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Chapter 1: An Tntroduction to Strategic Management (Let's Make Tt Easy)

“Victorious warriors win first and then go to war, while defeated warriors go to war

first and then seek to win.”

Management External Environment
@?E | |

v Management is the process of planning and organising the Inputs

resources and activities of a business to achieve specific —> Human, Capital, Managerial,
. . . . Technological, Goals
goals in the most effective and efficient manner possible. i
. . . P
v’ {fficiency in management refers to the completion of tasks Planming
correctly and at minimal costs. R

v' {ffectiveness in management relates to the completion of Organizing €

tasks within specg‘ic timelines to yield tangible resulls.

Functions

Staffing B

n
Management

Z0==-D>DNn=2C=2=20nNn

v’ Term Management is used in 2 sense:
1. A Key Group is in-charge of organization’s - Leatling
aﬁ’airs. ® Controlling — -——
s
2. J Set of Tunctions and Processes are carried out Outputs
by the management of the organization. T

Hyundai Motor Unveis Strtcgy 2025

v' The concept of strategy has been borrowed from the

V4

ilitary and ted for use in business. N Lz
—l
Internal External Hvunnnl
cmtes Lt [ e d %ﬁﬁﬁm @ set of stralegies to achieve
\/Originated from the word “Strategos”. > Boost profitabifity.
LVVH ] Definition 1 > Enhanced customer value and cost structure
v’ Strategy refers to the > 8ell 670,000 EVs annually.
> ideas,
> plans, > Become top three €V manufacturer by 2025
> action and > Offer most new models with EV drivetrain by
> support . . , .
v that firms employ to compete successfutly against 2030 in mgjor markets, 2035 in emerging
their rivals. markets.
' T hetps firms achieve compelitive advantage. > Tvest KRW 611 Trittion into R&D and
future technotogies through 2025,
v' ] long-range blueprint of an organization’s desired: > Target operating margin of 8 percent in

> Tmage: What it wants to be?
> Direction: What it wants to do?
> :Deslinaliomereitwmtogo?

; 99539-22272 otceducation.com
R 0 &=

automotive business.
> & percent market share by 2025.

(&, F “FM-SM with Om’ App
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Vatue Created= Rs. 17,000

CM= Rs. 1,500
=
]
S
3]
a5 Price Qffered = Rs. 16,500
v 2023 Model =
v Muttiple Teatures -
oS
v' nterior S
)
v Exterio -
’ o FM= Rs. 5,000
v' Dimensions ~
v Tuet &fficiency o
V' Suspension
v &ngine & Transmission
v Metal - 48% Cost (Ind. Avg.)= Rs. 10,000
v 2 Year Maintenance
v' 8 Vears Battery Warranty

Vatue Created-= Rs. 18,000

) CM= Rs. 3,000
B -
; =
S
]
N Price Qffered = Rs. 15,000
v 2024 Modet s
WV
V' Muttiple Features ;
v' nterior 3
\/ E ! . ‘v
' &; FU= Rs. 7,000
v' Dimensions @':
v Tuet &fficiency
V' Suspension
v &ngine & Transmission
v Metatl - T4% Cost (Tnd. Jvg.)= Rs. 8,000
v 3+4 Year Maintenance
v' Brand Presence

jc 99539-22272 otceducation.com ‘FM-SM with Om’ App
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Chapter 1: An Tntroduction to Strategic Management (Let's Make Tt Easy)

v Tt allows a firm to gain an edge over rivals when compeling.
v The set of unique features of a company and its products that are perceived by the target market as

signgﬁccmt and superior to the compeﬁiion.

Providing products and services to the customers with more worth (Vatue).

TVatue
v Teature v Technology v Jg”ter-saﬂes services
v' Quality v Availabifity v Marketing
V' Durability v Services v Adv. & Branding
‘Walmart Tnc. CA in 2008’s Recession McDonald’s CA in 2008’s Recession
v Seqlservice Super Market Walmart v Tn 120 countries, 37,000+ outlets.
v Tn1962 by Sam Watton Save money. Live better. v’ 2/3rd revenue comes  from out of VS.
v Sales- 374 Bittion Dollars. v’ Teeds 69 million customers everyday.
v 11000+ stores in 15 countries in 2018 V' Over 1.9 million employees.
v' Over 2 million employees v' Revenue: 22.7 Billion in 2007 to 23.5 in 2008.
v ROTC: 14.5% (813.5 Biltion) v Tncome: 2.4 Billion in 2007 to 4.3 Billion in 2008.
v Competitors: Costco (11.7%) & Target (9.5%) v 60 Million new customers, 650 new outlets.

v' Compelitors: Burger King, KTC, Subway, etc.

Om Trivedi’s Strategy for U

There are two things that exist in business: ‘ﬁ “ ’ 3
v’ Strategy and
v" Innovation, Rest are Cost and Details............

Starlink’s Strategy 2021

v Super-fast internet around the wortd, which beams down from satellites.

v' 8paceX is building an expansive satellite internet network in space catled Startink.
v Iaunched its first batch of Startink sateffites into orbit in May 2019,
v' Jt present: 1,200 working satellites on service.

v Goat: 42,000 sateltites in orbit by mid-2027. o, < )

NS
WORLD DOMINATION!?

v To provide internet to people especially in rural areas without connection.

v Internet access with speeds up to 300 Mbps and 16bps plans with unlimited data for around Rs 3,999 ptus
taxes per month.

v Installation Charges: 37,100/~ (One Time)

{ 99539-22272 Q otceducation.com { 8 F ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

~ QN Om Trivedi's Strategy for V
e V' The key to understand the whole SM syllabus lies in the concept of Competitive Advantage and Value creation
"y and the derivation, “the more value a firm creates the more compelitive advantages it gains.”

v The above Numeric Example of Grand Vitara Brezza and Tata Harrier with McD, Walmart and Startink
establishes the philosophy of strategy, strategic management and the application of value creation and
Competitive Jdvantages.

V' The above examples will hefp you understand this subject in totality.
v Further, it will definitely help you write and present answers according to the expectations of TCA1, Study
Module and the Examiners.

Tntended or Planned Strategy é

v 'Pianatthebegizming. 7hesb‘ategyﬂ1atanorganiza1ionhopes to execute.

émergent Srtegy

v Plan that develops over time. Jn unplanned strategy that arises in response to unexpected environmental changes.

Realized Strategy

v How the plan worked at the end. The strategy that is in fact followed by an organization.

v' Business Plan of Honda Automobiles for Tndian market to increase its market share through direct marketing,
advertising, sales promotions eic. with the help of dealers and showrooms.

v Turther, Honda Automobiles started the use of digital marketing and emergence of social media, dashboards
and social websiles to enhance a marketing plan.

Facebook’s Strategy for U

Tn 2008, Mark Zuckerberg. afler being dumped by his girifriend, " facebook
created a website called “FaceMash” where the attractiveness of /k\ Y M an{

young women could be voted on. This evolved first into an online
social network called “Thefacebook’ that was for Harvard students
only. ‘When the network became extremely popular, it then morphed
into Tacebook, a website open to everyone. Facebook is so pervasive

todayﬂmtithaschangedtheWayWespeak, such as the word friend

ZucRerberg

being used as a verb. Tronically, Tacebook’'s emphasis on connecting .

with existing and new friends is about as different as it coutd be [ ety
from Mark Zuckerberg’s original concept. Tn fact, Mark iy

Zuckerberg’s emergent and realized strategies turned out to be far Strategios
nobler than the intended strategy.

{ 99539-22272 Q otceducation.com { 8 F ‘FM-SM with Om’ App
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Chapter 1: An Tntroduction to Strategic Management (Let's Make Tt Easy)

Strategy is partly proactive and partly reactive

8 Components cy” an ?ﬁective Sb'ategy
-
v v v v v
Proactive Reactive Abandoned Current Actual
Strategy Slrategy Strategy Strategy Strategy

NOKIA

Connecting People

Abandoned strategy
elements

Proactive strategy elements
efc’:izi:zs New initiatives plus ongoing
P ! strategy elements continued | ee— Latest
Know-how f . : _
rom prior periods version of
r:tscurctis, company
rengmn, strategy
Weaknesses
d Adaptive reactions to changin (Actual
Competition circumstances
capabilities
Reactive strategy elements

Question of the Day!

SBQT: 'Yummy Foods and Tasty Foods are successfully competing in the business of ready to eat snacks in
Patna. Yummy has been a pioneer in introducing innovative products. These products will give them good
sale. However, Tasly Foods will introduce similar products in reaction to the products introduced by 'Yummy
Toods taking away the advantage gained by the former.

Discuss the strategic approach of the two companies. Which is superior?

8BQ 2: Ramesh Sharma has fifteen stores selling consumer durables in Dethi Region. Four of these stores
were opened in last three years. He believes in managing strategically and enjoyed signy‘icant sales of
rt_»ﬁ‘igerator, televisions, washing machines, air conditioners and like till four years back. With shgft to the
purchases to online stores, the sales q" his stores came down to about sevenly per cent in last four years.
Jlnaﬂyse the position of Ramesh Sharma considering limitations of strategic management.

'%- Stmplgf'wd Coverage 7’9. No.: 1-8 Question No.: 4,5, 6 & 7 & 11.

(&, F ‘FM-SM with Om’ App

,f’t 99539-22272 9 otceducation.com
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Strategic Management: Booster Charts (Let's Simplify Tt)

!
J ] 0

Strategic management is an ongoing process that: v Proactive: Helps to become more proactive.
v’ &aluates and controls the business and the V' Decision-making: Provides decision-making framework.
industries v' Direction-setting for the company.
v Jssesses its compelitors and sels goals and v Jvoid costly mistakes.
SUW to meet all existing and potential v Competitive Advantages and Core competencies
competitors; and
v Threat: Tdentification
v' Reassesses each strategy to determine how it has . o N
been impt l V' Reputation: Building of the organizations.
v

Tongivity: Hetps to emhance the fongevity of the

, . ] Future Oriented: Prepare the corporation to face the
Strategic management is a process to determine
mission, vision, values, goals, objectives, roles and i,

responsibiwies, timelines, efc. = The ¥
.Menwrys
PD-2 Jwoid and CTRL. Future )

AN

Objectives of SM
v To create competitive advantage. Limitations of SM
v To guide the company successfully through afl v Complex and turbufent environment.
changes in the environment. v Costly process.
v Time-consuming process.
v Competition analysis is a chatfenging task.

V' In depth understanding of the concepts of SM, their benefits and timitations with corporate examples is compulsory,
as the question setter has all the liberty to ask practical and scenario-based questions in this area. You must read
and practice all the study-material and “Mentor Question Bank” questions to cover all the aspects of such questions
and their answers’ presentation.

& 99539-22272 9 otceducation.com { 8 F ‘FM-SM with Om’ App
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Chapter 1: An Tntroduction to Strategic Management (Let's Make Tt Easy)

'V 8, VoLfAS 75”75
21761.25 T
99 1541!58 ‘vv‘ Ul w..;,\

fP "T; 945933.04

TITAN

98100.37 TATA

. comPpaNiEs LisTED LGS
TS IN INDIA 2251658

Strategic TLevels in Organizations

Corporate Level

= ~ CEO,
) AL Board of Directors (BOD),
2 el Senior Executives
e\ 424 g8 )
Co orates Wik
’P Division A
Business Level Division B

Divisional Managers and Staff

l Division C

Functional Level
Functional Managers

v
v v v v v v

'Product 13asket Information ; Research &
Finance
— Systems Development

Human
Resources

Levels of Strategy
Corporie Sy [ Corpnta sy |

Corporate s&a% is the growth design . Cor;glrjtc:engoals v ’Pea.ns and actions .that ﬁrms
q".the.ﬁrm as‘Lt spells out the growth « Philosophy and culture devise to compele in a given
objective the direction, extent, pace and product/market  scope or

Marketing Manufacturing

timing of the firm's growth. Corporate l selting.
level strategy is concerned with:
- v' JAddresses the  question-
v Competitive Contact Business Strategy “How do we compete within
+ Mission an indusby?"

v Reach + Business goals

. _ « Competencies v Strategic  Business  Unit
v JManaging  Activities  and (8BV) (L profit centre)

Business Interrelationships l
i .Wlanagement Practices Functionall Strategy
Information . Research & : . Human
Gsn Finance Sl Marketing Manufacturing Resources

v Strategy related to a single functional operation. Exampﬁe. Human resources, purchasing, product
development, customer service, finance, R&D, ete.
v Strategy at this Level is Tactical in Nature.

‘Pg. No.: 18-22. Question No.: 3, 9, 10 & 12.

& 99539-22272 9 otceducation.com ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

Strategic Tntent (‘Vision-Mission-Goals-Objectives, elc.)

[ ]

Vision represents an TDEA, TMAGCTNATION, DREAM and “Our salon will change the way you think about a haircut.
DNA about: Full service comfort, friendly staff, a relaxing atmosphere,
v What an organization is today? and the best prices in town give you an experience that will
v" What it wants to be tomorrow? leave you glowing both inside and out.”

v' What kind of company it wants to create?
v' Ttis a macro-view of an organization’s phiosophy.
v' Organization’s roadmap to future.

anmples:
Health for atl

v

v Peace on earth A
Being |

j &iaunilionforalt (0)

P .

