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1 Introduction to Strategic Management

|
L Definition of Strategic Management 1

Environmental
Analygie
T
i
v i v
Develop Vision, i Generate, [mplement Strategic
Miggion and i > Ana[gge and‘ > Sfrafegieg EUa|uaﬁon and
Objectives : Select Strategies Conrol
A i A
Organigation
Appraisal
| 1] il |
| 11 I |
Formulation Implementation Evaluation

Figure: Strategic Management Model (Fred R (David)
Def-I :- Set of activities that firm managers undertake to put their firms in best possible position to compete successfully in
market place
Def-2 :- Dynamic process of formulation, implementation, evaluation and control of strategies to releage the organization’s
strategic intent

( Strategic Management J

7\

Strategy Management

[ Management as Key-Group 1

®  Key group in a organisation
® chief organ entrusted with task of making organisation a purposeful and productive entity
® Integrating the disorganised resources of
Manpower
Money Which are completed
Material in functional whole
Technology
e  Systematically mobilises and utilizes diverse resource efficiently & effectively
e Facilitate organizational change and adoption for effective interaction with the environment

‘ Introduction to Strategic Management
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L Management as a Process W

o Set of inter-related functions & process
(Funcﬁons Include J

Planning Organiging Staffing Direction Control

(Wide Range of Management Funcﬂon)

Determination Decign of the Mobili_za.f fon & Ingtallation of Allocation of
o acquistion of
of goal organigation control system tagke & resource
resources
(lnﬂucing procese Backed by J

e .\

Power Competence Knowledge Resource

L Concept of Strategy 7

Comes from Greek word strategies
Stratos =~ Agoe

Army  Leader
Strategy

Context to businese :— Respond to dynamic and often hostile external forces while pursuing their vigion, mission and
ultimate objectives
ldea of Buginese :— Unravel complexity and to reduce uncertainty caused by changes int the environment

Game Plan: Game Plan that management of business uses

/l\\ Y

To take market Conduet it's Attract and Complete  Achieve Organisation
pogition operatione satiefy customers successfully Objectives

4 Introduction to Strategic Management
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: N
Blue Print (As a long range blueprint of an organication )

> Desired [mage (What it wants to be)
> Direction (What it wants to do, how it wants to do things)
= Destination (Where it wante to go)

(Sfrafegg Precides integral Framework 1(9

1 i | I 1

Evaluate & exploit Perceive and Heel Make full use of Offset corporate
Beneficial opportunities Potential threat & crigis resources & strengthe weaknese
Opportunities Threats Strength Strength

o Strategyis partly Proactive & Partly reactive
e DProactive : Part of managers to improve company’s market position and financial performance

e Reaative :~ Unanticipated development & fresh market conditions in dynamic business environment

Abandoned strategy
elements

Company Proactive strategy elements
experiences,
know-how New initiatives plus ongoing Latest
resources strateqy elements continued i

‘ N - version
Strength, from prior periods
Weaknesees of sompany
and Adaptive reactiong fo strategy
Competition changing circumstances [Actual
capabilities ctrategy)

Reactive sirategy elements

Proactive based on prior experience
Stick together
Reactive based on eircumstance surrounding

e Strategy helps unravel complexity reduce uncertainty caused by change in the environment.

lgor H. Angoff : The common thread among the organization's activities and product-markets that defines the esgential

nature of business that the organization has or planned to be in future.

William F. Glueck : A unified, comprehensive and integrated plan designed to assure that the basic objectives of the

enterprige are achieved.

Introduction to Strategic Management




L Importance of strategic Management 7

Defines the
goale and
micsion

Helps the
arganisation to
develop
eerfain core
eampetencies
and
compefitive
advantage

Enhance the
longevity of
ihe buginese

Importance of

Qervesasa Qtrategic H :E'Pfi
i Management fobeprosatie
mechanism instead of
againgt reactive in

migtakes and

chaping ite
pitfalle

furiure

Provides
framework for
all major
deeisions of an
enterprise

Prepares the
organisation
ta face the
future

L Limitation of Strateaic Management W

RO

Complex and Turbulent Environment Time-consuming Process

fmﬁ

Difficult to estimate competitor's responsc

Coxtly I'rocoss
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Strategic Intent (Vision, Mission, Goals, Objectives and Values) 7

Strategic -Intent —» @hy they wont to do 9)

l

! -

Clarity in strategic [ntent is

extremely important for R p”’_‘PO‘-_%‘-‘ Wh'zh M
yimp Sirategic Management organization endeavour
future success & growth to achieve

< What is strategy Intent? )
1

.

Perspective— which leads the
organigation, reachite
vigion in the long reason

- - -

Framework within which firm would Indicates the Could be in form

adopf a prede’rermine direction and would [Qng term degigngd of vicion & miceion
operate to achieve strategic objectives  market position at corporate level

-

Buginess definition
& Buginese market
at buginess level

Introduction to Strategic Management
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v v v v
Blueprint of Describle where Organisation Every sub-gystem
company’s organisation Aspirations required to follows
future position wantg to land org.vigion

! v ! ! v

Degeribe firm'e Reason for Purposeof ~ What businese Define present
business goals the existence the firm the firm undertakes capabilities, activities
& way fo reach customer focug
the goals & rolein Society

L Goals & Objectives ’ End regults which are to be attained with help of overall

plan over the particular period

> End reculte which companies want to achieve

——— Time based measurable targets, which helps in accomplement of goals

( Value )

A 4
Deep routed principles which guide 04, never be compromised either for By HP way- Source of company’s

oranigation’s decigion and action  @onyinience or shori-term economic gain Distinetivements and must be

maintained al all coste
Vision

e Top management view about company’s Direction and product customer- market technology focus

By Colling Porrag:- Briefly define core
value ac being inherent and sacrosanct
(to be not in interfered)

Panoramie View- “where we are to go"

® (Convincing rationale why thig business makes good sense reasons
o Communicates Management Agpirations

® Doints out a particular Direction

Essential of Vision

Think Creatively about how to prepare a company for the future.
[tis an exercige in intelligent entrepreneurship.

Create Enthusiasm among members of the organization.

Clearly illuminates the direction in which the organization is headed.

Introduction to Strategic Management
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Mission

“What business are we in" and "What we do

(Describes an organieation )

1 i | 1 1

Present capability Customer focus Activities Business Makeup

Buginess Definition outlines the scope and boundaries by identifying:

( ldentifying: )

' , !

Who lts serves What it offers how it competes
(Customerg) (Producte/ Services) (Competencies)

Why should an organization have a Miggion?

¢ Unanimity of Purpose

o Standard for allocating organization's resources

o General tone of organization climate

e Focal Point to identify Purpose & Direction

e Specifies organizational purpose

¢ Tranglation of goals & objectives in such a way to save cost, time, and performance parameters

( Useful Pointe While Writing a Miscion Statement )

Cive the organization its own typical
sefe that apart it from other similar
companies

Identify which customers and groups || Defire the technologies & competendies Ensure ihe siatement is precise, clear,
itic targeting it uses and the activitie it performs ifeasible, distinctive, and mofivating

What is our mission? And what business are we in?

The well-known management experts, Peter Drucker and Theodore Levitt were among the firet to agitate this issue through their writings. They
emphagised that as the first step in the business planning endeavour, every buginess firm must clarify the corporate mission and define accurately
the buginess the firm ig engaged in the firm should raice and answer certain basic questions concerning ite business, such as:

o What is our mission?

o What ie our ultimate purpoge?

o  What do we want to become?

o What kind of growth do we seek?

o What business are we in?

