objectives of the organization. 

INTERNAL AND EXTERNAL ASSESSMENT 

The second step ion the strategic planning process, the 
assessment of the internal and external environments, has 
also been termed environmental or situational analysis. This 
step involves identifying the strengths and weaknesses of 
the organization and threats and opportunities facing the 
organization. Murray(9) suggests that while a firm may

Table II. Example of a mission, goal and objective for 
a hospital pharmacy department 
Mission Statement To provide the appropriate mix of pharma-
ceutical serves that are of the highest quality and cost-
effective. 
 

Goal Statement 
To monitor drug use by patients, assuring appropriate and 
rational drug therapy. 
 

Objective Statement 
To implement a drug use review program within the next six 
months. 
 

choose a strategy to address current industry situations, the 
viability of a chosen strategy will be determined by the 
dynamics of industry characteristics. Therefore, an exhaus-
tive examination of the environment is crucial in the design, 
selection and implementation of appropriate strategies. 

The identification of the strengths and weaknesses of an 
organization (internal assessment) includes an evaluation 
of: (i) the current level of services or product lines; (ii) 
strengths and weaknesses of current personnel and any 
discrepancies in current personnel and what is needed; (iii) 
financial resources and budgetary constraints; and (iv) cur-
rent physical facilities and technology. The strengths and 
weaknesses of organizations in the pharmaceutical distribu-
tion system are varied, depending on the type of organiza-
tion (e.g., community vs. hospital pharmacies) and differ 
among organizations of the same type. However, strengths 
of the pharmaceutical distribution system, in general, in-
clude the research, development and distribution of cost-
effective therapies and the provision of these products and 
associated services by individuals with the expertise needed 
to assure the appropriate use of the products. 

The external assessment, or identification of threats and 
opportunities facing the organization, includes an 
evaluation of consumers, the competitive environment, 
and the macroenvironment. Assessment of consumers 
involves determining the current market that consists of all 
persons that have an actual or potential interest in, or 
impact on, the organization. Trends associated with the 
current market of consumers must also be addressed 
including changing demographics and the changing needs 
of the stakeholders of the organization. One example of 
the changing consumer groups involves both 
pharmaceutical manufacturers and wholesalers. Typically, 
the consumer groups of these organizations have been 
community and hospital pharmacies. However, this is 
changing with the advent of alternative delivery systems, 
including managed health care organizations and mail 
order pharmacies. 

The competitive environmental analysis involves the 
consideration of current or future alternatives in the devel-
opment and distribution of pharmaceutical products or 
services by competitors. Determination of these competitors is 
important, as these competitors may not be those 
organizations commonly considered. For example, as new 
biotechnological products enter the marketplace, other health 
care professionals may perceive the distribution of these 
products in their realm of service, rather than being provided 
by pharmacists. Other examples include the increased use of 
automation and robotics by competitors, changing pricing 
policies, and the formation of purchasing groups. 
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The most uncontrollable forces facing organizations in 
the pharmaceutical distribution system are associated with 
the macroenvironment. These forces include government 
regulation and intervention, as well as economic factors. 
Economic factors include current inflation and interest 
rates, which must be considered in any evaluation and 
selection of strategies, especially those strategies surround-
ing new ventures and investments. Government interven-
tion is increasing, including regulation regarding reimburse-
ment to distributors of pharmaceutical products, possible 
pricing controls and mandatory rebates, patient counseling, 
and utilization review programs. 

GENERATION OF STRATEGY ALTERNATIVES 
Once the internal and external assessment is complete, the 
next step is to generate strategy alternatives. A strategy may 
include opportunities, objectives, values, obligations, re-
source deployments, constraints, and policies and proce-
dures. The organization should consider all possible alterna-
tives, not only the most feasible. Consideration of alterna-
tives that are not feasible helps in the identification of 
strengths in those alternatives that are feasible. This genera-
tion of strategies should also include current strategies and 
maintaining the status quo. 

The trends facing the pharmaceutical distribution sys-
tem discussed earlier help to identify possible strategies for 
the organizations in the system. Pharmaceutical manufac-
turers may generate strategies based on research and devel-
opment of medical breakthroughs, new marketing tech-
niques to improve quality of care, and formation of collabo-
rative programs with managed health care organizations. 
Wholesalers may consider offering more services to current 
customers, negotiation of prime vendor contracts and in-
creased distribution of generic pharmaceutical and over-
the-counter products. Possible strategies for both commu-
nity and hospital pharmacies include improved documenta-
tion of pharmaceutical services in an effort to justify reim-
bursement by third party payers, increased use of technol-
ogy (computerization, automation, robotics) and public 
relations programs to educate the public regarding the 
mission of pharmacy practice. 