Strategic Vision is a road map of a company’s future - ‘?W'POS@ of being there.
provl.dmg specifics about ........ v Why the firm exists?
technology and customer focus, v What it does?
/ the geographic and product markets to be pursued, v" How it does?
v the capabilities it plans to develop, and v For whom it does?
v the kind of co that management is trying to v' Ttis an action mode to achieve vision.
create. Jy v' A company’s Mission statement is typically focused on

its present business scope - “who we are and what we

Elements of a strategic vision do”.
v Mission stat : i ..
v Who we are and Where we are now? ston § L eanor.g“ s
. present capabilities, customer focus, activities, and
v 'Wherearewegomg?

v' Clear communication of vision in the organization. L

v .7lccordl.ngto 'PeterIDrucker A mission statement is the
How to Develop a Sirategic ‘Vision?

same as asking the question: What business are we in?’

B Components of a Mission Statement

v Creativity The Memory’s Eye

v Intetligence 27/ Tn CID’s Direction v’ Customers

v Direction Setting v Products or Services

v 8hared 'Vision 7 Technology

www.flipkart.com Vision v Markets CPT then SM in TPCC
Flipkart g  * 'mageqffim

v ?hiiosophy

“We intend to provide our customers with the best
online shopping experience from beginning to end, with v" Concern for employees

a smart, searchable website, easy—to—f(ﬂow v , vps
instructions, clear and secure p hods, and Concern for survivat/growth/profitability

fast, quality delivery. ”

& 99539-22272 9 otceducation.com { 8 F ‘FM-SM with Om’ App
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Chapter 1: An Tntroduction to Strategic Management (Let's Make Tt Easy)

Dell's Mission Statement

Dell’s mission is to be the most succesqﬁtl computer company

in

the world at deiivering the best customer experience in

markets we serve. Tn doing so, Dell will meet customer
e.Xpectalions of:

v
v

v
v
v
v
v
v

v

v
v
v
v
v

'Why should an organisation have a Mission?

v
v

v
v

\

ANEN

' . Simplified Coverage

~& 99539-22272 9

Highest quality
leading technology
Competitive pricing
Individuat and company accountability
Best-in-class service and support
Tlexible customization capability
Superior corporate citizenship
financia stability
Usefut points while writing the Mission

Give the organization its own special identily,
business emphasis and path for development.
Customer groups it is targeting,

Technologies and competencies it uses

Activities it performs to satisfy own needs.

Tndicate the boundaries on business operation

Highty personalized and unique to the organization.

To ensure unanimity of purpose.
A basis, or standard, for allocating organisational

resources.

A basis for motivating the use of the resources.

To establish a general tone or organisational climate.
To serve as a focal point for those who can identify with
the organisation’s purpose and direction.

To facititate the transtation of objective and goals.
Transtation of purposes into goals in such a way that
cost, time, and performance parameters can be
assessed and conirolled.

Goals are outcome statements that

Goals
what an

organization is trying to accomplish, both programmatically
and organizationally.

Walmart

Save money. Live better.

Goat:
20% Turnover Growth

v

Objectives are very precise, time-based, measurable actions
that support the completion of a goal.

Objective 1: 20 New Stores in North
Objective 2: Add 10 New Product-lines

Objective 3: Tntroduce Weekdays Offers

Objective 4: Organize 'Ho&day Bazars
Objective 5: Organize Household quizzes J

Characteristics of Oly'ectives

<\

LA RRR]

Short-term Oly'ectives

v

v

Define the organization's

environment.

Tacititative towards achievement of mission.
Provide the basis for strategic decision-making.
Provide standards for performance appraisaf.
Understandabte.

Concrete and specific.

Related to a time frame.

Measurable and controllable.

relationship ~ with  its

Challengmg.
Correlate with other objectives

Short-term objectives expect accomplishment in a short
period of time.

Planners usually define short-term objectives in relation
toa eong-term oly'ectiw, or oly’edives.

long-tenn Oly'ectives

v

v

Long-term objectives expect accomplishment in a longer
period of time.

Strategic planners commonty establish (long-term
objectives in seven areas:

v ’Prqitabiwy v 'Produclivily

v Compelilive Position v loyee ,’Devetopment

v Employee Relations v Technological leadership
v Public 'Responsibility

'Pg. No.: 11-18 Question No.: 13, 14, 15, 16, 17, 18, 19 & 20.
otceducation.com
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Strategic Management: Booster Charts (Let's Simplify Tt)

Values

v 'Integrily, Trust, ﬂccowltabt&ty

/" Humility,  Tnnovation, and
:Diversay“ Aspirational
v A company’s value sets the tone Values

for how t’le peoPZe QI. ; Where are we going?
behave, especially in situations What do wsaspio (o achiove?

(f dilemma.
v' Tt creates a sense q‘ shared Achievable Mission _@?ﬁcﬂ? e

Motivation, Purpose

purpose to build a strong
Zwmait:;n Q/'ant‘]ile fzoc:fpan;,'; Strategic Objectives —%Ei’_g; e L
success

c S What do we have to do?
. pecific i ’, How do we know?
‘/ 'VuZues have bOth lntel‘nal aS & Tangible Actions & KPI's Actions, Owners, Timeframes,
. . . Resources, Outcomes
well as external implications.

3 major types of networks of relationship between the levels
A. Tunctional and Divisional Relationship:
J v Tt is an independent relationship, where each function or a division is run independently headed by the

function/division head, who is a business level manager, reporting directly to the business head, who is a corporate
level .
Example: Tunctions - Finance, Human Resources, Marketing, etc. & Divisions for a toys manufacturer - kids
toys, teenager toys, etc. could be divisions.
8. Horizontal Relationship:
v' JUL positions, from top management to staff-level employees, are in the same hierarchical position. Tt is a flat
structure where everyone is considered at same level.
v' This Leads to openness and transparency in work culture and focused more on idea sharing and innovation.
v This type of relationship between Levels is more suitable for startups where the need to share ideas with speed is
more desirable.
C. Matrix Relationship:
v Tt features a grid-tike structure of levels in an organisation, with teams formed with people from various
departments that are built for temporary task-based projects.

What do we stand for?
Ethics, Principles, Beliefs

V' In Matrix relationship - there are more than one business tevel managers for each functional level teams.
v Ttis complex for smaller organisations, but extremely usqiui for large organisations.

Question of the Day!

8BQ 3: Mr. Raj has been hired as a CE0 by XVZ ttd a FUCG company that has diversified into affordable
cosmetics. The company intends to launch Teelgood brand of cosmetics. XVZ wishes to enrich the lives of
people with its products that are good for skin and are produced in ecologically beneficial manner using
herbal ingredients. Draft vision and mission statement that may be formulated by Raj.

8BQ ¥: ABC limited is in a wide range of businesses which include apparels, lifestyle products, furniture, real
estate, and electrical products. The company is looking to hire a suitable Chief Executive Officer. Consider yourself
as the HR consultant for ABC timited. You have been assigned the task to enlist the activities invotved with the rote
of the Chief Executive Qfficer.

Name the strategic level that this role bdongs to and enlist the activities associated with it.

;'c 99539-22272 9 otceducation.com { 8 F ‘FM-SM with Om’ App
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STRATEGIC ANALYSIS: .

EXTERNAL ENVIRONMENT

c“APTER “The secret of success in battle lies often not so much in the use of
one’s own strength but in the exploitation of the other side’s
weaknesses” -Jhon Chrigtopher é

CHAPTER QUTLINE ‘

Topic-1 ) Topic-2 ) ( Topic-3 )
Tssues to be Considered
Strategi is or Strategi is PESTLE is

Topic-5 Topic-6
'Understanding Product
| Tnternational Business and Tndus

Porter’s Five Forces
Product life AHidet
Topic-10 Topic-12
=l el
Tndustry | perience Curve | Vatue Creation
Topic-15
'Key TFactors for

Competitive Success
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Strategic Management: Booster Charts (Let's Simplify Tt)
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Chapter 2: Strategic Analysis - External Environment (Let's Make Tt Easy)

v Strategic analysis seeks to determine alternative course
of action that could best enable the firm - to achieve its

Identify
> . Opportunity
- Threats

External
Analysis

mission and olg}'eclives. Evaluation
v Strategic analysis tries to find out: e rent
v How eﬂ’ective has the present str been? . gﬂisslion
. . o « Goals
v How effective will that strategy be in the future? « Strategies - dently

v How effective will the selected alternative strategy be in

the future?

Tssues to be Considered for Slrategic Jlnaiysw

—— « Strength

Analysis + Weakness

Str evolves over a period of
time (Result of a series of small
Decisions)

v’ Strategy is the result of a
series of small decisions
taken over an extended
period of time.

(Balance between the internal

and external factors)
Balance Between
‘Resources, Capabiﬂities,
Competencies, Strengths and
Weaknesses.
And

&vents, Trends, Tnfluences,

Constraints and Opporuudties.

q

Strategie Risk (ﬂnaiyzing risk
involved and consequences
thereon)

v Compelitive markets,
liberalization,  globalization,
booms, recessions,
technoﬁogicai advancements,
inter-country reZalionships,
elc. aﬁect businesses and pose
risk at varying degrees

v An  important aspect of
strategi is is to identifyy
potential imbalances or risks
and assess their consequences.

Time

Short-term

Long-term

External

Strategic Risks

Internal

Errors in interpreting
the environment
cause strategic
failure

Organizational
capacity is unable
to cope up with
strategic demands

Changes in the
environment lead
to obsolescence of
strategy

Inconsistencies
with the strategy
are developed on

account of changes
in internal capacities

and preferences

(&, F ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

Framework of Strategic ﬂnalysls

v Tndustries differ widely in their economic characteristics, compelitive situations, and future profit

prospecis.

V" The economic character of industries also varies.
v' Competitive forces can be moderate in one industry and fierce, even cutthroat, in another.

v 'Industry and competitive conditions dﬁer so much that Zeading companies in unattractive industries
can find it hard to earn respectable profits, while even weak companies in attractive industries can

achieve good performance.

+ Strategic Analysis

External Analysis

Y

Li

Internal Analysis

Micro Analysis
« Customer Analysis

Segments, motivations, unmeet neesds
« Competitor Analysis

Identity, strategic groups, performance,

image, objectives, strategies, culture,
cost structure, strengths, weaknesses.

« Market Analysis
Size, projected growth, profitability,
entry barriers, cost structure, strengths,
weaknesses

Macro Analysis

« Emvironmental Analysis
Technological, government, economic,

cultural, demographic, scenarios,
information-need areas

Performan ca Analysis

Profitability, sales, shareholder value
analysis, customer satisfaction,
product quality, brand associations,
relative cost, new products, employes
capability and performance, product
portfolio analysis

Deaterminates Analysis

Past and current strategies, strategic
problems, organizational capabilities
and constraints, fimancial resources and
constraints, strengths, and weaknesses

Y

Opportunitias, threats, trends,
and strategic, uncertainties

L]

Strategic strengths, weaknesses,
problems, constraints, and
uncertainties

il. Select strategy

Strategy ldentification and Selection
i. Identify strategic alternatives
+  Product-maker investment strategies
+  Functional area strategies
«  Assets, competencies, and synergies

jii. Implement the operating plan
iv. Review strategies

otceducation.com
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Chapter 2: Strategic Analysis - External Environment (Let's Make Tt Easy)

Strategy and Business Environment

Tnteraction between a Business and its

Business Environment |

Enwironment *
v Image Building. v ¥
v Gil)@ :Dwmn fOI’ growth. Internal Environment External Environment
Value System +
: : Mission and
v' Continuous learning. Objectves ¥ }
v Determine Opportwutws and. threats. * (Sjtrr%ac::fraetlonal Micro Environment Macro Environment
v . CO . Corporate Culture . grganization * Ec?gon?if |
Ju@eﬁny« uality of Human ¢ Customers + Political-Lega
mpelulon. geso:!r{ces + Competitors . Technologi?:al
’ + Labour Unions * Market + Global
Wme"wrys 8ye + Physical Resources ¢ Suppliers + Socio-cultural
7:[) CO.M and Technological + Intermediaries + Demographic
Capabilities
PESTLE Analysis
Political Economic
& Political stability & Economy stituation & trends
& Political principles and idealogies © Market and trade cycles
& Current and future taxation policy & Specific industry factors
& Regulatory bodies and processes & Customer/end-user drivers
& Government policies (& Interest and exchange rates
& Government term and change & Inflation and unemployment
& Thrust areas of political leaders & Strength of consumer spending
Social Technological
& Lifestyle trends & Replacement technology/solutions
(& Demographics & Maturity of technology
(& Consumer attitudes and opinions & Manufacturing maturity and capacity
& Brand, company, technology image & Innovation potential
& Consumer buying patterns & Technology access, licensing, patents
& Ethnic/religious factors @ Intellectual property rights and copyrights
(& Mediaviews and perception
Legal Environmental
(& Business and Corporate Laws & Ecological/environmental issues
& Employment Law @ Environmental hazards
& Competition Law & Environmental legislation
& Health & Safety Law & Energy consumption
& International Treaty and Law & Waste disposal

(& Regional Legislation

}c 09539-22272 9
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Strategic Management: Booster Charts (Let's Simplify Tt)

Internationalization of Business
Characteristics of a Global Company Reasons why Companies go Global
v Common Ownership V' The need to grow.
v' Common Pool of Resources V' Rapid shrinking of time and distance across the
v Common Strategy globe.

Domestic markets are no longer adequate.

Steps in Tnternational Strategic Planning v Need for reliable or cheaper source of raw-

v &aluate global opportunities and threats and rate LTS, RGN, B,

them with internal capabilities. v' Reduce high transportation costs.
v Describe the scope of the firm's global commercial v Generate higher sales and better cash flow.

operations.

P v Therise of services.
Create the firm's global business objectives.
v Collapse of international trade barriers.
Develop distinct corporate strategies for the global T
business and whote organization. v’ Strategic alliances.

Tnternational Environment

Assessments of the international environment can be done at three levels:

A. Multinational Environmental Analysis

V' Tdentifying, anticipating, and monitoring significant components of the global environment.