¢ Do we understand our business correctly and define it accurately in its broadest connotation?
e Whom do we intend to serve?

¢ What human need do we intend to serve through our offer?
o What brings us to thig particular business?

o What would be the nature of thig buginess in the future?

o |nwhat buginess would we like to be in, in the future?

Introduction to Strategic Management
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L Goals and Obijectives W

e Goals are open-ended attributes that denote the future state of outcome.
e Objectives are closed-ended attributes which are precige and expressed in specific terms.
o  Objectives are more specific and translate the goals into both:
e Long-term pergpective
o  Short-term perspective
e Goals and objectives are sometimes used ag synonymous.

L Obiectives W

e Organisation Performance Targets

e Yardstick for tracking an organisation's performance and progress

e Dursuit of Objectives is an unending process

e Drovide meaning & sense of direction

e Activities are designed and resources are allocated around the objectives
e Benchmark for guiding organisational activity

e Evaluating how an organisation is performing

e Objectives with Strategic Focus

Strengthen overall Competitive vitality
business position

Objectives, to be meaningful to serve the intended role, must possess the following characteristics:

e Define the organigation’s relationghip with its environment.
e Facilitative towards achievement of mission and purpose.
o Drovide the basis for strategic decision-making.

e Drovide standards for performance appraisal.

e Concrete and specific.

e Related to a time frame.

e Measurable and controllable.

e Challenging.

o Different obiectives should correlate with each other.

Long-term objeatives:

To achieve long-term prosperity, strategic planners commonly establich long-term objectives in seven areas.
Profitability

Productivity

Competitive Position

Employee Development

Employee Relations

Technological Leadership

Public Responsibility

Time Frame two to five year

© NSO AGNT

Introduction to Strategic Management
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Short term objectives

e ldentical to long range if already performing at targeted long-term level.
o Differ from long-term objectives when managers are trying to elevate org. performance & cannot reach long-range target in just one year.
o  Steps towarde achieving long-term objectives.

Note: - Clearly established objectives offer many benefits. They provide direction, allow synergy, aid in evaluation, establigh priorities,
reduce uncertainty, minimize conflicts, stimulate exertion, and aid in both the allocation of resources and the design of jobs.

L Values W ( Cisfies J

Y

' | ! v Y |

‘ lnfegr'rny ( Truet J (ﬂccoun’rabilith‘ HumilﬂyJ ‘ InnouaﬁonJ (Diuer‘sﬂgJ

( Why Are Values So Important? )
'

l i l i l

Sefe the fone - how people of the Sense of chared purbose Foeus on longevity of Employees work where value Congurners prefer companies that]
organization think and behave aredpurp company’s success reconates reflect their own value system
Value of HDFC Banks
Values
HDFC Bank is committed to maintaining the highest level of ethical standards, professional
(nfert, \ integrity, corporate governance, and regulatory compliance. HOFC Bank’s business
|
Vicion, philosophy is based on five core values: Operational Excellence, Customer Focus, Product
Mission, Leadership, People, and Sustainability. (Source: HOFC website)

\ Goals & Objectives //

LStrategic Level in Organisations 7

o Large organization i¢ a multi-divisional org that ig in several different buginesses.

(Main Levels of ManagemenD
\/ v v

[Corpora’re Level] [Business Level ] [Funcﬁonal Level]

° Introduction to Strategic Management
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L General Managers are found here.
Their strategic roles differ depending on their sphere of responsibility.
Corporate Level
CEQ, other genior executivee, Board Head Office
of directors and corporate staff
Businese Level o ) . 1 . )
DenalmanaceneaQlatt Divigion A Divigion B Divigion C
| [ |
I . | . | .
Functional Level . . .
. Buginese Buginess Buginese
Functional Manager ) . .
I Function Funection Funetion
(Marketing Finance, etc.)
RELIANCE GROUP )
- . ) Natural .
Communication Infrastructure Capital Entertainment Power R Other business
esources
v v v v v v
Wirelese Tranmigion Mutual Fund BIGADDA.com Generation Health Care
v v v v v v
Broadband Digtribution Life Insurance BIGFlix.com Coal Recources Mud.ra .
Communication
v v v v v ¥
Web World Power Trading General Zapak Shipping BPO
Insurance resources
v v v v ¥
Global Broking & .
Buginese EpC Digtribution Jump Games (T Training
v i} v v
Qubmarine Road/Rail/ Consumer .
Telecom Cable Airport/ Finanee BIG Pictures
¢ Real Ectate ¢ ¢
; Development Asset BIG Music
Enterprice ¢ Reconstruction & Video
I Reliance I I
: Cement
Paggive , ] -
Infrastructures Company Private Equity BIG Animation
v v
Data Center BIG Cinema
v ¥
DTH Adlabs Filmg
v v
TV BIG92.7FEM
| v
T BIG
Core Buginess Broadeasting
BIG ND Studio
v
BIG Synergy

Introduction to Strategic Management
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LWhat is Strategic Business Unit (SBU)

An organization i¢ divided into a number of segments that work together to bring a particular product or service to the market. If a company

provides several and/or different kinds of products or services, it often duplicates these functions and creates a series of self-contained

divigiong (each of which contain ite own set of functions) to manage each different product or service. Such divisions are called Strategic

Business Units (SBUs).

o The general managers of these divisions then become regpongible for their particular product line.

o The overriding concern of the divisional managers is healthy growth of their divisions.

o They are responsible for deciding how to create a competitive advantage and achieve higher profitability with the resources and capital
they have at their disposal.

L Corporate Level Management W

o CEO & other senior business executivee, Board of Directors & Corporate Staff.
e Oversees the development of strategies for the whole organization

Role of Corporate Level Management

o Defining the mission and goals.

o  Determining what business, it should be in.

o Allocating resources.

e Formulating & implementing strategies.

¢ Droviding leadership to the whole organization.

o Link between those who oversee strategic development of a firm & shareholders.
e Guardian of shareholders’ welfare.

L Business Level Managers W

e The strategic role of these managers is to tranglate the general statements of direction and intent that come from the corporate level into
conerete strategieg for individual businesses.

o Responsibility to develop strategies for competing in the individual business areag, such ag financial services.

o Corporate level managers provide an organization-level view of strategy only and what they want to achieve, but it i¢ on the business level
managers to ensure that for their particular business, the one they are responsible for.

Introduction to Strategic Management
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Functional Level Managers

Functional-level managers are responsible for the specific business functions or operations (human resources, purchasing, product development,
customer service, and so on) that congtitute a company or one of ite divisions.

Functional manager’s sphere of regpongibility is confined to one organizational activity.

They are not responsible for the overall performance of the organization, functional managers nevertheless have a major strategic role: to
develop functional strategies in their area that help fulfil the strategic objectives set by business- and corporate-level general managers.
Functional managers provide most of the information that makes it possible for business and corporate-level general managers to formulate
realistic and attainable strategies. Because they are cloger to the customer.

Functional managers themselvee may generate important ideas that subsequently may become major strategies for the company. [t is
important for general managers to listen closely to the ideas of their functional managers.

An equally great responsibility for managers at the operational level i¢ strategy implementation: the execution of corporate and buginese-
level plans.