EVALUATION OF STRATEGY ALTERNATIVES 
After all possible strategy alternatives have been generated, 
the organization then must thoroughly evaluate each alter-
native. Evaluation of the strategies includes making sure an 
alternative “meshes” with the environmental constraints, 
both internal and external, as well as the mission, goals and 
objectives identified in the first step of the strategic planning 
process. Much of the success of the strategic planning pro-
cess depends on the extent of the evaluation of each alterna-
tive. Again, it is tempting to choose only the most feasible 
alternatives, but evaluation of alternatives that are not 
feasible may provide valuable insight into those alternatives 
that will produce improved performance and success. 

STRATEGY SELECTION AND IMPLEMENTATION 

The next step in the strategic planning process following the 
evaluation of all alternatives is the selection and implemen-
tation of appropriate strategies. The activities involved in 
this step may actually be termed “program” or “project” 
planning. The organization chooses those strategies that 
hopefully will lead to success and improved performance,

and then decisions are made as to how the strategy will be 
implemented. One useful model that can be used for imple-
mentation of new products or services is the four “P’s” of 
marketing: product/service, price, promotion, and place(10). 

Using this model the organization must first determine 
what product or service will be offered. This includes the 
quality and associated features of the product or service. 
Examples include any warranties, labeling, and brand marks 
for specific pharmaceutical products and guarantees regard-
ing the quality of specific services. The price of the product/ 
service must also be determined. This decision should in-
clude an evaluation the costs to the organization to produce 
the product or provide the service and then a price calcu-
lated which will be the charge to consumers (if there will be 
any charge). It is also important to consider promotional 
and educational activities to inform all stakeholders of the 
organization of any new products an d services. Finally, the 
last “P”, place, involves decisions surrounding the actual 
delivery of the product or service to the consumer, including 
personnel involved and all supplies or other inventory 
needed. 

MONITORING AND FEEDBACK 
The final step in the strategic planning process is the moni-
toring and feedback associated with the strategies that have 
been implemented. This step is similar to the second step, as it 
involves both an internal and external assessment of the 
environment. Evaluation of the internal environment in-
cludes monitoring of actual results of the strategy, differ-
ences between actual and expected results and any changes 
that have occurred in the organization’s capabilities. 

The external assessment includes an evaluation of 
changes in the macroenvironment, changes in competitors’ 
capabilities, new actions by competitors and any changes in 
stakeholders. The information gained from the internal and 
external assessments can be used to make changes in the 
current operations of an organization, or may be used to 
begin a new strategic planning process. 

ORGANIZATION SIZE 
The size of an organization may play an important role in 
determining the level of planning and the types of strategies 
adopted. Much of the research in the planning area does not 
consider size as a variable because the samples of these 
studies consist of only large organizations, e.g. Fortune 500 
firms. Studies have shown that economies of scale may 
restrict the strategic options available to any organization and 
due to the size of the organization, larger firms are more able 
to engage in strategies of greater risk compared to smaller 
organizations(11). Planning by smaller firms may also be 
based on the perceptions, experiences and speculations of the 
owner. These individuals are usually faced with minimal 
time, resources and skills to engage in a sophisticated 
planning process(12). Prescriptive literature suggests that 
small firms should use management principles applicable to 
large organizations, only on a smaller scale(13, 14). However, 
studies in small business planning have, found that goal 
setting and decision-making involved with planning are the 
most difficult for managers of small businesses and most 
small organizations are not engaging in any planning 
process(15-17). While size and structure of the organizations 
in the pharmaceutical distribution system vary, it is important 
that all organizations in the system, regardless of size, con-
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sider conducting the strategic planning process on a regular 
basis. 

CONCLUSION 
The purpose of this article was to provide the reader with an 
understanding of each step involved in the strategic plan-
ning process and the importance of completing each step. 
These steps are described for the pharmaceutical distribu-
tion system, however, the same steps can be used for any 
organization, at the corporate or departmental levels. While 
several examples have been provided throughout the dis-
cussion, many other examples are also appropriate and 
could have been discussed. It was beyond the scope of this 
paper to describe all possible threats, opportunities and 
strategies for the organizations in the pharmaceutical distri-
bution system. It is hoped that the reader has gained an 
appreciation for the time required to engage in, and com-
plete, the entire strategic planning process. Appropriately 
conducting the strategic planning process may help to en-
sure future success and performance of the organizations in 
this system. 
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