V' Understanding global developments covering economic and other macro elements is important.

v’ Governments may have fiee or interventionist tendencies in economies that needs to be carefully considered.

B. Regional énvironmental Analysis

V' Tn-depth evaluation of the critical factors in a specific geographical area.

v' The emphasis would be on discovering market opportunities for goods, services, or innovations in the chosen
location.

C. Country environmental analysis

v' Country environmental anafysis must take a deeper look at the important environmental factors.

V' Study of economic, legal, political, and cultural dimensions is required for planning to be successful.

V' The analysis must be customized for each of the countries to develop effective market entrance strategies.

Understanding Product and Tndustry
Characteristics of Business Products Advantage of P1C Approach

v Products are either tangible or intangible. v Diagnoses a portfolio of products.
v Product has a price. v’ Jttention is to be paid to declining businesses.
V' Products have certain features. v Jppropriate strategic choices can be made.
v Jproduct is pivotal for business. v wﬂ:mzus&wsses used as sources of cash for
v' Aproduct has a useful life. v Combination of strategies.

Balanced portfolio of businesses.

;'c 99539-22272 9 otceducation.com { 8 F ‘FM-SM with Om’ App
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Chapter 2: Strategic Analysis - External Environment (Let's Make Tt Easy) _

Time
Losses and Product
Tnvestments development| Introduction Growth Maturity  Decline
A.  Tntroduction stage: Tt is with stow sales growth, in which competition is almost negligible, prices are relatively

high, and markets are limited. 7hcgrowthinsates isatatoWerratcbccausc(fatackq”aWareness on the part
cy” customers.

B. Growth stage: Tt is with rapid market acceptance. Tn this stage, the demand expands rapidly, prices falt,
competition increases, and the market e.x’pands. The customer has knowtcdgc about the product and shows
interest in purchasing it.

C. Jl/laluruy stage: Tt is where there is stowdown in growth rate. Tn this stage, the competition gets tough, and the
market gets stabilized. 'Prq‘it comes down because cf stiﬁ” compelition. At this stage, organizations must work to

D. Dectine stage: Tt is with sharp downward drift in sales. The sales and profits fall sharply due to some new
products reptaa’ng the cxlstmg product. 8o, a combination tf slmtcgies can be unptcmentcd to stay in the market
either by diversy‘ication or retrenchment.

Vatue Chain Analysis
w | Administrative Accounting, Financial management, Legal
(-7
:E Human Resource Personnel, Recruitment, Training, Staff planning,
‘o | Management HSE (health, safety and environment)
=T
T | Product&Technology  Product and process design, Production engineering,
S_ Development Market testing, R&D
o
3
1 | Procurement Supplier management, Funding, Sub-contracting, Specification Pmﬁtflargin
Value added
Inbound logistics Operation Outbound Logistics = Sales & Marketing | Servicing less ()
E Receiving and Manufacturing, Finishing goods, Order | Customer Warranty, Cost
-‘E warehousing Packaging, Production | handling, Dispatch, management, Order  Maintenance,
‘-3 materials, control, Delivery, Invoicing taking, Promotion, Education and
=L | Inventory control, Quality control, Sales analysis, Market | training,
E‘ Transportation, Maintenance research Upgrades
g | Scheduling to
E manufacture,
Quality control

,’c 99539-22272
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Strategic Management: Booster Charts (Let's Simplify Tt)

&perience Curve (EC)

v Jddam Smith - 1776
v 'ITworycf.Mass Production

Average
cost
ACT [--eeee k]
acz2|------- - Average cost
Small Large OQutput
firm firm
3A
v
=
3
ie
1
LRAC,
LRAC,,,
o Qat x

7mplications of Experience Curve

v Siani

f
(54

[MICHAEL PORTER
A WD BUSINESS SC)

j’t 09539-22272 9

cost advantage.

v' Business with the highest market share likely to have the best experience.

v' Experience is a key barrier to

v’ External growth might be the best way to do this if a business can acquire
firms with strong experience.

otceducation.com

v' Hermann Ebbinghaus - 1985 /
v’ German ?sychologist

&perience curve shows the
reealionship between produclion
cost and cumulative produclion
quantily.

v Unit costs decline as a firm
accumulates expen'ence in
terms rf a cumulative volume
q‘ production.

v' BCG - 25% Reduction

v' Concorde - Upto 40% Reduction
\ 40% cost reduction

c every time cumulative

/ production doubles

G \—

1X 2X 4X

The more times a task has been
puformd, the (ess time is
required on each subsequent
iteration.

Cost per unit
)
&

Cumulative number
ftan e a3

Michael Porter’s Tive Forces Model

4

Potential entrants

Threat of new entrants

Industry
competitors

Bargaining
power
of =

suppliers

Bargaining

- Suppliers

Rivalry amoeng
existing firms

t

Threat of substitute products or services

Substitutes
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Chapter 2: Strategic Analysis - External Environment (Let's Make Tt Easy)

CVVH ] Michael Porter’s 5 Forces Model

Overalt

Political

The competitive environment is the dynamic system in / lr \
which the business competes.
—_

Environmental

Competitive Environmental Variables- , suppliors —

v' New &Entrants

v SWPPWS Allies 1 Unions

v 3“”” S Direct

v Direct Compelitors Entrants | —— -~ e

v" Indirect Competitors/Potential substitutes o~ comeeTer

v Competition within an industry is determined by its own e I s
particular structure.

v Tndustry structure refers to the interrelationship among — pvers ™~

five different forces that drive the behavior of the firms Feonomic oo
compdgng in that industry. f \ t /

Technological

Factors of Threat from New Entrants

Vatue

v Capital Requirements

@ PATANJALL

v’ Economies of Scale, EC and 1C

v" Product I)Werenlialion

'Profitability Band

@]
v Brand Tdentity Lt
v Switching Costs

v' Distribution Channels

Y Aggressive fation Threat from New Enirants

Firm’s Value Creation Grid

(# % ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)
k1

v 3uya"s 'I\’watedge
v" ‘Purchase Size

v" Product Function

v' Buyer’s Concentration
v’ Product Differentiation
v' Vertical Integration

v Switclu'ng Cost

?rofitabiiity Band

Microsoft

3argai1u'ng Power qf the Supptiers

v" Purchase Size

v" Product Function

v’ Supplier’s Concentration
v’ Product Differentiation
V' Vertical Tntegration

v Switchiug Cost

‘Profitability Band

;’.t 99539-22272 9 otceducation.com
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lenovo.:3

Cost

Bargaining Powers of Buyers
Firm’s Value Creation Grid

Value
N
Customer’s ]
Microsoft

Cost

Bargaining Powers of Suppliers
Firm’s Value Creation Grid
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Chapter 2: Strategic Analysis - External Environment (Let's Make Tt Easy)
0L

I\'SURA.’\CE

.Vaf&w WthU You!

v Real estate, insurance, bonds and Llc
bank deposits for example are clear mer’s
substitutes for common stocks, because L FUJ ’ FI LM
=
they represent allernate ways to invest [
S
funds. & Price
v Digital cell phones currently pose this >
kind of fthreat to (tandline B
o
E Firm’s " 9
h; Margin
|
&
Cost

Threat from Subsututes
Firm’s Value Creation Grid

Threat  from Direct Competitors

v Tndustry Teader

" Mumber of Compelitors lenovo /0.5
v Type of Competition

v' Entry Barrier and Exit Barrier
v Fixed Cost

v" Product I)W'erentialion

?rofitability Band

v 'lndustry Growth Rate

Cost
Threat from Direct Compeﬁtors
Firm’s Vatue Creation Grid
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m Strategic Management: Booster Charts (Let's Simplify Tt)

Competitive Landscape &

v Compelilive landscape is a business analysis which identifies compelitors, either direct or indirect.

v Tt's about identifying and understanding the compelitors

v Tt permits the comprehension tf their vision, mission, core values, niche markel, strengths and
weaknesses.

v Understw:ding of competitive landscape requires an application of “compelitive intelligence”.

Example: Hyundai is a competitive company inside the Automobiles (car) market because they have
achieved constant success every year. This company is based on the development of new strategies that
helps Hyundai to differentiate from the competitors like Honda, Toyota, Suzuki, Ford, G, efc.

Competitor 01 Competitor 02 Competitor 03
Feature 01 ()
Feature 02 (]
Feature 03
Feature 04 @

‘What is Competitive Strategy?

v' Compelitive strategy is designed to
help firms achieve Compeltitive

Advantage.
v A compelitive strategy consists of
moves to:
>  Jltract customers
> Tace Competition
>  Beat Compelilion
> SB'engthen an orga:ﬁzalion’s
market position

Company Strength Industry Opportunities
and Weakness and Threats (Economic
and Technical)

A A
Factors Internal Factors External
to the Company L to the Company
Strategy
Y Y
Personal Values Broader Societal

of the kay — Expectation
Implemanters

Om Trivedi’s Strategy for U

""" v (L and CS is considered as VVH topic among question selters.
v You must read and practice all the study-material and “Mentor Question Bank”.
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Chapter 2: Strategic Jnatysis -

External Environment (Let's Make Tt Easy)

Attractiveness of Tndustry

Tmportant Tactors of Attractiveness of Tndustry Attractiveness Vs. Unattractiveness

V' Growth potential. v Overall profit prospects are above average, the industry
i can be considered attractive & Vice Versa.
v Jdequate profitability.
i Potential entrants make it interesting.
v Competitive forces.
o Unattractive to weak competitors & Vice Versa.
v’ Strategic drivers.
. e If the industry and competitive situation is judged

v (P"W to capitalize on the vulnerabilities of relatively unattractive, more successful industry

compelitors. participants may choose to invest cautiousty.
v Degrees of risk and uncertainty. v 8trong companies may consider diversification into

Severity of probtems confronting the industry. [treaiactce basnesses

Tmportant Tactors of Attractiveness of Tndustry Factors influencing Consumer behaviour
v Marketing External Tnfluences
v Product .ﬂ/larketmg Advertisement, peer recommendations or social norms
v Customer Internal Tnfluences
v Customer Anafysis Psychological factors
v Customer Behaviour Decision Making (Stages)

Problem recognilion, search for desirable alternatives

External Factors Market Stimuli and list them" Sedang by’onnalion on available
Environmental Factors } - Purchase and alternatives & JMake a ﬁnatchowe
Making Post Purchase Actions (POS t-decision ?rocesses
Internal Factors
&valuating the outcome & level of satisfaction.
Key Factors for Competitive Success @%
...... Key Success Tactors (KSTs) are those things that most affect industry members’ abilily to prosper in the

marketplace -

the particular strategy elements,

product attributes,

resources, competencies, competitive capabilities, and

business outcomes that spell the difference between profit and loss and, ultimately, between competitive
success or faiture.

The answers to three questions help identify an industry’s key success factors:

i.  Onwhat basis do customers choose between the competing brands of sellers?

ii.  What resources and compelitive capabilities does a seller need to have to be competitively successfuﬁ?

iii.  What does it take for sellers to achieve a sustainable competitive advantage?

Notes:
1. ey success factors vary from industry to industry and even from time to time within the same industry as driving
forces and compelitive conditions change.

2. ,’Detennining the indusby’s key success factors, given prevailing and anticipated industry and compelitive conditions,
is a top-priority analytical consideration.
:& 99539-22272 9 otceducation.com % ‘FM-SM with Om’ App [N
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Strategic Management: Booster Charts (Let's Simplify Tt)

Question of the Day!

8BQ I: Suresh Singhania is the owner of an ]lgri—based private company in Sangrur, Punjab. His unit is
producing puree, ketchups, and sauces. White its products have a signjﬁcant market share in the northern
part of the country, the sales have been on decline in last couple of years. He seeks help from a management
expert who advises him to first understand the compelitive landscape.

Explain the steps to be followed by Suresh Singhania to understand compelitive landscape.

8BQ 4: Baby Turtle is a children’s clothing brand that has created a new age demand for washable diapers. The
major benq‘it for the brand has been that not many companies have shown interest in the product, thinking it is not
viable, however, customers, majorly working mothers are (oving their product. The core material needed for
production is also used in many other waterproofing products in various industries. Baby Turtle sources this
material from a renowned supplier at comparatively low prices.

Which of the five forces of competitive pressure would Baby Turtle experience due to above setup and what are
major factors that create such pressure for a product?
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INTERNAL ENVIRONMENT

STRATEGIC ANALYSIS: ‘

cuAPTER “The goldern rue for eevery business man is this: Put yourself in

your customer’s pEace"

CHAPTER OUTLINE

-Origon Swett Marden
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Introduction Key Stakeholders Matrix
—( Topic-4 ) ( Topic-6 ) ( Topic-6 )
Developing a Grid of
Stakeholders Strategic Drivers Industry and Markets
—( Topic-7 ) ( Topic-8 ) ( Topic-9 )
What is SB'atech
Group? Customers Products and Services
_( Topic-10 ) ( Topic-11 ) ( Topic-12 )
Marketing Strategy
Techniques Channels Core Competence (CC)
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How to Build Core
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Strategic Management: Booster Charts (Let's Simplify Tt)
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Chapter 3: Strategic Jnalysis - Tnternal Environment (Let's Make Tt Easy)

. ﬂny person/group (f individuals, internal or external, that has an interest in, or impact on the business or
corporate strategy q" the organization.

*  They have the power to influence the strategy or performance of that organization.

Products or

? (Invested)

Owners of Firm <

Services

| Firm Run by

Creditors
Example: bank

QD

v' Tt suggests identifyjing which stakeholders are incredibly important.
V" Metrics to define the importance being High Power and High Tnterest which management would need to manage

Z (Dividends)

-

Customers

Its Employees |
A

e H]
=
3
o —
2 <
i3 1]
o [5]
=
£
Government

dosel’y, while investing a lot (f time and resources.