Headquarter
Corporate Strategy
Where to compete ?
SBU | Buginess Strategy SBU 2 Business Strategy SBU 3 Business Strategy
How to compate Houw to compete ? How to compete ?

Business Function | Businese Funetion 2 Business Funetion 3 Buginess Function 4
Funetional Strategy Funetional Strateqy Funefional Strategy Functional Strategy
Strategy Sirategy Sirateqy Sirateqy

Houw toimplement

business strategy ?

How fo implement
business strategy ?

Houw to implement
business sfrategy ?

Houw to implement
business sfrateqy ?

|\Which is better- Top Down Approach or Bottom-Up Approach?

The best approach, whether top-down or bottom-up, depends on the situation and the organization's needs. Here are some things to
congider:

Team size: A top-down approach is better for larger teams or organizations with many employees. A bottom-up approach is better for
smaller teamg or organizations that need to collaborate closely and make decisions quickly.

Projeat complexity: A top-down approach s better for projects with multiple sub-teams or many different parts. A bottom-up approachis
better for projects that involve determining an innovative solution to a problem.

Decision-making: A top-down approach is more efficient for decision-making and execution. A bottom-up approach can take more time
because of collaborative decigion-making.

Team engagement: A bottom-up approach can lead to higher team engagement and motivation.
Program needs: A bottom-up approach can ensure that programs meet the needs of the staff.

Project management: A top-down approach can be more suitable for developing a structured and uniform project management WBS.

Introduction to Strategic Management
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L Network or Relationship between three levels 7

There are 3 major types of networks of relationship between the levels and also amongst the same levels of a business;
Funetional and Divisional Relationghip:
[t is an independent relationship, where each function or a division is run independently headed by the function/division head, who
i¢ a business level manager, reporting directly to the business head, who i¢ a corporate level manager.
Functions maybe like Finance, Human Resources, Marketing, ete. while Divisions may depend on the products like for a toys
manufacturer - kids toys, teenager toys, ete. could be divisions.

LHorizontaI Relationship: 7

All positions, from top management to staff-level employees, are in the same hierarchical position.

[tie a flat structure where everyone ig considered at same level.

This leads to openness and transparency in work culture and focused more on idea sharing and innovation.

This type of relationghip between levels ie more suitable for startups where the need to share ideas with speed is more desirable.

LMatrix Relationship: W

o [t features a grid-like structure of levels in an organisation, with teame formed with people from various departments that are built for
temporary task-based projects.

o Thig relationship helps manage huge conglomerates with ease where it ig nearly impossible to track and manage every single team
independently.

o [nMatrix relationghip - there are more than one business level managers for each functional level teams

o [tis complex for smaller organisations, but extremely useful for large organisations.

e Introduction to Strategic Management
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2 Strategic Analysis-External Environment
[ Strategic Analysis: ]
[mportanee of Buginegs Environment
External Analysic [dentify Opportunities,
Evaluation of Current: Threats
Vision Analysis
Mission
Goals . ;
Internal Analysis ldentify Strengths,
Strategies Weaknesses
[ssues to Consider for Strategic Analysis:
e Outcome of everyday decigions 0  Opportunity O  Balance reduces with the complexity
e Influenced by experience 0 Influence and intermingling of variables
o Updated when results become clear 0  Congtrainte: kind, degree, volume & O ldentify potential imbalances, risks
e Evolves with fime significance of impact O  Assess their consequences
O Some are under control, and some
are beyond current capabiliti
Time
Short Time Long Time
) Errors ininterpreting the Changes in the environment lead to
o  External . .
7 environment cause strategic failure | obsolescence of strategy.
2
<
= Organizational capacity is unable [nconsistencies with the strategy are
& Internal to cope up with strategic demand. | developed on account of charges in
internal capacities and preferences
Figure : Strategic Risk

e Strategic Analysis-External Environment
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Buginegs Environment (E xternal Environment)

[t refers to all: Highly  dynamic Close and Achieve High
o External £ and continuously continuoug Competitive performance
xternal factors evolving interaction Advantage for survival and
o [nfluences between growth
o Situationg that affect business and its
v" Business Decisions environment

v Dlang
v" Operationg

Importance of Buginess Environment

Determine opportunities Given direction Continuous [mage Building Meeting
and threats of growth Learninag competition

Types of External Environment

Congist of economic, socio-cultural, technologieal, political
and legal factors

Clagsification into components helps organization to cope
with its complicity, comprehend the different influences.
made up of: individuals, teams organization, agencies, etec.

- related to small area or immediate periphery

- Influences organization regularly and directly

- Specific to business

- Affect working on regular and direct basis

- Made up of: suppliers, consumers, competitors, ete.

lssues we need to address in miero environment

Employees of the firm, their characteristics and how they are organised
E xigting customer bage on which firm relies for buginesse

ways in which firm can raige finance

who are firm's suppliers and how are the links blw the two?

The local community within which the firm operates.

Direct competition and their comparative performance

Elements of Macro Environment

Demographic Environment Socio-Culture Environment Political-Legal Environment

Technological Environment Economic Environment

e Strategic Analysis-External Environment




PESTLE Analysis

[t encourages mgt. Into proactive and
strucured thinking in its decision making

achieve greater economies
of scale. & extend the
lifespan of its products

Multiple units draw on a
pool of resources.
Units respond to some

common strategy.

Why do Businesses Go Clobal?

,
[t defines [t have major Affects Determine Affects, how growing awareness
how & to impacts on demand for Barriers to entry, company. to climate change is

what how a minimum efficient Operates, its affecting how
extent, businesses company’s production level & costs and companies operate
govt. operate and product influence demand for ite and the products
intervenes make outsourcing products, case they offer.
in the decigions decisions of buginess.
economy %
[nternationalization of Business
[t enables business to enter Characterigtics Steps:
new markets Conglomerate of multiple - Evaluate global opportunities
[t enables business to unite and threats and rate them

Describe the scope of the firm
Create firm’s objectives
Develop distinct corporate
Strategies.

Need to grow

Rapid shrinking of Time and distance
Domestic market are no longer adequate.
Need for cheaper source

Reduce higher transportation cost
Generate higher sales & Better caghflow
Rise of service sector

Collapse of International Trade Barrier.
forming Strategic Alliances.

e Strategic Analysis-External Environment
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Analygis of [nternational Environment: Understanding Business Products:
Multinational Environmental - Products are either tangible or intangible.
analysis. + Product has a price.

Country. Environmental analysis. - Products have certain features that deliver
Regional Environmental Analysis. satigfaction.

Product i pivotal for business.

Dradint hae a neoful lifo

Produet life eycle (PLC)

Qales —»

Time———»

[ntroduction Growth Maturity Decline
Competition- negligible competition increases Competition-tough/ Stiff Competition - intenge
Markets - Limited Market - expands Market - Stabilizes Market - saturation
Prices - relatively high prices- fall Prices - comes down Prices - Lowered
Demand- Low Demand-expands Demand - Stable Demand-decreasing

| !

To stayin market,
Combinationg of Strategies
can be implemented like
Retirement or Divestment

To stay in market,
maintain Stability

e Strategic Analysis-External Environment
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Value chain Analysie

. Value creation ig an activity or performance by the firm to ereate value that inereases the worth of goods, services, business
processes or even the whole business system.