¥ (Purchases)

A

2

T KEEP SATISFIED KEY PLAYER
Consult often, Manage Closely,

g Increases their interest, Involve in decision making,

S Can be hindrance to new Engage regularly and build

% ideas or strategic choices. strong relationship.

.y

@

E LOW PRIORITY KEEP INFORMED
Monitor only, no Utilise the high interest by
engagement, engaging in decision
General occasional Consult in their areas of
communication. expertise and interest

Low High

Simplified Coverage

99539-22272
R B

Interest in the Organisation

Suppliers

Mendelow Stakeholder Power-Tnterest Matrix

Keep Satisfied Stakehotders

'High Power, Less Tnterested People.
&x: Banks, government, customers, efc.

Key Players Stakeholders

High Power, High Tnterested People.
&x: Sharehotders, CEO, BOD, etc.

Low Priority Stakehotders

Low Power, Less Tnterested People.
&x: Business magazines, media efc.
7(eep 'Iry'ormed Stakeholders

Low Power, High Tnterested People.

Ex: &nployees, vendors, suppliers,
legal experts, efc.
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Strategic Management: Booster Charts (Let's Simplify Tt)

* Tactors and their performances which differentiate the organization from its competitors and provide
compelitive advantages.
Tt can be internal or external.- 7ndustry and markets, customers, products/services & channels.

Customers - Prodicts & Servies
Strategic Grups
The companies pose compelition to each other on many Channels are the distribution system by which an
variables like: organization distributes its product or provides ils
Price/Quality Range service.
Product Line Breadth E"FGéTALRm . .
. ~ Strategic Group Mapping

v
v
v
v Technological Usage
v
v
v

Distribution Channel L Zam=N ; S / ”.I "&‘ cs':
: S - The key question is: Who needs to /o C\N' o\

Geographicat Coverage A sell to whom for your product to be @ OED\A

Verticat Tntegration sotd to your end user? oW /

. - Product channel
Strategic Group Mapping Series of intermediaries  who
One technigue, which can be used to analyze the physicalty handle the product on its

comp .!'!'”n position of rivals is- “Strateai Group zsaeﬂ"'z from its producer to the end

Mapping” |

Steps in Strategic Group Mapping Process: Services channel

1. Tdentify the different variables Entities  that provide necessary Y P
2. Wof the firm on muifwanable ey services to support the product, as it (] \ l / g
3. JAssign the firm fall in same strategy space moves through the sales channel = &
4. Draw circle around each strategic group and after purchase by the end user. y—» ‘ ‘ ~—|7é

VVH S 'WOT]Inalysis

Strengths Opportunities SWOT 7mportance
« What does your organization do better « What political, economic, social-
than the others? cultural, or technology (PEST) changes . .
» What are your unique selling points? are taking place that could be v Provides a 1ogwa£
- What do your competitors and favourable to you? Tramework
customers in your market perceive as » Where are there current gaps or
your strengths? unfulfilled demand in the market? ]
» What is your organization’s » What new innovation could your v Presents a C"”'Pamtwe
competitive edge? organization bring to the market? ﬂnalysls
Weakness Threats . 9
« What do other organizations do better « What political, economic, social- v Guides s”ateywt n &Tategy
than you? cultural, or technology (PEST) changes 7dent§ficalion
« What elements of your business add are taking place that could be
little or no value? unfavourable to you?
« What do competitors and customers « What restraints do you face?
in your market perceive as your » What is your competitor doing that
weakness? could negatively impact you?

il =
===
=

EE

Simplified Coverage
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Chapter 3: Strategic Jnalysis - Tnternal Environment (Let's Make Tt Easy)

v Marketing is an organizational 4
process or a societal process.

v A set of processes for creating,
communicating, and defivering value
to customers for managing customer e

relationships in ways that bengﬁt the
organization and its stakeholders.

e
dm

Dividing the total market into various segments

Step-1 =P Market Segmentation me= based on different natures

Step -1l == MarketTargeting = Choosing the best segments

Designing strategies for profitably serving chosen
segments better than the competition

¥ \4
Gnaptf Gk

Something of Value Company’s Chain of

Activities
(Goods, Service, Ideas, etc.) T T

Step-lll == Market Positioning ==

A
Both Parties Freely Agree to the . Customers Suppliers

Market
arketer Terms and Conditions of Exchange

(Meney, Credit, Goods, Labour etc.) 1 1
~—] Distributors —

Something of Value

v Marketing strategy refers to v' Customers V' Product
actions for developing, pricing, v' Distribution network v Price
distributing, and  promoting V' Warranty v Place
products that meet the needs of v Remuneration/incentives v Promotion
specific customer groups. v’ Jdvertising e S T
v Pricing erso elling
v Tt analyses and selecls target > Jdvertising
market, and develops suitable The Memory’s Eye > ‘Publicity
marketing mix. CD-WRAP >  Sales Promotion

jc 99539-22272 otceducation.com ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

ad

Additional customer services and
benefits that a product can offer
besides the core and actual
product that is being offered.

Examples: Movies on demand,
online computer repair services,

Design, implementation, and control
of programs seeking to increase the
acceptability q' a social ideas,
cause, or praclice among a target
group to bring in a social change.

Strategic Marketing Techniques

.Markelmg through various
dLrectLy with consumers.

Examples: catalogue selling, e-
mail, teﬂecompulmg, electronic
markaang, shopping, efc.

NETELIX

The process of creating, maintaining, The concepts, tools, and techniques,

.Markelmg strategies to reduce

and enhancing strong, value-taden of marketing to services. demand temporarily or
relationships with customers and Examples: Telecommunications p The aim is not to
other stakeholders through CRM. services, financial  services, destroy demand, but only to reduce

WEDNESDAY
¥-- BAZAAR

HAFTE KA SABSE SASTA DIN

Market-coverage strategy in which Used to find ways to alter the Market-coverage strategy in which
a firm decides to target several pattern of demand through flexible a firm goes after a targe share of
market s and  designs pricing, promotion, and other one or few sub-markels.
separate offer for each. incentives.

Examples: Maha Bachat Sales F

-
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Chapter 3: Strategic Jnalysis - Tnternal Environment (Let's Make Tt Easy)

* Tt allows a firm to gain an edge over rivals when competing.
° stet(fumquefeawresq'acompanyandttsproductsthatareperca%dbyﬂwtargetmarketas

Lgnyicant and superior to the compelition.

‘Providing products and e | Value to Customer \1

services to the customers with Customer’s
more worth (Value). Surplus

Value means the integration of g | Price
the following in producis: 4

Future S
: Firm's

%ﬁa% Margin <

Teclmotogy

Hoailabitily N

Services

iner~sale Services

Adv. & Branding i

m’ Role of Resources, Capabilities in Jlduevmg Competitive J‘ldvantages

=t | Firm's Cost of Value Creation J

NN N N RN Y

Competitive Advantage

(-

Capabilities , -
(Organizational Routines) v Jssets that typically are rooted deeply in
the firm’s history and have accumulated

¢ ,I’ over time.

v' Jssels that can be seen and quantified.

Capabilities
el v' Capabilities exist when resources have
Tangible Intangible been purposely integrated to achieve a
specific task or set of tasks.
Physical Financial | Human Skills-Technology-Reputation

Characteristics of Resources that Provide Sustainable Competitive Jldvantages
Y

v v
Transferabitity Jppropriabitity

The Memory's Eye
Q 1DT App. )

(&, F ‘FM-SM with Om’ App

Durabitty
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Strategic Management: Booster Charts (Let's Simplify Tt)

What is Core Competencies?

v Core Competencies are created by superior integration of
technologicaﬁ, physicai and human resources.

v 7hey represent distinctive skills as well as intangible,
invisible, intellectual assets and cultural capabilities.

v Tt also rg"ers to the strengths q" an organization that provide
competitive advantage and value to it.

Competitor differentiation or C1l

v Tt allows the company to provide better products or services to market without the fear that
compelitors can copy il.
v" The company has to keep on improving these skills in order to sustain its compelitive position.

Competency 2 Customer vatue or Vatue creation ‘ l

v" The service or the product has to have real lmpaet on the customer as the reason to choose to Charge 3 rikc Revoleg
purchase them.

v 'y‘alstonwr has chosen the company without this unpact, then competence is not a core
competence and it will not aﬁ’ect the company’s market position.

Competency 3 Application of Competencies

v Core competence must be applicable to the whole organization; it cannot be only one particular ™ )
skill or specgﬁed area (f expertise.

v Ttis a unique set of skills and expertise, which will be used thro uttheorgams’aliontooen
up poteun’?el markefts to be exPZ?ltred gho P

g\ e Memory's &ye Tools to identify and buitd CC
Vatuable NCR

. SAMSUNG

Four Criteria of Sustainable CA

v Vatuable
v" Non-substitutable

v Costly to Tmitate

CORE'i9
Extreme

”c 99539-22272 9 otceducation.com
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Chapter 3: Strategic Jnalysis - Tnternal Environment (Let's Make Tt Easy)

(]
L VVH Michael Porter’s Generic Strategies

Strategic
Advantage

Uniqueness perceived Low cost position
by the customer

Overall Cost
Leadership

Industry wide Differentiation

Strategic
Target

Particular Focus
segment only

v' This generic strategy calls for being the low cost v' Development of a product or service that offers

producer in an industry for a given level of quality. unique attributes that are valued by customers to be
v The firm sells its products either at average industry better than or different from the products of the
prices to earn a profit higher than that of rivals, or compefifion.
below the average industry prices to gain market v' The value added by the uniqueness of the product
share. may allow the firm to charge a premium price for it.
v Jccess to the capital required. v leading scientific researchor R & .
V' Skill in designing products. V' Creative product development team.
V' High level of expertise in manufacturing and process v’ Strong sales team
engineering. v Reputation for quality and innovation.

v £ﬁiaenl distribution channels.

‘A99

MIX OR MATCH

INCLUDES 2 SANDWICHES, 1 SMALL = ]
FRIES AND 1 SMALL DRINK.

LUXURY
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Strategic Management: Booster Charts (Let's Simplify Tt)

V' The focus strategy concentrates on a particular group of customers or a particular product-tine segment and
within that segment attempts to achieve either a cost advantage or differentiation.

v The whole idea is that the needs of the group can be better serviced by focusing entirely on it.

Other firms may Cower their
costs as well.

As technology improves, the
compe&tors may eliminate the
compe&live advantage by
increasing  their  production
capabt&ues

3uyer interest may swing to
differentiating Products.

Prompt forecasting of demand
of a product or service.

Optimum  utilization of the
resources.

Achieving economies of scale
Standardization of products for
mass production.

Tnvest  in  cost  saving
technologies.

Resistance to differentiation tilt
it becomes essential.

v Imitation by competitors.
v (’hanges in customer tastes.
v

v

v

< The .Memory’s Eye
PUT Quatity in Brand

.F!) otceducation.com

Various firms pursuing focus
strategies may be able to
achieve even greater
differentiation in their market
segments.

How to Achieve Each Base ofGeneric Strategy

v

Tmprove product performance.
Fixing optimum product prices
based on Uniqueness.

Offer utility to the customers and
maitch products with their tastes
and preferences.

Ofer  the  high-quality
product/service  for  buyer
satisfaction.

Rapid product innovation.

&1halwing brand image.

Yimalava

Risks associated with Each Base of Generic Strategy

v

Tmitation by competitors.

Changes in target segment or
customer tastes.

Other focusers may be able to
carve out sub~segments that they

can serve even belter.

niches which

Seiecﬁng specific
are not covered by cost leaders
and d@ﬂ"erentiators.

Creating superior skills for
catering such niche markets.
Generating high efficiencies for
serving such niche markels.

,'Devdopmg innovative ways in
managmg the value chain.

‘FM-SM with Om’ App
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v

v

'RWaby. Competitors are
Zikely to avoid a price war.

3uyers: ‘Powwful

s/customers would not
be able to exploit the cost
leader firm.

Suppliers: Cost leaders are
able to absorb greater price
increases from suppliers.

éntrants:  Low-cost (feaders
create barriers to market.

Substitutes: Low-cost leaders
are more hkely to lower the
costs to induce existing
customers.

Chapter 3: Strategic Jnalysis - Tnternal Environment (Let's Make Tt Easy)

Advantages of Each Base of Generic Strategy

v

Rivaby; Brand loyalty acts
as sq"eguard against
competitors.

Buyers: They do not negotiate
for price.

SLlppliers: Because
differentiators  charge a
premium price, they can
aﬁ’ord to absorb hlgher costs
of supplies.

Entrants: Tnnovative features
create barriers to market.

Substitutes: Substitutes can’t
repﬁace dﬁerenliated
products.

v' Premium prices can be

charged by the organisations
for their focused product/
services.

Entry Barrier: Due to the
tremendous exPerulee in the
goods and services that the
organisations following focus
strategy cﬁer, rivals and new
entranis may find. it difficut
to compete.

The Memory's Eye
@ PE Ratio )

Sustamabwuy, Cost advantage
may not last Zong as competztors
may imitate cost reduction

techniques.

Sales Votume: Cost Leadership
can succeed only if the firm can
achieve hzglwr sales volume.

Short-term  JAdvantage:  Cost
leaders tend to keep their costs
low by cost cy“
adverlising, market research,
and research and devetopment,
but this approach can prove to

be expensive in the Zong run.

Superior Technology.
Technological advancement
areas a great threat to cost
leaders.

@ The Memory's Eye
2] 18
== -

:ﬁ 09539-22272 Q

v

v

Sustainability: Tn the long term,
uniqueness is difficult to sustain.
Switching: Charging too high a
price for differentiated features

cause the customer to
switch—qf to another alternative.

Substandard: Differentiation
fails to work if ils basis is
something that is not valued by
the customers.

&x: Home delivery of packed snacks in
30 minutes would not even be a

dgﬂ“erentiator

as the consumer

wouldn't value such an qﬂ”er.

.@ otceducation.com

The Memory’s Eye
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Competencies: The firms tacking
in distinctive competencies may
not be able to pursue focus

strategy.

Cost: Due to the limited demand
of product/services, costs are
high, — which can  cause
problems.

Competition: Tn the long run, the
niche could disappear or be

taken over by earger compelitors
by acqwnng' i the same
distinctive competenaes' X

The Memory's Eye
@ 3¢ )
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Strategic Management: Booster Charts (Let's Simplify Tt)

Michael Porter’s Best Cost Provider Strategy

v JUL of the techniques
discussed above Advantage
Sl : Target scope
strategies, the phrase -
is most often Low Cost Product Uniqueness
associated with
?r;e:ts-&s’;r?rovizz ¥ Broad ” Cost Leadership Differentiation
Strategy. (Industry wide) Strategy Strategy
v Tt is an extension of
Michael Porter’s
Generic Strategies. Narrow Focus Strategy Focus Strategy
(Market Segment) (Low cost) (Differentiation)

Om Trivedi’s Strategy for U

v' There are two major strategies in this chapter and both are very popular among question selters for
b OTCYIRTUALS dnyh'ng practicat, case-scenario based questions.
w v' Most importantly, both the Porter’s strategies are the backbone of New Course SM Syllabus.

Question of the Day!

$BQ 1: ABC Lid. is a beverage manufacturing company. Tt chiefly manufactures soft drinks. The products are
priced on the Lower side which has made the company a Ceader in the business. Currently it is holding 36
percent market share. The R & D of company developed a formula for manufacturing sugar free beverages.
On successﬁw trial and approval by the competent authorities, company was granted to mamy"acture sugar
free beverages. This company is the pioneer to launch sugar free beverages which are sold at a relatively
higher price. This new product has been accepted widely by a class of customers. These products have proved
profitable for the company.

Tdentify the strategy employed by the company ABC 1td. and mention what measures could be adopted by the

company to achieve the employed strategy.

8BQ 2: Spacetek Pvt. 1td. is an TT company. Although there is cuithroat compelition in the TT sector, Spacetek
deals with distinctive niche clients and is generating high efficiencies for serving such niche market. Other
rival firms are not attempting to specialize in the same target market.

Tdentify the strategy adopted by Spacetek Put. 1id. and also explain the advantages and disadvantages of
that strategy.

SBQ 3: Rohit Sodhi runs a charitable organization for the promotion of sports in the country. His organization
conducts regular free training camps for youths interested in playing cricket, football, hockey, badminton and
so on. Many of his trainees have reached national level contests. Rohit noticed that with the success of TPL
(Cricket) tournament there is an increasing trend to extend similar format in other sports as well.

He wishes to know how the development is going to help sports and to which industries it will offer
opportunities and threats.

*{ 99539-22272 9 otceducation.com

(# % ‘FM-SM with Om’ App



https://api.whatsapp.com/send?phone=9999710677&text=Hello%20how%20can%20i%20purchase%20your%20EIS-SM%20course.
http://bit.ly/2XAapZj
https://otceducation.com/
http://www.eissmpendrive.in/
https://play.google.com/store/apps/details?id=co.april2019.eis&pcampaignid=web_share

C“Aptek Managunzntls doing things right, leadership is doing the right

-Peter Drucker Warrn Bennig

y D <
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Strategic Management: Booster Charts (Let's Simplify Tt)

Grand Strategies/Directional Strategies
Strategy Alternatives

Stability Expansion Retrenchment Combination
|
| |
Intensification Diversification
| |
| | | | |
Market Market Product Concentric Conglomerate
Penetration Development | Development | Diversification Diversification
|
| |
Vertical Integration Horizontal Integration

In stabitity strategy, the firm - v’ Trequency
v’ Stays with its current businesses and product- v Resources
market, postures and functions. v Tnvestment
v' Maintains the existing level of effort. v Definition
v' Remains satisfied with incremental growth. v Growth The Memory's Eye
/ effciency mRIDGER )
v Safeguard existing interests and strengths. v Risk
 Continue the chosen path of business.
v Pursue well tried and tested objectives. v’ Stable Environment
v" Consolidate the reigning position. v Less Risky The Memory's &ye
v' Maintain operational efficiency. v' Less Threatening SRIC )
v' Optimize returns on resources invested. v" Consolidation

CVVH &’pansion Slmtegy

v Ttis one in which we are growing significantly faster ¥ Trequency v Risk
than the market or market segment is growing v’ Resources
overalf. v Tnvestment

v Tt implies that the company is willing to take on v Definition
compelitors in order to take market share from them, v Crowth
in addition to absorbing the growth in the market

place itself. v Efficiency

B, Sinplfed e
"t 99539-22272 9 otceducation.com
y |
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Chapter 4: Strategic Choices (Let's Make Tt Easy)

&xpansion .ﬂpproadz

Expansion Strategy

!

Intensification Strategy
Pursuing growth by working in the current
lines of business

!

Diversification Strategy
Expansion into new businesses that
are outside the current businesses and
markets

! !

a. Vertically Integrated Diversification
(i) Forward Integration
(i) Backward Integration

Market Penetration Strategy
Market Development Strategy
Product Development Strategy

now

b. Horizontally Integrated Diversification

c. Concentric Diversification

E} ) d. Conglomerate Diversification

&’pansion through ﬂivers'y‘ication Stra.tegy

Definition and Types of Diversification Related Div.  Vs-  Unrelated Div.
v When a firm tries to grow and expand by

s e . Lucts or field v Exchange or share | v Tnwestment in  new
dwersy‘g g tnto various pro or ) assets or competencies product porifolios.
v' Jn entry into new products or product lines, new by exploiting.
services or new markets, invo&ving substantially -
different skitfs, technology and knowledge. v &conomies of scale. v fmf’%’@ of new
Related Diversification s ]
Hutch is now Vodafone \/ 3rand name. ‘/ Tocus on ,nuwpee
v Tt is when a business adds or products.
capands lls existing. product v Marketing skitts v Reduce risk by
OF MArkets. operating in mulliple
Unrelated Diversification product markets.
v Tt is when a business v SaZes.and distribution | v Defend . against
adds new, or unrelated ‘ capacily takeover bids.
product lines or Reli v R&D and
eliance S
I Industries Limited me skils.

Reasons for i)ivers'y'ication

Technical Capacity Synergy
Innovations Utilization

Reasons for
Diversification
Reasons for
Diversification
Reasons for
Diversification

¥

;{ 99539-22272 B otceducation.com & ‘FM-SM with Om’ App
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m Strategic Management: Booster Charts (Let's Simplify Tt)

Vertical Tntegration

Diversification

v firm engages in businesses
that are related to its existing
business.

v Tt remains vertically within
the same product-process
chain.

Types of VI

v' Backward Tntegration

v Torward 7ntegration

Horizontal 7ntegration

fl)ivers'y'ication
This involves addition or
acquisition (f one or more
similar businesses at the same
stage (f the  production
marketing chain through:
v Production qf Complenwntary
products
v Entermg into Repairs and
servicing q products
v Sale qf By~products
v 'I'aking over Competitors’
products

Concentric
.Divers_tﬁcation

v' Extends the firm’s distinctive
competence to the other (lines
(y” business that are similar to
the firm’s initial base through:

v" Process

v Techrwlogy

v Tt is a str

of business.

fﬁ 99539-22272 9

Backward
7ntegralion

Forward
7ntegration
Book Distributor

Book Distributor

1 YYD
1 ee

9000
-~ eee®
- ee

! (XX XX )

[vertical

TPy T— [horizontal g
PEST

Book
Distribution
Agency

Paper
Manufacturing
Company

3\

(Publishers)

Carvinowledge
SSSSS

Printing
Process

Company
Owned Content
Service

Publishing
Solutions
Units

that expands the firm's operation into industries and classmate
markets that are not similar or related to the firm’s initial base. Tt does e A - B
not invotve sharing the firm's distinctive competence across different lines W B

otceducation.com

 —
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Chapter 4: Strategic Choices (Let's Make Tt Easy)

Expansion Through Tnnovation

Why Tnnovation? (Benefits)
Upgradation of existing product lines or processes, v To increase Productivity.

to increased market share, revenues, v To aive Competitive. J1d
profitabitity and, most important, customer satisfaction. 0 give Competitive Advantages

v To Sotve complex problems.
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Strategic Management: Booster Charts (Let's Simplify Tt)

A merger of two competmg

firms which are

the production of sumlar

products or services.

v Tt helps to obtain
economies of scale in
production by

v' &liminating duplication
of facilities,

v' ‘Widening the product
line, reduction in
investment,

v llimination of
compelition in product
market,

v" Tncrease market share,

v" Reduction in advertising
costs etc.

Example:  Tata  Steel

acquiring  Corus, Mittal

Steel iring JArcelor

and Jet Airways acquiring
Sahara Airtines.

-
;BSES

.Flstrategieawanceis

[ ]
m’ Expansion through Mergers and JAcquisitions

v When two or more

companies involved in
different  stages  of
activities like production
or distribution combine
with each other the
combination is called
Vertical merger.

Forward 7ntegralion

Exampte: A refinery getting
into petrol pumps (like
RIL) or a fitm production
house gelting into
distribution and
subsequently, into running
of cinema hatls.

Backward Tntegration

le: Starting with
Vimat range of fabrics,
RTL went backward into
nwnlg"acture tf polyester
fiber and yarn.

Reliance

Industries Limited

FimA | Fim B
Resources RosoUrces.

v 'In Co-generic or
circular merger two or

more mergmg
organizalions are
associated in some way
or the other related to
the production
processes, business
markets, or basic
required technologies.

v Such mergers include
the extension (y' the
product line or
acqulrmg components
that are required in the
dailyoperations.

&xample: Organization in
the white goods categories
such as refrigerators can
dwersyy by merging with
another organization
havmg business in kitchen
app&anees.

How To Maintain

Your Car With a
Vehicle Tracking System

v To create Synergy

\/7herearenolinkages

with respect to customer
groups, customer
functions and
technologies being used.

Such a combination helps

in:

v loww‘ng of cost of
capital,

v 0ptlmum utilization of
financial  resources
and

v &ngg debt
capacity.

JAN

ITC Limited

W

TATH

an agreement between
Two or more companies
To share Knowledge or
resources To  their
mutual benefit.

Capabilities Capablities
Core Competencies Core Com) ¢
Combined

v' To Mvoid barriers to entry

v' To gain Jccess to new markets

v" To Reduce/share risk

v' To gain Jccess raw materials

v To Undertake development projects that are too big
for a single company to fund.

Resources
Capabilities
Core Competencies

Mutual interests in designing, manufacturing,
or distributing goods or services

Tntra-industry a:i;i:ts Tnter-industry - The Memory’s Eye
BERGER I: ERCK

otceducation.com

SAARA will Undertake Dev. Projects

| % ‘FM-SM with Om’ App
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Chapter 4: Strategic Choices (Let's Make Tt Easy)

Helps to learn Formed with a
necessary  skills Political Zocaﬂ forelgn
and obtain certain -

capabilities

Economies

scale, reduction in
costs and risks,
co-specialization,
cr

additional value,

The .Memory’s
POSE

Definition
used by corporations to reduce the

v A strategy
diversily or the overall size q‘ the operalions q” the

comp. This str used in order to cut
expenses with the goal of becoming a more financial
stable business.

v Typically the strategy involves withdrawing from
certain markets or the discontinuation (y'sew’ng
certain products or service in order to make a
bmg‘iciauwnaround

Retrenchment JApproach

The .Menwry s Sye
TFRTDGER

V' Treg

v Resources
v Tnvestment
V' Definition
v' Growth
v .

v Risk

&ye )

‘Retrenchment Strategy

Sharmg

inoutedge .

and skitls that Sharing

otherwise

organisations Sharing knowledge and

may not like to skills can be problematic

share.. if they involve trade
secrets.

Trade Secrets

‘Why Retrenchment Strategy?
V' Obsolescence of product/process.
V' High competition
V' Tndustry overcapacity
v Management non-witli
v" Continuous losses
v Unavailability of resources
v Unmanageable threats
v Reallocation of resources to profitable businesses
v’ Situation of strategic failure.

Turnaround Strategies are those which are formulated by

laying emphasis on improving internal efficiency so as
to bring about internal retrenchment.

Ways of Retrenchmet

v" Cutting back on capital and revenue expenditure.
v" Reduction in operation.

v Withdrawat of some products and offices.

v' Disposal of plant and product divisions.

V' Retirement from production/marketing stage.

V' Qffering itself for takeover.

V' Seeking liquidation or winding up.

99539-22272
R B

otceducation.com

v Mismanagement.

v Negative cash flow and profits

v Dectining market value

v' Delerioration in physical facilities

v' Over manning

v' High turnover of employees and low morale
v" Uncompetitive products or services

(&, F ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

Turnaround Jction Plan

Stage 1

- Assessment of Current Problem

WVHD

v’ Jssess the current prob

Zemsandtlwextentqf

damage the problem has caused.
v' Find out the root causes of the problem.

Stage 5
« Return to Normal

Orgamzalwn should begin to show signs of

prq‘itabday, return on investments and enhancing
economic value-added.

Stage ¥

« Restructure the Business

v
v

Finance mix: 'Prepare cash forecasts, anaiyze assets and debts.
Product mix: Tmmediate attention over core products to remain
competitive.