2. Ultimately, thie concept gives business a competitive advantage in the industry and helps them earn above average profite/rectums.
3. Competitive advantage leads to superior profitability. At the most basic level, how profitable a company becomes depends on three
factors:

- The value customers place on the company’s products;
- The price that a company aharges for its products; and
- The eosts of ereating thoge products
4. Thevalue customers place on a product reflects the utility they get from a product—the happiness or satisfaction gained from
consuming or owning the product.

Firm Infrastructure

Human Resources Management

Supports
activities Technology development
Procurement
Marketing
lnbt)-ur}d Operations omb_mf"d % Qorvide
Logisties Logistics
Sales
S — e
L —
Primary Acfivities

value chain (michael porter’s)

Dorter’s Five forees Model

Definition: - Steps to determine what competition ig like in a given industry:
olt i a simple but efficient way for
determining key sources of competition. [dentify the How strong the Collective
e Bagic unit of analysie of understanding pressure pressure strength of 5
is a group of competitors. comprising of forcesis
each force conductive to

earn attractive

POTENTIAL Competitive pressures
NEW coming from the threat of
ENTRANTS entry of new rivals
INDUSTRY COMPETITORS
SUPPLIERS ——p < BU‘/ERISI
Competitive pressures Compefitive pressures

gtemming from buyer

stemming from suppliers
RIVALRY AMONG EXISTING FIRMS Bargaining Pow

Bargaining Power

FIRMS [N OTHER INDUSTRIES

OFFERING SUBSTITUTE mePefi\?Pwsw:s coming
PRODUCTS rom gubstitute products

Figure: Porter’s Five Force Model of Competition

Strategic Analysis-External Environment
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L Five Forces: ]
Can reduce industry's profitability
Threat of New Profitability tends to be higher when other forms are blocked from entry.
Extrants
Barriers to Entry by
v ! v v v v !
i i Pogsibility. of
Ca.plfal E:gno:mes Products Switehing Brand décfc;ssffo ::Z:e';s?vz
Requirement 0 laa ¢ differentiation costs [dentity :hnn:e:l(; " Retalication
! ! ! ! )
E.g:-Car Mfg g 'l'l'.a” Phone industry, Lifetime LG/ Sony ° %C l Dec canlairline
efing Microchips Licenge, oca (_) 2 (earfira) ’
Cheaper Training, maggi sarllra
ete akshay Kumar
Large no. of sellers E.g sarjoni Market
Bargaining Power .
of customers Buyers forming cartels groups
Can influence prices as well as services
Evident only when:
fullknowledge of sources spend lot of money ie. Big Buyers Buyers are more concentrated than Suppliers
More concentrated than the buyers
Bargaining Power More features in product/Services
of suppliers
Crucial to buyer’s gubstitute is not
Secret high switchina costs

e Strategic Analysis-External Environment




[ )

BY RAHUL BHUTANI SIR 4 —'\

Impact is more at functional level

Rivalryin the

Move intenge rivalry, less attractive Industry
Industry

Cut throat and Low profitability when:

r‘/l/\\

Industry No. of Fixed Costs Exit Barriers Product Slow Growth
Leader Competitors Higher FC, Low Difficult to Differentiation Reduce
discourage Leader Industry exit [ngulation from profitability
price wars, impact Profit price wars

create decreases

discipline

Qubstitute price advantages

Threat of Performance improvement

Substitutes

Happens because of substantial investmentin R & D

firm must search for products with similar functions

( Exper'ience Curve )
! ! !

- Following features
[ncreased efficiency Unit cost decline as Learning effects. Economies -Ace org. grow they gain exp.
through repeating firm aoeumulates of Seale Product Redecign & -Advantage over competition
productive Work experience Technological Improvements key Barrier to entry Succeecful org. posees

stronger experience curve effects

Jos-

Cost per unit

>

Cummutative Production of Unite

Strategic Analysis-External Environment
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< Value Creation /
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The concept of value creation was introduced primarily for providing products and services to the customers with more worth. Value is measured
by a produet’s features, quality, availability, durability, performance and by its services for which customers are willing to pay.

Activity or
performance
that increases
worth

Profitability due to

Provide competitive | | - g""’;‘c‘;"” CDTP”"';“"‘”E"-}‘ | E xoess amount over the
= reat Thos d 5 »

advantage that helpe u— . a— price ushich customer
~Vahes cus fomer places 5 e

to earn more pays is value creation

-Happiness & satisfacton
gained by consuming or owning

Value of C

Custorner's Suplug [

L[]

-

Profitable Pricing Band

—

Firm's Margin

Minimum Value which company
want to sell

1

Firm'e Cost of value creation

Cost of Company

Figure: Valuer Creation

Market

.

Where Heme & cervices

y

Might be physical or

i

Wide range of operations, including
research, designing, pricing, promofion,
transportation & distribution

!

Group of individuals trying to buy

Cusfomer or Market Oriented

can be exchanged for a price may be virtual spfzcif?c commo.difg or
service in a specific place
Marketing
Four P g - Product Place, Different Dimensions
Pricing & Promotion l
Produet Orientation Sales Orientation

=>Buyerg chooge that have best

quality (performance, design => Spend enough money

& features) on advertisement
=> Customers choose low-price & promotion
products

=> Continuously learns from
ite customers’ needs &
market dynamics

Strategic Analysis-External Environment
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C(lusfomer Ana[gsis)
[
Cugtomers ve Congumers Escential MarketingComponent Esgential Marketing Component
=> Coneumers - consumes or = ldentify target elient = Adnminisiration of customer survey
utilizes the product and services = Determine their wante = Euvaluation of Market Positioning Strategies
= Congumers are the purehagers = Definehow product = Development of Customer Profiles
meete those needs = Selection of Best Market Segmentation
Categorized on Demographics Using the facte generated
= Age, Race, Gender, = Effective profile of
Ethnicity, E.conomic Level & customers may be
Geogrphie Region establiched
= Assistin developing profiles
( Customer Behavior)
How they Purchase ? Enables businesses to Influenced by:
i establish effective marketing
=> Shopping frequency d advertici K
—=> Produet Preferences UG E EE LT
= Perception of your marketing
= Sales & Service Offering l l l l
External Influence Internal Influence Decision Making Post-Decision Process
* Adverticement * Dgychological Factors * Droblem recognition * After decisional purchasing,
* Peer Recommendation! internal o customer = Search for desirable alternatives evaluafing outoome
* Numerous Ervironmental * Weighing their prog & cons * Happy customers repurchage,
Elements or Social Norms o Make s final choice recommend
* Cugtomere with disconance will
not buy
< Competitive Landscape )
i ‘, l
ldentifying & Understanding the [mportant in building upon
Competitors a competitive advantage Steps to Understand:
Permife comprehension of 1. ldentify the competitor
their vision, mission, 2. Understanding the competitor
core values, niche, 3. Determine their strengthe
sirengthe, and weaknesses. 4. Determine their weaknesses
5. But all the information together
Which gives answers to questions:
What will the businese What improvement does the) /~ How can the firm exploit
do with thig information? firm need to make? weaknesses of competitors?
. J
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[ Kev Factors of Competitive Success ]

KSFs — Key Success Factors
[ Anindustry’s Key Success Factors (KSF¢) are those thinge that most affect industry members’ ability to progper in the
marketplace - the particular strategy elements, product attributes, resources, competencies, competitive capabilities, and
buginess outcomes that spell the difference between profit and logs and, ultimately, between competitive success or failure.
2. KSFs by their very nature are go important that all firms in the industry must pay cloge attention to them.

o

Determining the industry’s key success factors, given prevailing and anticipated industry and competitive conditions, is a top-

priority analytical consideration. At the very least, managers need to understand the industry situation well enough to know

what ig more important to competitive success and what is less important.