'Peopl!e mix : Rewards, compensation and change management.

Divestment strategy involves the sale or liquidation of a
portion of business, or a major division or SBU.
Compulsions for divestment in case of:

v" Obsolescence of product/process

v' Business becoming unprofitable and unviable

v Tnability to cope up with cut-throat competition

v Industry overcapacity

v’ Tailure of existing strategy

Reasons of Divestment (Why to Divest?)

v

v chqulsltwn proves to be a mismatch.
v' Persistent negative cash flows

v Severity (f compelition
v Taiture to do Technologicaﬁ upgradation
v leaiﬂability of more profitable alternative

,:__; Simplified Coverage

Stage 2
the Situation and
.’Devetop a Slrategic Ptan

»  Determine the chances of the business’s
survival.

. 7dent'yy appropriate strategies and develop a
preliminary action plan.

Stage 3
. 7mp£ement an Emergency
Action Plan

Tncludes human resource, financia, marketing
and operations actions to restructure debts,
improve WOrIa'ng capital, reduce costs, improve
budgeting practices, prune product lines and
accderatehighpotentiaﬁ products.

Liquidation Strategy
A retrenchment strategy considered as the most extreme
and unattractive is liquidation strategy, which involves
closing down a firm and selling its assels.
.Mly'or Reasons lzqutdatwn Strategy
Same as Retrenchment Slrategy.
Combination Strategy
An enterprise may seck stabilily in some areas of
activity, expansion in some and retrenchment in the
others.
Mty’or Reasons Combination Strategy:
v large Organizations
v Comptex Environment
v" Businesses in Mulﬁpte Tndustries

QuestionNo.: 1, 2, 3,4, 5, 6,9, 12, 15, 16, 21, 26 & 27.

{ 09539-22272 9
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Chapter 4: Strategic Choices (Let's Make Tt Easy)

m, Ansoff's Product Market Growth Matrix

Product Development Market Development

v Enter markels with their v New  products info v’ &xisting products into v" New products into new

exwlmg products. fxwtmg markets. new markets. markets.

v Take partly or all of a v’ &en if the new products v’ Current product can be v’ Starting up or acquiring
compelitor’s market need not be new to the cha.ngad, improved and businesses outside the
share. market, they remain new marketed to Target company’s current

to the business. another segment. products and markets.

v Find new customers.

v Risk: Moderate V' New hical v Risk: 'Ihgh

v Get current customers to i négweo gmfoduct

use more qf ur : i A . °““‘ “1\ >
yo dimensions or packaging, X
pr oducts. Colgate  § l 2 4 new distribution channels pavn

e Ly e g

\ policies.

v Risk: Moderate

%’ TATA Hotels Resorts
YATA CONSULTANCY SERVICES 2
and Palaces

SWARNA

¥ VEDSHAKTI

6 Bottle Pack - Sniie O IR crovedwit yuvedictspunie.

< Cartily

Existing < Products =—— New

A
Market Product
Penetration Development
Increasing
Markets :
Risk
Market ' : .
Diversification
Development
\J \J
New

Increasing Risk

;]'c 99539-22272 9 otceducation.com ‘FM-SM with Om’ App
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m Strategic Management: Booster Charts (Let's Simplify Tt)

BCG-Boston Consulting Group Growth-Share Matrix

High
Pepsi
Select Remainder
<€ —_—
a few Divested
2]
Business Invest I Cheetos
Growth *
Rte Aquafina
Liquidgte
Ee——— »
Diet-Lipton ., Ls
Low Mountain Due
High Low
>

Relative Position (Market Share)

BCG-Boston Consulting Group Growth-Share Matrix

C Dog

Four strategies Based on BCC Matrix

{
v v v v
Buitd Hotd Harvest Divest

J ==
;]'c 99539-22272 otceducation.com { & F ‘FM-SM with Om’ App
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Chapter 4: Strategic Choices (Let's Make Tt Easy) m

6E Matrix (Stop Light Modet)

Business Position (Strength)

High Medium

w
A Invest Invest Protect
g
S Invest Protect Harvest/Divest
g
= Protect Harvest /Divest Harvest/Divest
i g T e
v Market Size v’ Strength of competencies V' Market attractiveness replaces
i market growth as the dimension of
v Market growth ¥ Relative brand strength industry  aftractiveness,  and
- v Market shar includes a broader range of
v Market profitabitity share factors other than just the market
v Pricing trends v' Customer loyally growth rate.
v Competitive intensity v Relative cost position v "C&%eﬁ::;e strength  replaces
v Querall risk-return situation v Distribution strength .
, . v" This works in 3*3 Grid whife BCG
v Opportunity to differentiate mﬁ;{ technologicat or other matrix works in 2*2 Grid.
v’ Segmentation
v Jccess to financial and other
v Distribution structure investment resources

s

v The AD1 Matrix is a two dimensional 4*5 matrix
v’ Based on the Product life Cycte (PLC) and Competitive positioning.

Growth

Embryonic Mature Ageing

v ﬂ rare pos on ‘u“l n ”"“y cases v mthough the ﬁr”w wtthifl this LTOTLEL TN Fast grow, Build Fast grow, Defend position, Defend
: 2 3 barriers, Act attend cost attend cost position, renew,
s aurlbutab& ather to a Catego'y are abie tO Ped‘oml offensively. leadership, leadership, renew, focus, consider
- . o o renew, defend fast grow, act withdrawal.
"w’wp‘)ly or a Slrong a"'d Sallsfactonly md can Wsw position, act offensively.
H . . o offensively.
protected technological staying in the industry, they are — ki —
. . Differentiate, Differentiate, Lower cost, focus, Find niche, hold
leadel‘shlp. ggngrag[y vub’lerabze mn the face qf‘ fast grow. lower cost, differentiate, grow niche, harvest.
J e attack small with industry.
31",,,9 increased competition . firms.
T le E Favourable Differentiate, Focus, Focus, differentiate, Harvest,
s = focus, fast grow. differentiate, harvest, find turnaround.
v Me firm has o consideravte  (NCI SN
S turnaround, grow

with industry, hit

degree of freedom over its choice v The performance of firms in this
O_flsh'ategies. is smaller firms.
catego'y Wa@ Tenable Grow with Hold niche, Turnaround, held Divest, retrench.

Tavourabce unsaﬁ.?facw’yf although tg’.% industry, focus. tf:r(nuascc;l:::j‘; niche, retrench.
. . opportunities for improvement with Industr,
V' The industry is fragmented and no PP itheraw
. exlSt‘ Find niche, Turnaround, Withdraw, divest. Withdraw
one Competltor stwtds Out dearzy. catch-up.grow | retrench, niche
with industry. or withdraw.
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Strategic Management: Booster Charts (Let's Simplify Tt)

Tpotegics o soalges
v Competitive Strategies
v
Corporate Tevel v Cottaboration Strategies
v" Business level

v i
R Lal Glueck and Jauch Strategic Jlternative
Stages of Business Life Cycle

v &wyﬂntroduction Stage; Market  Penetration /4 Stabilily Str ategies

Strategy v Expansion Strategy
v Growth Stage; Growth/&zpansion Str
v Maturity Stage: Stability Strategy v Retrenchment Strategy

v" Decline Stage: Retrenchment/ Turnaround Strategy v Combination Strategies

Om Trivedi’s Strategy for U

v Stabilily, expansion, strategic alliances and turnaround strategies are very popuﬂar among the question
o o setters and the TCT in both the categories - descriptive/practical questions and JMCQs.

w v" Tt has been observed in previous attempts that the TCAT asks either of these topics in alternative attempts.

v' You must read and practice all the study-material and “Mentor Question Bank” questions to cover each
and every aspect of such questions and their answers’ presentation.

Question of the .'Day!

8BQ 1: Gautam and Siddhartha, two brothers, are the owners of a cloth manufacturing unit located in
Ffaridabad. They are doing well and have substantial surplus funds available within the business. They have
different approaches regarding corporate strategies to be followed to be more compelitive and profitable in
future. Gautam is interested in acquiring another industrial unit located in Faridabad manufacturing
stationery items such as permanent markers, notebooks, pencils and pencil sharpeners enveZopes and other
office supplies. On the other hand, Siddhartha desires to start another unit to produce r garments.
Discuss the nature cf strategic choices being suggested by the two brothers with rq“ererwe to the payoﬁfs' and
the risks involved.

§BQ 2: XYZ Company is facing continuous losses. There is dectine in sales and product market share. The
products of the company became uncompetitive and there is persistent negative cash flow. The physical
facilities are deteriorating, and employees have low morale. Jt the board meeting, the board members
decidedthattheyshouldconﬁnueﬂworngizationandadoptsuchmeasuressuchthattheco any functions
properly. The board has decided to hire young executive Shayamli for improving the ﬁmclwns of the
organization.

What corporate strategy should Shayamfi adopt for this company and what steps need to be taken to

implement the strategic choice adopted by Shayamli?

SBQ 3: X Put. Itd. had recentfy ventured into the business of co-working spaces when the global pandemic
struck. This has resulted in the business line becoming unproﬁtable and unviable, and a failure ofthe existing
strategy. However, the other businesses of X Pvt. Iid. are relatively less affected by the pandemic as
compared to the recent co-u)orking spaces.

Suggest a strategy for X Put. Itd. with reasons to justify your answer.

ﬂa 99539-22272 9 otceducation.com £ ‘FM-SM with Om’ App
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STRATEGY IMPLEMENTATION ‘

AND EVALUATION
CHAPTER  “Taiture docr't mean you are  fiture, tust mans you havent

succeeded yet. -Robert H. Schuller

CHAPTER OUTLINE
_( Topic-1 ) _( Topic-2 ) _( Topic-3

Strategw’ .Management SH'aiegy Formulation
Process and 7n1p£ementation SIrategic ‘Pﬂarmi.ng

( Topic-5 ) ( Topic-6 )
Strategic Uncertainty &rategg Tmplementation Strategic Change

_ (" Topic-7 ) _ Topic-8 ~ Topic-9 |
Strategic Change Through | | Organisational
_ Digital Transformation Tramework Organisationat Slmcmre:
( Topict0 ) QTG | ( Topic2 )
Mutti Divisional Newer Forms of |
Structure Strategic Business Unit | | Organisation Structures
Topic-13 )

§

£

{.
i

Matrix Structure Organisational Culiure 7mp£enwntation

Topic-16 ) ( Topic-17 ) ( Topic-18 )

leadership SIyﬂe.s SD'ategic Controt Measures
y Y
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Strategic Management: Booster Charts (Let's Simplify Tt)

Stralegic .Managemeut Process

Strategic Strategic Strategic
Input Process Output
Internal
Functions
A
Y
. . . Strategic Strategic
Strat Strat Strat . .
rategic — rategic = rategic — Alternative/ = Implementation
Analysis Intent Formulation .
choice and Control
Evaluation I
Y
Exter.nal Assessment
Functions
Information Decision
Process Process
SM Model in Detail
Stage 1 Stage 2 Stage 3 Stage 4 Stage 5
Developi sctraitmgta Implementi Monitoring
eveloping Setting rategy to mplementing eelorreos,
a Strategic . Achieve the and Executing .
. Objectives N Evaluating
Vision Objectives the Strategy f
dVision performance
an and Making
Corrective
Adjustments

Revise as needed in light of actual performance, changing
conditions, new opportunities and new ideas

fc 99539-22272 otceducation.com
i

T G

Strategic management entails both strategic planning v 8M Process is dynamic and continuous.
and implementation and is “the process of identifying v J change in any one of the major components in the
and W“ﬂ;"gg the 0";9“’“1‘::;,‘?’1.3. SV% plan, by model can necessitate a change in other components.
matching the company’s capabilities w demands v . , ,

ofits eniiro Y Tt can best be studied and applied using a model.

s
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Stage I: Strategic ‘Vision,
Mission and Objectives

Vision and Stra

tegic Tnient:

v Customer - product - market
- technology - focus.

Mission and Strategic Tntent:

v' External stakeholders and
other managers in the
orgaru’sation need to be
clear about what the
orgaru’sation is seeking to
achieve and how it expects
to do so.

Corporate goals and objectives:

v OIy’ective-s ing exercise as
a tool for truly stretching an
orgaru’sation to reach its
full potential.

v OIy’ectives are needed at all
orgaru’zational levels.

This stage is the diagno
phase of strategic anaﬂysw
v' énvironmental scanning
v' Organizational analysis
v' SWOT analysis

v' Scenario Analysis

v' Competition Analysis
v' Portfotio Analysis

(As discussed in Chapter 2
& 3 in greater details)

Chapter 5: Strategic Tmplementation and Evaluation (Let's Make Tt Easy)

2 &wtronmentalwtd Stage:f o Strategy

Step 1 - ﬂevelopmg strategic
alternatives

Step 2 - ﬂeep analysis of
various strategic alternatives

A company may be confronted
with several alternatives such

as:

v’ Stability

v &p. through Tntensification
v &xp. through Diversification
v Retrenchment

v" Combination

Stage 5: Strategic &valuation
and Controt

tage 4: Tmplementation of ?nnapal Jlspects of Strategy
Strategy Execution Process

v" Tmplementation
execution are an
operations-oriented activity.
v" Tt shapes the performance of
core business activities in a
strategy—supportive manner.
v" Most demanding and time-
consuming part SM

process.

uirements:

Direct organisational ch
motivate people, build and
strenglhen competencies and
competitive capabiﬁities, create
a strategy- supportive work
climate, and meet or beat
performance targets.

fc 09539-22272 9

otceducation.com

v" Developing budgels

Y Staffing.

v' Policies and operating
procedures.

v" Using best-known practices
for cont. improvement.

v Instatling information and
operating systems

v' Motivating people

v' Creating a culture and
work climate for the best
strategy execution.

Step 1- Company's direction
and strategy must match.

Step 2 - Encounters disruptive
changes in its external
environment

Step 3 - Tind out Deviations
from standards set, y" any.

Step 4 - .Mod'y‘y its strategic
vision, direction, olyectives,
and strategy over time.

Step 5 - Periodic Assessment.

Step 6 - Continuous
improvement.

| % ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

Strategic Planning ‘Why Strategic Planning?
v Slrategic planning is a disciplined process of making v" Understand the current situation.
key decisions and agreeing on actions that will shape
and guide what an organization is, what it does, and v Ptan for the future.

I v’ Simulate the future to prepare the organization for
Strategic Planning Key Concerns future
v ‘Why do we exist?
v ‘What are we doing?

v' Concern for changes and it's impact on growth of the

organization.
Y %nﬂ;e o/ grarendioneane it Approaches for Strategic Planning
v For whom do we do it? Up Top
v How to improve and excel? 8 The Memory’s Eye
v' ‘What resources do we need for a successful future? T UPSC ) 1
v ‘Who wilL be our customers? Bottom Down

Operational Planning VS. Strategic Planning

52

v' Deals with current deployment of resources. v' Shapes the organisation and its resources.

v' Develops tactics rather than strategy. v JAssesses the impact of environment.

v' Projects current operations into the future. v' Takes a holistic view of the organisation.

v Makes modifications to the business functions. v' Develops overall objectives and strategies.
but not fundamental changes. v Concerned with the long-term success.

v Tunctional manager’s responsibility. v’ Senior management’s responsibility.

Strategic ‘Uncertainly @ m
o o Deat with Siategic Uncetainy?

Meaning: v Fexibitity
v The strategic uncertainty is represented by a future
trend or event that has inherent unpredictability. 4 ﬂiversy‘ication
v Tt b ;udyed by Scenario .ﬂ:talys .
canoe 4 “ v' Monitoring and Scenario Planning

v’ Scenario analysis  basically accepts  the

as given and uses it to drive a v o0 10 .
description of two or more future scenarios. ?Luldmg Resitience

Tmpact: V' Collaboration and Partnerships
v' Tmpact on present, proposed, and even potential . . L.
businesses. V' Strategic grouping of Uncertainties

v Tmpact on potential growth as present market e The Memory's Eye
share, position, sales, proﬁLs, or costs may s:gj"er.

{ 99539-22272 Q otceducation.com { 8 F ‘FM-SM with Om’ App
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Chapter 5: Strategic Tmplementation and Evaluation (Let's Make Tt Easy)

m’ Relationship between Strategy 7mp£ementation and Tormulation

v

v’ Placing the forces before the v" Managing forces during the
action action s E
v’ Entrepreneurial activity v' Administrative task g & A =
v Focus on effectiveness v Emphasizes on efficiency £ Buccess)
v Rational process v' Operational process g
v’ Coordination  among  few v Co-ordination among many ;gg g C D
individuals individuals © =
v Requires a great deal of v' Requires  motivational and
initialiveandlogical shills leadership traits Sl‘r“ate;y Tmp et

Relationship between {’ﬁ‘iaency and Cffectiveness

h ;

v Operational in nature v Strategic in nature Strategic Management
. . Effective Ineffective
v To do the things right v To do the right things 1 2
v Defines relationship between v Concerned with the attainment 2
inputs-outputs of goats é Thrive Die Slowly
v Links with internal v Links with external -
environment enwironment
v Responsibility for efficiency v Responsibility for effectiveness § £ ’ ¢
lies with OP erational lies with tOP managm’ S % Survive Die Quickly
managers v" Formulation viewpoint S £
v Tmplementation viewpoint

Retatwnslup between Strategy 7mplemmtation and Formulation

Backward Linkage
<%
Strate St
g.y Influence rategy .
Formulation > Implementation
Forward Linkage

v Formulation of strategies is linked with v Formulation process is affected by
their imptementation. < factors related with imptementation.

v' ‘With the formufation of new stralegies, v' Organizations tend to adopt those
or reformutation q" existing slrategie:s‘, > slratagws which can be imptemented
mm:ydmngeshavetobe%'ectedwuhm wuhthehelpq'present sh'uctw'e(y'
theorgam’zation. resources

v" Project Implementation v° Procedural Implementation v  Resource Allocation

v Structural Implementation v~ Functional Implementation v Behavioural Implementation

f& 99539-22272 9 otceducation.com (. F ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

Strategw . )

Step - ’Recogmze 2003 L2 (o7 Step 1: Unfreezing the Situation
8tep2 Create a shared vision Step 2: Changing to new

to mwmgedmuge Situation
Step 3 Institutionalize the
change Step 3: Rq'reezmg

i
lIl

A process of or
p thatf orables  an the goats and Specyy the parameters and

organization to use digital OW"“ of D T goals of the DT.
technology to create new value v’ Jssessing the current state of ) )
for customers. organization and identifyjing ' Determine which procedures
g Hanagenen [ e ot
v Creating a roadmap for
v . :
v J systematic approach to change. Qipe) cienening
deating with the transition of v Tmplementing and managing the improvements.
an organization's goats, the change at every Level of
processes or teclug)oiogws the organization. Y Twolve staff members and
v The purpose of change Change Management Model has pri NGt
. is Lo implement Al ] involves  all transformation process.
v effecting change, stakehotders, puts change into ¥ Track progress and make
v controlling change and action and keeps an eye on required course corrections.
v ing to t to change
helping to adap resulls.
INEWY How to Manage Change during Digital Transformation?
Strategies Eplanation
v’ Specify the DT aims and V' What is the intended outcome?
objectives v What are the objectives that must be accomplished? (Shared Planning)
v Atways, always, always v' Bottom-up Communication with stakeholders, including employees,
communicate clients, and other parties.
v' Be ready for resistance v Have a strategy in place for dealing with any resistance that may
arise.

v 7mpzementchwlgesgradually V' Give people time to become used to the new way of doing things.

o Qﬁ"er assistance and training v a’[};t;:)rkers :41);& etr;eed guidance in the new procedures, software

& 99539-22272 9 otceducation.com
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Chapter 5: Strategic Tmplementation and Evaluation (Let's Make Tt Easy)

Change Management Strategies for DT Explanation LV VH
i. Begin at the top Tnvestment, Top-Bottom Commitment, United Leadership & Motivation.

ii. énsure that the change is both V' Decision-makers must be unaware of how to property handle a DT .
necessary and desired v' Organization must have a sound strategy in place.

iii. Reduce disruption v’ By dealing with émployees perceptions & their concerns about change.

v ‘Ihrough early preparation to handle T knowtedge and tools,
training, creation of friendfy environment, motivation & 77'8upport .

iv. Encourage communication 4 3oltom-up Communication or Shared Vision - Create channels to solve

queries, 7nter-departnwnta£ collaborations & sound culture q" comm.

v. ‘Recognizethatchangeisthenonn, 4 Changereadiness-?repareforchangemadvanceandexPectﬂwm.

not the exception v “theabi[ilyto continuously initiate and respond to change in ways that

create advantage, minimize risk, and sustain performance. 7

INEW,Y Organizational Framework - McKinsey 78 Modet ab

McKinsey 7S Model
* Strategy

* Structure

* Systems Strategy

* Style

* Shared Value

* Staff McKinsey 7S
« Skill Model

Style

Shared Value

I I

Swategg; Build on a core competency and | § Leadership Styte.
achieve CJ. lyle
Structure Centralized or Decentralized. Shared Values | Core values which get reflected
within the organizationai culture.
System Development  of daily tasks, Stc_tﬂ" The talent pool of the organization.
operations, and teams in the most
aﬁicient and gﬁ’ective manner.
Skitt The core competencies or the key
skills (f the empioyees.

& 99539-22272 9 otceducation.com (. F ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

Limitations of McKinsey 78 Modet

v lgnores External Environmental Factors v’ Static Model.
v' Performance Evaluation Parameters are Missing v Strategy Formutation and Execution Gap

Organizationaﬂ structure is typically hierarchical arrangement of lines of authorily, communications, rights
and duties of an organization.

An organization is structured for two major reasons:

v' Structure largely dictates how objectives and policies will be established.

v Structure dictates how resources will be allocated.

v’ Small firms are functionally structured (centralized).

V' Medium sized firms are divisionally structured (decentralized).

v large firms are in $BU or matrix structure.

Chandler’s Strategy-Stmcawe 'Relatwnshlp

v q
Changes in str d New strategy is New administrative Organizational
v Teads to Changes in Structure formulated problems emerge performance declines
v' Structures follow the growth
strategies

v’ Growth  strategies  follow
certain patterns to achieve Organizational New organizational
Goals & Ol;l performance improves structure is established

Simpte Structure

v' Suitable for the companies that follow a single-business strategy and offer a line of products in a single
geographic market. Tmplement focused cost Leadership or focused differentiation strategies.

T T ST T

v OWner-manager makes all major decisions directly v Company outgrows the simple structure in case of

and monitors all activities. Growth.

v little specialization of tasks, few rules, [(itile v Unable to process competitively relevant
formalization. information.

v" Unsophisticated information systems. v The above generated huge pressure on owner-

v Tnwolvement of owner-manager in all phases of day- managers due to a lack of organizational skifls or
to-day operation. experience .

v Communication is frequent and direct. v Inconsistent with the company's strategy.

v Potential C1 - Tnnovation, greater structural v Unabte to deal with more complex organizational
flexibifity, and an ability to respond more rapidly to functions.
environmental changes.

;'c 99539-22272 9 otceducation.com { 8 F ‘FM-SM with Om’ App
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Chapter 5: Strategic Tmplementation and Evaluation (Let's Make Tt Easy)

v Tunctional Organizalion structure is a

Chief Executive Officer (CEO)

hierarchical type.
v People are grouped as per their area
of speciatization. | I I |
7 i ﬁmctio manager Corporate Corporate Corporate Corporate Corporate
liull’}’laei'l)gfrdtlszym‘:he sm% R&D Finance Planning Marketing RHuman
esource
v' Promotes specialization.
v Workers are very skilled and efficient. | | I | | |
v Allows quick decision-making. Finance Production  Engineering  Accounting Sales and Human
v &?)ert can manage each dgpar[ment_ Marketing Resources
v" Promotes specialization. v JAccountability to the top - Poor delegation.
v Minimizes the need for an elaborate control system. v' Minimizes career development opportunities.
v' Allows quick decision-making. v' Low employee morale - line-staff conflicts.
v Workers are very skitled and efficient, Expert of v' Tnadequate planning for products and markets
specialized activities and require specialists. v' Problems in communications and co-ordination.
V' Better supervision. v Specialists may develop narrow perspective,
Losing sight of the company’s strategic Tntent.

Divisional Structure
Chief Executive

v' More suited to every (large enterprise.
v 7ndependent divisions are created under the Corporate Finance

Corporate Planning

overall controt of the HO. | I

Types (?f:Dil’iSiOﬂS-’ General Manager General Manager

v Divisional by geographw T Division A Division B

v' Divisional by, product Marketing Marketing

v Divisional by customer Production Production

v Divisionat by' process Personnel Personnel
v' Promotes accountability. v' &ach division requires functional specialists.
v Employee Morale. v' Duplication of staff services, facilities, and
v Career Development opportunities. personnel.
v Jllows better controt of local situations. v Z;:qwesn‘f: Zelabtoer,'fe and costly, headquarters-
 Competitive climate. S L

v' Organizational policy is inconsistent due to
divisional bias and inequality.

& 99539-22272 9 otceducation.com { 8 F ‘FM-SM with Om’ App



https://api.whatsapp.com/send?phone=9999710677&text=Hello%20how%20can%20i%20purchase%20your%20EIS-SM%20course.
http://bit.ly/2XAapZj
https://otceducation.com/
http://www.eissmpendrive.in/
https://play.google.com/store/apps/details?id=co.april2019.eis&pcampaignid=web_share

Strategic Management: Booster Charts (Let's Simplify Tt)

LVVH
Multi-Divisional Structure
Multidivisional (M-form) structure is composed of
operating divisions where each division represents a
separate business to which the top corporate qﬂ‘icer

delegates responsibility for day-to-day operations and
business unit strategy to division managers.

M-Form is Composed of:

v' Creating separate divisions

v' &ach division would house its functional hierarchy.

v' Division managers would be given responsibility for
managing day-to-day operations.

v A small corporate office that would determine the
long-term strategic direction of the firm and
exercise overall financial conirol over the semi-
autonomous divisions.

Note on Strategic Controt:

Birth Conditions of M-Form and BT Structure
v" When the firm is less diversyied, strategic controls are used to manage divisions.

Multi-Divisional Vs. SBU Structure

SBU Structure

Tt is a si business or a collection of related

businesses which offer scope for independent planning

and which might feasibly standalone from the rest of
the organization.

v' Tt has its own set of competitors.

vV Tt has a who has responsibility for
strategic planning and prtﬁt perfornwnce, and
who has control of profit-influencing factors.

v Individual $BUs are treated as profit centres.

v Tt facilitates comparisons  between  divisions,
improving the alfocation cy” resources and can be
used to stimulate managers q’ poorty performing
divisions.

v 8BV is a business tool whose main aim is to serve
a clear and defined market segment with a defined
strategy.

Strategic control rq‘ers to the operational understanding by corporate qﬂ‘icers of the strategies being

implemented within the firm’s separate business units.

v Jn increase in diversy‘ication strains corporate oﬂ‘icers' abilities to understand the operations (f all its

business units and divisions are then

by financial controls, which enable corporate oﬁicers to

manage the cash flow of the divisions through budgets and an emphasis on profits from distinct

businesses.
Note Financial Controt:

However, because financial controls are focused on financial outcomes, they require that each division’s
performance be targely independent q‘ the pe:formance q‘ other divisions.

v 8o, the Strategic Business Units come into picture.