4. Key success factors vary from industry to industry and even from time to time within the same industry ag driving forces and
competitive conditions change.

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

0  Onuwhat bagis do customers choose between the competing brands of sellers? What product attributes are crucial to
sales?

0  What resources and competitive capabilities does a seller need to have to be competitively successful, better human
capital, quality of product or quantity of product, cost of service, ete.?

0  What does it take for sellers to achieve a sustainable competitive advantage, something that can be sustained for the
long term?

Strategic Analysis-External Environment
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3 ‘ Strategic Analysis-Internal Environment
|

Internal Environment

( Internal Environment )

v

v

4

v
N

Sum total of people |

physical in{'rastrucfurel

Administrative 2 )
Approaches |

-

Intangible Aspeote: |

* [ndividuals & groups
* Stakeholders

+ Process Input -
Throughput ~output

* Space

* Equipment

« Physical condition of
work

* Line of authority & powe
* Reeponcibility

« Coordination

* Org Culture

( Why lt's Important to Understand )

* Relationchips
* Philocophy

+ Values

* Ethice

Qpesific fo each N\

Organizational |

Based on Structur®
& buginess model

Y

[

+ Top management

» Ethics

Ineludes all stakeholders \ + [nvolves understanding of: \

¢ [nvegtors
¢ Employees
* Board of directors

* Work environment
* Employee friendliness
* Confidence of insurer
Othere philosophical aspect

( Understanding Key Stakeholders )

All thoge Individuale and
entitieg that have a
stake inits success

Stakeholders-Shareholders
Employees, Investors, Suppliers
Customers, Regulators &

g0 on Government, Labour
Union & Local groups

View of firm ig in contrast
To earlier view

( Clash of objectives may have unfavourable consequenaes)

Stakeholders

Shareholdere:

Regquiremante

*in tion and Inuous areative
+ Total shareholder return (Rol)
* Corp social responsibility

+ Top rankings of the organization

* Highoot markot chara

CED and Board of Direators:

Major Vendors (Produstion Hounoc):

* Prestige

+ Market chare

+ Revenue and profit growth
+ Market rankings

* Growth

+ Stability of ordering
+ Stable marging

+ MNew content - Innovation

# Better deals - Pricing Benefits
+ Ualue for money

* Continuoue cupply

Congumers (Viewers):

Employeas: + Wages and benefite
* Stability of employment

#* Pride of working for a reputed organizatio

Strategic Analysis-Internal Environment
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[ Mendelow's Matrix (Also Known as Stakeholder Analysis Matrix) 1

Simple framework to manage key stakeholder.

( Helps to Manage)

'

l

l

Who needs to know what & when Who needs to given feedbek Who hag the final approval
A
Keep Saticfied KeyPlayer
= - Congult often - Manage Closely
SE - Inerease their interest - Involve in decision making
- Can be hindrance to new * Engage regularly and bulld
. . . strong relationship
ideas or strategic choices
@
g (LOW)PRIORITY KEEP INFORMED
= - Monitor only, no » Utilice the high Interect by|
:’i engagement engaging in decisions
5 - General oceasional + Coneult in their areae of
Qg communication expertice and interest
Low Interestin the Organisation High

+* KKEEDP SATISFIED Stakeholders: High power, less interested people - Organisation should put in enough work with these
people to keep them satisfied with their intended information on a regular bagis. For example, banks, government, customers,

ete.

% KEY PLAYERS Stakeholders: High power, highly interested people - Organigation's aim should be to fully engage this group of

stakeholders, making the greatest efforts to satisfy them, take their advice, build actions and keep them informed with all

information on a regular basis. For example, Shareholders, CEO, Board of Directors, ete.

% LOW PRIORITY Stakeholders: Low power, less interested people - Organigation should only monitor them with no actions to

satisfy their expectations. Strategically, minimal efforts should be spent on this group of stakeholders while keeping an eye to
check if their levels of interest or power change. For example, business magazines, media houses, ete.

++ KEEP INFORMED Stakeholders: Low power, highly interested people- Organigation should adequately inform this group of
people and communicate with them to ensure that no major issues arige. These audiences can also help with real time feedback
and areag of improvement for an organisation. For example, employees, vendors, suppliers, legal experts, ete.

nvironment ig highly dynamic & certain things might happen that can cause

note - (&
stakeholders to move between quadrants?

)
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[ Strategic Group Mapping }

> Astrategic group consists of those rival firms which have similar competitive approaches and positions in the market.
> Companieg in the same strategic group can resemble one another in any of the several ways:
- They may have comparable product-line breadth,
- Sellin the same price/quality range, emphagize the same distribution channels,
- Use esgentially the same product attributes to appeal to similar types of buyers,
- Depend on identical technological approaches,
- Offer buyers similar services and technical assistance.
> ldentify the competitive characteristics that
- differentiate firmg in the industry typical variables are price/quality range (high, medium, low);
- geographic coverage (local, regional, national, global);
- degree of vertical integration (none, partial, full);
- product-line breadth (wide, narrow);
- use of distribution channels (one, some, all);
- degree of service offered (no-frills, limited, full)
Plot the firms on a two-variable map using pairs of these differentiating characteristics.
Assign firmg that fall in about the same strategy space to the same strategic group.
Draw circles around each strategic group making the circles proportional to the size of the group's respective share of total
industry sales revenues.

Y V V

Strategic Group Mapping

o

1]

E /

:

s

D

&

]

£

o

S

: &,

=

@
(4

Few Range of Producte Many

Explanation of Diagram (Strategic Group Mapping)

[ Strategic Drivers ]

Strateals Drivers | Includes: Indusiry & Markets, Customers,
9 Products, Service & Channels

Assessing current Differentiate an organigation
performance of business from its competitor

Involves analysis of :

Key markete in which org. operates

I¥'s key customers

Producte & Services it provides

Channel in which product & Service deliverea
Organigation’ Competitive Advantage

Some are interlinked, such as markets & product/ services and channels & key customer [n each channel
Different management matrices to assess: Profit Driven, Burpose Driven or any other

Strategic Analysis-Internal Environment
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( Industry & Markets >

.

Markets
 Sum total of buyers and eellersin \

area or region under congideration
e Value, cost and price of items
traded are as per forces of supply

Industry

Grouping that i based on
primary produet that company
makes or gells.

E.g.: Automotive Industry, & demand
Apparels [ndustry o Market may be physical entity
or virtual

May be local or global

Customers
Different customer,
different needs &
req. different
gales ehannel
First steps in Often respongible
deciding the for generation
product/ services of profite
Important for Collect & display
underetanding from data of customers
pricing perspective to show trends
value ereation & & profitability
decign ucability
Target area of
growth can be
pursued as per
issues with customer
Products/Services
> Closely linked interrelated with the markets
> Answer general question: What buginess are we in & What should be done to win over competition
> Stands for combination of goods & services

[ | ! L

Managing existing Dropping failed Regarding branding,
product over time producte packaging & warranties efe.

Adding new oneg

| I

| l

Indugtrial or coneumer Eseential or Luxury

Durables or Perighable

Wide range of quality &
workmanghip which
changes over time

Dynamics can be captured
by set of policies & strategies

Strategic Analysis-Internal Environment
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v

Some have \
aongictent

demand & some have
chort life spans

L J
On basis of size, \
colour, \

packaging, brand

names, afler-gales
services & soon

v

v

v

v

\

Paychologieal \

rather than phygical

Can be real or
imaginary

\

Through hrand\

namee ’

Reinforced with legﬁ.

sanctions & protections

Advertising \\

premation ’

For a new product,

e Have a customer-centric approach while making a product.
e Droduce sufficient returns through a reasonable margin over cost.
e [ncreagina market ghare.

Produets and services need heavy investment in reaching out to customers. Over the years, a number of marketing strategies have been
evolved, which are given to handle marketing strategically and fight the competition in the market.

. [t refers to the design, implementation, and control of programs seeking

. This type of marketing includes and benefite that a product can offer besides the
core and actual product that is being offered.

. Marketing , generally calling for the

congumer to make a direct responge.

e Relationship Marketing: The process of
other stakeholders.

with customers and

o [t is applying the concepts, tools, and techniques of
one party can offer to another that is esgentially intangible.

. Services ig any activity or benefit that

o People can aleo be marketed. Percon marketing consists of activities undertaken to create, maintain or change
attitudes and behavior

o [t consiste of activities undertaken to create, maintain, or change attitudes and behavior of target audiences

° Place marketing involves activities undertaken to create, maintain, or change attitudes and behaviour towards
say, marketing of business sites, tourism marketing.

[t is a marketing philosophy holding that a company’s marketing should support the best long-run performance
of the marketing system that is ; its five principles include

° [t ie a market-coverage strategy in which a firm decides to
separate offers for each.
. When the demand for a product is irregular due to ausing idle
. [t ie a market-coverage strategy in which a .ltcan

also take the form of Niche marketing.

o [t includes marketing strategies to
only to reduce or shift it. This happens when there is overfull demand.

The aim is not to destroy demand, but

Strategic Analysis-Internal Environment
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Channels

Channels are the distribution system by which an organization distributes its product or provides its service.

2.  Thewider and stronger the channel the better position a business has to fight and win over competition. Also, having robust channels
of business distribution helps keep new players away from entering the industry, thus acting as barriers to entry.

3. There are typically three channels that should be considered:
o Thege are the intermediaries involved in selling the product through each channel and ultimately to the end

—

user.
The product channel focuses on the series of intermediaries who physically handle the product on its
path from ite producer to the end user.
The service channel refers to the entities that provide necessary services to support the product, as it
moves through the sales channel and after purchage by the end uger.

L Building Core Competency: ]

Ag per C.K. Prahalad and Gary Hamel,
o Core competencyis collective learning in the organization, especially coordinating diverse production skills & integrating multiple
streams of technologies.

(Core Competency is defined as)

! : '

Collective learning Coordinating diverse [ntegrating multiple
of organization production skills etreame of technologiee

( Core Competencies is )

I

; . ' !

Vigible in form of
organicational functiong

Combinations of
ekills & technologies

Whatever it does best ‘ Difficult to imitate

According to C.K. Prahalad and Gary Hamel, major core competencies are identified in three areas
Competitor Differentiation

I Competitor differentiation can provide a company with an edge compared to Competitors

2. lt allows the company to provide better products or services to market with no fear that competitors can copy it.
Customer Value

I Product or service hag to deliver a fundamental benefit for the end customer in order to be a core competence
2. ltwillinclude all the skills needed to provide fundamental benefits.
3. The service or the product has to have a realimpact on the customer as the reason to choose to purchase them

Application to Other Markets
. Core competence must be applicable to the whole organization;
2. It cannot be only one particular skill or specified area of expertise.
3. Therefore, some special capability would be essential or crucial, it will not be considered as core competence if it is not
fundamental from the whole organization’s point of view.

Strategic Analysis-Internal Environment
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Criteria for Building Core Competenaies (CC)?

. Valuable

o Valuable capabilities are the ones that allow the firm to exploit opportunities or avert the threats in its external
environment.

o A firm created value for customers by effectively using capabilities to exploit opportunities.
2. Rare

o Core competencies are very rare capabilities and very few of the competitors possess these.
o Competitive advantage results only when firms develop and exploit valuable capabilities that differ from those shared with
competitors.
3. Costly toimitate
e Costly to imitate means such capabilities that competing firme are unable to develop easily.
4. Non-gubstitutable
e Capabilities that do not have strategic equivalents are called non-substitutable capabilities.
o This final criterion for a capability to be a source of competitive advantage i¢ that there must be no strategically equivalent
valuable resources that are themselves either not rare or imitable.

L Competitive Advantage 7

Achieved advantage over rivals when a company’s profitability is greater than average profitability of firmg in ite industry.

(Oompeﬁfiue Advantage is achieved when>

! v !

Other firme Can't (too costly to)
duplicate or (imitation fails)

value Creationis done

Sugtainability of Competitive Advantage Depends on these major characteristics

L. Durability

e  The period over which a competitive advantage is sustained depends in part on the rate at which a firm's resources and
capabilities deteriorate.

e Inindustries where the rate of product innovation is fast, product patents are quite likely to become obsolete.

o  Similarly, capabilities which are the result of the management expertise of the CEO are algo vulnerable to hig or her retirement.
2.  Traneferability

o  The eagier it is to transfer resources and capabilities between companies, the less sustainable will be the competitive
advantage which ig baged on them.

3. Instability
e [fresources and capabilities cannot be purchased by a would-be imitator, then they must be built from seratch.

o How easily and quickly can the competitors build the resources and capabilities on which a firm’s competitive advantage is based?
Thig is the true test of ingtability.

e Strategic Analysis-Internal Environment
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4. Appropriability
o Appropriability refers to the ability of the firm’s owners to appropriate the returns on its resource bage.
o Even where resources and capabilities are capable of offering sustainable advantage, there ig an issue as to who receives the
returns on these resources.
o This meang that rewards are directed to from where the funds were invested, rather than creating an advantage with no actual
reward to people to invest capital.

-\\Michael Porter’s Generie Sfrafegg)
|

« Cost Leadership
« Differentiation
« Focus

Large companies compete on
cost leadership & /or differentiation
where as small companies on focus

Can be pursued by any
type or size of buginese

Competitive Broad | o Leadership | Differention
Qoope  Target
Narrow | Focuseed Cost Focussed
Target Leaderchip Differenfiation

Low-Cost Differentiated
Producte/Servicee Producte/Services

Competitive Advantage

Eigure : Michael Porter’s Generic Strategies

L Cost Leadership Strategy 7

Low-cost competitive strategy that aime at a broad mage market.

2.  Requires vigorous pursuit of cost reduction in the areas of procurement, production, storage and distribution of product or service
and also economies in overhead costs.

3. The cost leader is able to charge a lower price for its products and still earn satisfactory profits.

4. Theinternal strategy of sharing resources to build a competitive advantage i¢ called synergy benefit.

5. Usually permeates the entire firm, as evidenced by high efficiency, low overheads, limited perks, intolerance of waste, intensive
sereening of budget requests, wide span of controle, rewards linked to cost containment, and broad employee participation in cost
control efforts

6. Can especially be effective when:

The market is composed of many price-sengitive buyers

There are few ways to achieve product differentiation.