V' Great level of synergy among all profit centre.

v' Corporate HO can focus on Sirategic Planning.

v Improved co-ordination & harmony in operations.
v' Promotes accountability.

v Accurate monitoring of the performance of SBUs.

v T’roper allocation ty” resources and porg”olio

g‘a 09539-22272 9

otceducation.com

v' Additional layer of management.
v Increases salary expenses.

v Difficult to define the autonomy of the group Vice
President.

v" Unhealthy competition for corporate resources.

(# % ‘FM-SM with Om’ App
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Chapter 5: Strategic Tmplementation and Evaluation (Let's Make Tt Easy) _
°

m) Matrix Structure

v’ Structure which aims at combuung Top Management
the advantages of vertical and
horizontal flows of authority and I T I 1
communication.

v" Personnel who are deputed to work
full time in dﬁerent projects;
sometimes in more than one pr%lects Manufacturing Sales unit Finance unit Personnel unit
under the overall guidance and
direction (fpr %lw managers' Manufacturing Sales unit Finance unit Personnel unit

Employees have two superiors -

v Tunctional Manager (vertical flow)

and

v ?rgiect or Product .Mana.ger

(horizontal ﬂOW) Manufacturing Sales unit Finance unit Personnel unit

Manufacturing Sales Finance Personnel

Manufacturing Sales unit Finance unit Personnel unit

Phases for Development of Matrix Structure (/s per Davis and lawrence)

s cimat Tk T

v’ Tt is initially used when a new v If the cross-functional task v The functional and product

product  line s being forces become more permanent, structures become permanent
introduced. project manager the project manager becomes a and it involves a true dual-
is in charge as the key product or brand manager. authority structure.
horizontat link.
v Many activities are outsourced. v The tasks performed by middle management have
v Non-structure been repiaced by the I}y“omation and
v Virtuat Organization Communication technological tools.
v Most Suitable in unstable environment v' Short and narrow middle-management level.
v Jcting as a broker. v" T tinks the top and bottom levels

Wide at the top

Design Accounts
Company Processing
{Australia) (India)

Core Company

(Hub) Narrow at the middle

Distribution
Company
(Europe)

Transportation
Company
(Korea)

Manufacturing
Company
(China)

Widest at the bottom
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Strategic Management: Booster Charts (Let's Simplify Tt)

aD Strategic leadership
Strategic leaders are those humancapltaZ v' Monitoring fxecullon Progress
at the top of the company, \/ Strategw v ?ronwlmg High ?erformance
the CEO, the members of the v Sustauung high performance over culture
board of directors, the top v
team,  and v 'Wllhng to make courageous v Focus on CC and C
division general managers. decisions. v Corporatefthics
v' Seeking feedback through face-to- v" Corrective actions to ensure

face communications. Strategic Success.

The .Memory’s &ye © The .Menwry’s &ye
Managing SM PDF MP’s CM Focuses on CC

Fonformaet e

v' Tocuses more on designing systems and controlling the v Uses charisma and enthusiasm to inspire people to
organization’s activities and are more (likely to be exert them for the good of the organization.
associated with improving the current situation. v Jppropriate in turbufent environments, in industries at
v’ Jppropriate in static environment, in mature industries, Tntro Level of their life-cycles, in poorty performing
and in organizations that are performing wetf. organizations when there is a need to embrace mgjor
changes.

Rae Gt

practices v Culture  promotes  good v Z)Lagnose the present strategy non-
\/ Ethical standards strategy execution. supportive cultures.
V" Official policies v' Nurtures and motivates v Role models for the desired
v' Dealings and relationships people. cultural behaviour.
v' Traditions v' Employees are passionate v’ Replacing key executives who are
v Employees’ about company's vision. strongly associated with the old
v Legends culture
v' Organization’s politics v Taking every opportunity to

communicate to employees

How culture can promote better strategy execution of culture?

V' Recruiting and HTRTNG new managers and employees who have the desired cultural values.

v' JAltering TNcentive compensation praising and recognizing peopte who display the new cultural traits.
v Communicate to employees the basis for cultural change and its benefits to all concerned.

v 7dent_i/y the supportive and non-supportive efements q“ the culture.

v Hotd Discussions with all concerned about those aspects of the culture that have to be changed.

o The Memory's Eye
@’ 'Herg Tn CTD
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AN

Rote of Culture in Strategy Execution
v llstenmg to customers, encoumging empﬁoyees, and gwmg a htgh degree q" decision—nwking authonly
is very conducive to successﬁw execution q" a strategy.

Shape the mood, temperament, and motivation the workforce.
.ﬂﬂ"ecls organizationaﬁ energy, work habits and operating praclices, the degree to which organizationai

units cooperate, and how customers are treated.

ASANEN

Nuriures and motivates people to do their jobs.
Provides structure, standards, and a value system in which to operate.

Promotes strong employee identification with the company’s vision, performance targets, and strategy.

Changing a Problem Culture

Step 1: Diagnose which facets of the present culture are strategy supportive and which are not.
Step 4] Marlagers need. to talk to all concerned aboutthoseaspects oftheawturethathaveto bechanged.
Step 3: Tmplanting the needed culture-building values and behaviour.

Chapter 5: Strategic Tmplementation and Evaluation (Let's Make Tt Easy)

Step 4: 7mp£ementers must enlist the support of first tine supervisors and employee opinion Leaders,
convincing them q'thenwits qpraclicingandery"orcmg cultural norms at the Lowest levels in the

organizalion.

Types of Control

Operational control

v 0peraliona£ control systems
are deSlgned to ensure that

day-to-day  actions

consistent with established

plans and olgjectives.
V' Derived from

requirements of management

control system.

Premise Control

v Based on certain assumptions
or premises about the
complex and  turbulent
organizalional enwironment.

v Quer a period of time these
premises may not remain

valid.
V' Tnternal Premise
v’ External Premise

:ﬁ 09539-22272 Q

Management control

Strategic control

otceducation.com

v Management control is the
set (f measurement, analysis,
and action decisions required
for the timely management of
the continuing operation of a
process.

v & ROT residual income,

cost, product quaﬁit% efc.

SUategic Surveillance Control
v Ttis unfocussed.
v Tt Tnvotves casual,

environmental browging.
v Tt is general monitoring of
various sources cy”

ily”ormalion to  uncover
icipated ily”omuuion

hcwing a bearing on the

organizational strategy.

Strategic control focuses on the
dual questions of whether:

v the strategy is  being
implemented as planned; and

v the results produced by the
strategy are those intended.

Speciat Atert Controt

Sudden changes in government,
natural.  calamities, terrorist
attacks, unexpected
merger/acqtdsition by
competitors, industrial disasters
and other such events
trigger an immediate and intense
review (f strategy.

(# % ‘FM-SM with Om’ App
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Strategic Management: Booster Charts (Let's Simplify Tt)

\ f

AN ategic Surveilla, o
S

d

Premise Control

Special Alert Control

r---------------------*

Pl NS S S N S S P
Strategy Formulation Strategy Implementation
Time 1 Time 2 Time 3
Tmplementation Controt

V' Tmplementation controt continuously monitors the basic direction of the strategy.
v' Ttis directed towards assessing the need for changes in the overall strategy in the light of unfolding events
and resulls associated with incremental steps and actions.
2 basic forms of implementation control:
v Monitoring strategic thrusts: Helps managers to determine whether the overall strategy is
progressing as desired or whether there is need j‘or readjustments.
v Milestone Reviews: JUL key activities necessary to implement strategy are segregated in terms of
time, events or major resource allocation.
> Tnwolves a complete reassessment of the str
>  JAssesses the need to continue or rgfocus the direction of an organization.

Question of the .'Day!
$8BQ I: Sanya Private Limited is an automobile company. For the past few years, it has been observed that the
progress q” the company has become stagnant. When scrutinized, it was found that the planning department
was perfonning well but the plans could not be implemented due to improper use (f resources, undesirable
tendencies of workers and non-colbformance to norms and standards. You are hired as a Slrategic

Manager.
Suggest the elements cy” process cy” control to overcome the problem.
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Chapter 5: Strategic Tmplementation and Evaluation (Let's Make Tt Easy) m

Strategic Performance Measures (§PM)

v" ROT, ROC, PE Ratio, TO Ratios, etc.

v KPTs must be created, selected, combined into reports,
and acted upon so that strategy impllenwztalion can
have ible outcomes.

V' There needs to be a clear cause and effect relationship
between the indicators and strategic outcomes.

v' KPTs need to be car chosen because they will
influence the behaviour of people within the
organization.

v' However, managers should be aware of paralysis by
over analfysls

v 8PM is a method that increases line executives’
understanding of an organization’s strategic goals.

v' Tt offers a continuous system for tracking progress.

v Helps to eliminate sitos.

v' 8PM are key indicators that organizations use to
lracktlwqﬂ"ectiveness q"ﬂwirslmtegiesandnwke

ilbformed decisions about resource allocation.

Types of Strategic Performance Measures (SPM)

Types of Measures Explanation

1 Financial Measures | Financial measures, such as revenue growth, return on investment (ROI), and profit
margins, provide an understanding of the organization’s financial performance and its

ability to generate profit.

Customer Customer measures, such as customer satisfaction, customer retention, and customer
Satisfaction loyalty, provide insight into the organization's ability to meet customer needs and provide
Measures high-quality products and services.

Market Measures

Market measures, such as market share, customer acquisition, and customer referrals,
provide information about the organization’s competitiveness in the marketplace and its
ability to attract and retain customers.

Employee Employee measures, such as employee satisfaction, turnover rate, and employee
Measures engagement, provide insight into the organization’s ability to attract and retain talented
employees and create a positive work environment.
5 Innovation Innovation measures, such as research and development (R&D) spending, patent
Measures applications, and new product launches, provide insight into the organization’s ability to
innovate and create new products and services that meet customer needs.
6 Environmental Environmental measures, such as energy consumption, waste reduction, and carbon
Measures emissions, provide insight into the organization’s impact on the environment and its

efforts to operate in a sustainable manner.

Tmportance of SPMs How to Choose the Right SPM

v GoaUl&'gnment- Strategy aligned to Goals.
v Resource Allocation - To the areas that will have the

v Relevance - To the organization’s goals & Obje. -
Tnformation is actionable & meaningfu.

v’ Data Availability - For Analysis

v’ Data Quality - Tntegrity, accuracy & reliability.

v Data Timeliness - Current, updated & available.

greatest impact on their perfommnce.
v’ Continuous 7mprovement - Track progress and make an

adjustments to improve performance.
v’ External Accountability - Providing clear picture of

perfonnanceto stakeholders.
,'c 99539-22272 otceducation.com
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Strategic Management: Booster Charts (Let's Simplify Tt)

Om Trivedi's Strategy for You

v' Relationship between strategy formulation and implementation, strategic controls, strategic change

w management, digital transformation, SPMs are very popular among the question setters and the 1CAT in

B both the categories - descriptive/practical questions and JMCOs.

v" Tt has been observed in previous attempts that the TCAT asks either of these topics in alternative attempls.

v You must read and practice all the study-material and “Mentor - Question Bank” questions to cover
each and every aspect of such questions and their answers’ presentation.

Questionq‘thefl)ay!
8BQ 2: ConnectGroup was one of the leading makers of the mobile handsets till a few years ago and which
y went at the bottom of the heap. Connect Group didn't adapt to the current market trends which eventually
lead to its downfalL.

Which would have helped Connect Group to change, adapt and survive? Explain the steps to initiate the

change.

8BQ 3: Delta is an organization specializing in 71y°ormalion Technology enables Services (17eS) and
Communications business. Previous year the organization had successy‘hlly integrated an .7lrty‘iaa£
Intelligence (A7) tool named ‘Zeus' into the existing ERP system. The AT toot using D learnlng

provided a digital leap transformation in various business processes and operatwns Tt has si
diminished the role pZayed by specialist managers (y"the middle management. This technoﬁogicaﬁ tool in
addition to saving organisalionaﬂ costs by replaa'ng many tasks of the middle management, has also served
as a link between top and bottom Levels in the organization and assists in faster decision making. The skewed
middle Level managers now perform cross-functional duties.

Which type of organisational structure is the company transitioning into?

8BQ 4: Jupiter Electronics 1td. is known for its ability to come out with pathbreaking products. Though the
work environment at Jupiter is relaxed and casual, yet there is a very strong commitment to deadlines. The
employees believe in “work hard play hard” ethic. The organisation has moved away from formal and
hierarchical set up to a more resulls-driven approach. Smployees are committed to strategies and work
towards achieving them. They guard innovations, maintain confidentiality and secrecy in their working. They
are closely related to values, practices, and norms of organisations.

What aspects of an organization that are being discussed? Explain.

88Q 6: Surgj Prakash and Chander Prakash are two brothers engaged in the business of spices. Both have
different approaches to management. Suraj Prakash prefers the conventional and formal approach in which
authority is used for explicit rewards and punishment. ‘White, on the other hand, Chander Prakash believes
in democratic participalive management approach, involéving empioyees to give their best.

Analyse the leadership siyle followed by Surgj Prakash and Chander Prakash.

8BQ 6: Rohit Seth in an informal discussion with his friend shared that he has to move very cautiously in his
organisation as the decisions taken by him have organisalion wide unpact and involve iarge commitments tf
resources. He also said that his decisions decide the fulure of his organisation.

Where wilt you place Rohit Seth in organisational hierarchy? What are the dimensions of the decisions
being taken by him?
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