Strategic Analysis-Internal Environment
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CHow to achieve cost Ieadership?>

——=* Prompt forecasting of demand
———eo Optimum utilization of resources
e Achieving economies of scale

———————eo Standardization of products

 [nvestment in cost saving technologies

e Resictance to differentiation

@isk of Pursuing Cost Leadershi@
|

Competitors may Technology breakihrough Buyers interest may swing fo other
imitate strategy in the indugtry differentiation features besides price

Advantage of Cost Leadership

o  Rivalry - Competitors are likely to avoid a price war,

o Buyers - Powerful buyers/customers would not be able to exploit the cost leader firm
o  Suppliers - Cost leaders are able to absorb greater price increases from suppliers

o Entrants - Low-cost leaders create barriers to market entry

o  Substitutes - Low-cost leaders are more likely to lower the costs to induce existing customers to stay with their products, invest
in developing substitutes, and even purchase patents.

Qisaduanfageg of Cost Leadershio

[

! : ! l

Approach can be expensive in
May nof‘lasf _lof‘g as Queceed if firm achieves the long run as they minimize Technological advancement
competitors imitate higher ¢alee volume cost of advertisement, is a great threat
market research ete.

L Differentiation Strategy 7

L. This strategy is aimed at a broad mass market and involves the creation of a product or service that is perceived by the customers
as unique. The uniqueness can be associated with product design, brand image, features, technology, dealer network or customer
service.

2. Because of differentiation, the business can charge a premium for its product.
3. Differentiation does not guarantee competitive advantage,
4. Successful differentiation can mean greater product flexibility, greater compatibility, lower costs, improved service, less
maintenance, greater convenience, or more features.
5. Differentiation strategy should be pursued only after a careful study of buyers’ needs and preferences.
6. A successful differentiation strategy allows a firm to charge a higher price for its product and to gain customer loyalty
\. J/

Strategic Analysis-Internal Environment




— ‘i'i"::";i'-';-""'

;-

BY RAHUL BHUTANI SIR

Bages of Differentiation

e Product
[nnovative products that meet customer needs can be an area where a company has an advantage over competitors.

e Pricing
Companies that differentiate based on product price can either determine to offer the lowest price or can attempt to establich
superiority through higher prices.

e  Organigation
Organigational differentiation is yet another form of differentiation. Location advantage, name recognition and cugtomer loyalty
can all provide additional ways for a company to differentiate itself from the competition.

How to achieve Differentiation?
o Offer utility to the customers
e  Elevate/Improve performance of the product.
o Offer the high-quality product/service for buyer satigfaction.
e Rapid product innovation to keep up with the dynamic environment.
e Taking steps for enhancing brand image and brand value.
e  Fixing product prices based on the unique features.

Advantages of Differentiation Strategy:

e Rivalry - Brand loyalty acts ag a safeguard against competitors.

o Buyers - They do not negotiate for price as they get special features.

o  Suppliers - Becauge differentiators charge a premium price, they can afford to absorb higher costs of supplies.

o Entrante - New entrants generally avoid these features because it is tough for them to provide the same product with
special features at a comparable price.

o  Substitutes - Substitute products can't replace differentiated products which have high brand value and enjoy customer
loyalty.

Dicadvantages of Differentation Strategy:

o  In the long term, uniqueness is difficult to sustain.
o  Charging too high a price for differentiated features may cause the customer to switch-off to another alternative.
o  Differentiation fails to work if its basis ic something that is not valued by the customers.

LFocus Strategy W

[. A successful focus strategy depends on an industry segment that is of sufficient size, has good growth potential, and is not erucial to
the success of other major competitors.

2. Focus strategies are most effective when consumers have distinetive preferences or requirements, and when the rival firms are not
attempting to specialize in the same target segment.

3. Anorganization using a focus strategy may concentrate on a particular group of customers, geographic markets, or on particular
product-line segments in order to serve a well-defined but narrow market.

4. Focuged cost leadership:

®  Requires competing based on price to target a narrow market.

® [t charges low prices relative to other firmg that compete within the target market.

e  Compete based on price and target a narrow market

5. Focuged differentiation:

®  Requires offering unique features that fulfil the demands of a narrow market.

®  Narrow markets are defined in different ways in different settings.

o  Some firms using a focused differentiation strategy concentrate their efforts on a particular sales channel, such as selling over
the internet only. Others target particular demographic groups.

aplod J/
areT
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Advantages of Focused Strateqy:
e Dremium prices can be charged by the organisations for their focused product/services.
Due to the tremendous expertige in the goods and services that the organisations following focus strategy offer, rivale

and new entrants may find it difficult to compete.

Digadvantages of Focused Strategy:
o  The firme lacking in distinctive competencies may not be able to pursue focus strategy.
o  Due to the limited demand of product/services, costs are high, which can cause problems.
® In thelong run, the niche could disappear or be taken over by larger competitors

L Best Cost Leadership Strategy 7

Broad Differentiation
Strategy

A Broad Crose- | Overall Low Cost
Section of Buyers| Leaderchip Strategy

)

2 Bect-Cost
= Provider
-pg Strategy
=

Focussed Differentiation

A Narrouwer Buyer Focucced Law- Cost
Strategy Company's

Segment (or Qtrategy
Market Niche)

Figure: The Five Generic Competitive Strategies

I Theobjective is to keep costs and prices lower than those of other sellers of ‘comparable products”.
2. Best-cost provider strategy involves providing customers more value for the money by emphasizing lower cost and better-quality differences. It

can be done through:
offering products at lower price than what ig being offered by rivals for products with comparable quality and features
Or

o charging similar prices as by the rivale for products with much higher quality and better features.

Qaa
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4 STRATEGIC CHOICES

( Corporate Level Strategy )

| | ' !

N Growth/Expangion Retrenchment o
t
Stability Strategy Strategy Strateqy Combination Strategy
® Enfering new related * Turnaround
Current Buginege & Buginess ® Divestment o Combine different
Product Markets Entering new unrelated » Liquidation strategies
Buginess

N

L Stability Strategy

' ! ! ! | |

Qafeguard ite exieting Pursue well-established Continuein chosen Maintain aperational Consolidate eommanding Optimice refu
intereste & strengthe & tecfed objectives business paths efficiency position primise refurns
Purgued in Company
Small Org. may also follow
Same or Similar Product Reached Retain the sufficient ['e not Do nothing 1o eonsolidate the market position
Buginese Maturity Stage market chare Strategy & prepare for launch of growth
strategiee

( Characteristics )
v v v

\ 4

Does not warrant
Does not involve redefinition freshinvestment Building of core competencies
of business
Enhance functional efficiency . Leee Ricky & Modeet
o Maintain status quo L
in incremental way Growth objective

v

+ Buginese

- Product-market posture (Better deployment &
(positioning) utilization of resources)

- Effort ac at present

(Major Reasons to pursue)

l i i l i

Staff feele comfortable with Environment ie
status quo (Less changes & Less Risk) relatively stable

After rapid expansion, firm

Product reached maturity etage
yetag wants fo stabilize & consolidate

Not advicable to expand

STRATEGIC CHOICES
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(Grown )

( Growth Strategy )
! ! ! ' !

N ) Dynamiem, Vigour, Reformulation of Relatively unknown Full of promises &
Redefining Business Promige & Success goale & directione & ricky paths pitfalls
- Enlarging scope : xew pm:ue:
- Subetantial increace New technology
ininvestment - New malrkei
* [Innovation

Intengification

Characteristics
l l : 1 ¢

Redefinition of Businese Risk & re_wards Meefsf the mammoth growth Highly volatile strategy lﬂHerln_g propositions
are high ambition regarding:
l A4
Frechinvestment * Produets
New business/products/mar * Markets
kete - Funding
- Pick best alternatives
@easons for Growth Sfrafeg@
. . May lead to greater Advantage from experience
Increase in pace of activity Chief executives take pride J g . perie
7 control over market curve & scale of operation
A The Angoff Matrix

g

2

5‘“ Market Development Diversification

3

=

(=2

£

%’ Market penetration Produet Development

w

>
Existing Products New Producte
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Market Penetration Produet Development
[ncrease market share. E.g.- Coca Cola, iPhone ete Add product featureg, product refinement. E.g. iPhone pro, iPhone
X
[nereage product usage. E.g. - Country Delight. Time Zone, Credit | Develop product, a new-generation Eg. LCD-QLED- OLED. Xev-
Card companies 9E,BE6
Inereage the frequency used. E.g. - Zomato, Zepto Develop new product for the same market. E.g. Air pods,

Smartwateh, iPad, Maruti lgnig, Fronx

Increage the quantity used. E.g. Desi Ghee, Handwash
Find new application for current ugers. E.g. Dairy Milk Celebration,

Sketchers ete.
Market Development Diversification involving products and new markets
Expand geographically Target new segments. Related / Unrelated. E.g. [TC in FMCG to Hotels
Same product, new type of customer Reliance from textile to jio communication
(Selling existing products into
existing markets)
Market Penetration
A 4 A 4 A4 A 4 4
More sales fo present customers No major changes in producte Gre? sG] Mature market requires: |n(j,reja singusage by
celling existing customers
+ Aggressive promotional
campaign
* Pricing strategy
same product
new market
( Market Development
Sell exieting producte (dentifying & developing New produet dimension New distribution Different pricing poliies fo
into new markets new markete or paakaging channel atiract different customers

New produet

C Product Development >/' came market
' I |

Modified producte
which ean appeal

Development of new

New produete h
competencies

[ (New product in new market) ‘

4 SE——
l l L Diversification l l
Uced because of chiftin
market eondition over time

Ricky as not baged on successful

it i
e product or established market

Moving in less or no experience

L Growth Through Diversification:

® Enteringinto — New produets or product lines & New services or new markets.

® Involving substantially — skill — technology — knowledge.

STRATEGIC CHOICES
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® Means of utilizing existing facilities and capacities in more efficient manner.

® Toimprove the sales & profits of existing markets by adding suitably related or new products i.e. creating synergy

Related Diversification

Unrelated Diversification

®  Exchange or share agsets or competencies by exploiting
e  Brandname

®  Marketing skille

®  Saleg and distribution capacity.

e  Manufacturing skills.

®  R&D and new product capability.

o  Economies of scale.

®  [nvestment in new portfolios.
e Employment technologies of new age.
e Focus on multiple products.

®  Reduce rigk by operating in multiple
product markets.

®  Defend against takeover bids.

®  Drovide exclugive interest.

Diversification
Concentric  Diversification: - Related
Business

® New buginess is linked to existing through —
process — technology — Marketing.
®  Spin off from the existing facilities and products
process.
®  Understood in two directions
o Vertical integration
o Horizontal integration
Vertical [ntegrated Diversification
[ Moves forward or back ward in the chain.
2. Enter specific products/process steps withintention
of making new buginess of firm.
3. firm remaing vertically linked in product - process
chain
(A) Forward Integration
e Moving forward in the value chain.
e Entering business lines that use existing
products.
e When entering into business of distribution.
E.g. Coffee bean manufacturing started café
coffee day.
(B) Backward Integration
Creation of effective supply.
Entering buginess of input provider
To expand profit.
Gain greater control over production/ supply.
Lessen cost of production

Horizontal Integrated Diversification

e Moving into one or more gimilar buginesses

e Integrating with company in complementary
product or by-product
Conglomerate Diversification

Market
No linkage é Product
Technology
o Digjoint from existing in every way.
o  Unrelated
® No common thread with present position.

Expangion Through [nnovation

®  Upgrading of existing product lines or
e  Market share
®  Revenues
e Drofitability
o  Customer gatisfaction
®  Helps to solve complex problems: -
e  Existing problem of the society
o  Customer centric sustainable golution.
® Increase Productivity: -
e Leads to simplification
e  Through automating regpective tasks.
o  Simplifying long chain of process
®  Gives competitive advantages

e  Fagter a buginese innovates, further it goes
from its competitive reach.

e I[nnovative products need less marketing
e  Added satisfaction to customers.

e Retainexisting customer and add one with eage

STRATEGIC CHOICES
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L External Growth Strategies

Merger and Acquisitions

Difference between Merger and Acquisitions

Merger Acquistitions
o Companies come together to expand. ® Financially strong company acquire the
®  Friendly termg (profit is shared) weaker one.
e Increases financial gain and strength. e  Combined operationg run under the name of
®  Braking trade barriers. powerful organization.

e  Often happen during recession or decline in
profit margins.

®  Unfriendly terms (forced association)

o  Combining two or more organizations together.
® [nstant means of achieving the expansion.

e  Circumvents the time, risks and skills involved in sereening internal growth opportunities.
® Done in systematic manner, the mutually beneficial.
®  Meagure of synergy between parent and acquired enterprige.
e  Synergy results from
o Dhygical facilities
e Technical and Managerial ekille
e Digtribution channel
e  General management
e R&Dete.

e Dogitive effects of merged resources are greater than the effect of individual resources.

( Types of Merger and Acquisitiong )

Horizontal Marger @ugenerlc Merger: Merging related org)\
Same Industry — Direct competitors ] Basic Req.
Objective to achieve economics of seales. Produet Procese Business Market Technologic
o Opportunities to diversify around a common et of
Qhe_ddu:ng Widening the Decrea.ge in Gettingrid of resources & st‘rafeglc requlremptnfs.
duplication line of prod working it * Include: Extensions of products line.
of inetallatione | [ O Producte eapital & fixed compettion *  Acquiring components for daily operations.
. & cervices. and seen. equiring eomp yop
and functione. assete.
Vertical Marger Conglomerate Merger
o Sameindustry — Diff, stages. Customer group
*  Synergy with merging firme. N Cugtomer functione
® Many operating & financial economice. Holliage
L : Technology.
¢ Resricting the supply of inputs to other players.
Production
— Takeover supplier/Producer of Raw material. No Linkage Marketing
R&D
— Takeover buyer organization/Digtribution channel.
Teehnology
\. J

STRATEGIC CHOICES
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Expansion Through Strategic Alliances:

Definition: Relationship b/w two or more buginess that enables each to achieve certain strategic objectives which neither
would be able to achieve onits own.

® Maintain their status ag independent & separate entities.
®  Share the benefite and control over partnership.

e  Make contribution until alliance terminated.

e  Often formed in Global Market Place.

ADVANTAGE OF ALLIANCE

Dieadvantages

Sharing of regources & profits

‘®  Sharing of knowledge & skills which is problematic ¥
there are trade seerete

*  Whenally becomes opponent it ereate problems

Strategic

Organizational

Helps to learn neceseary kills.
Obtain certain capabilities.
Enhance productive capacity.
Provide a dietribution system
External supply chain.
Complementing goods & services.
Alliance with well known add legitimacy & credibility.

Rivals joing to cooperate. Instead of competing
Vertical integration possibilities.

Pooling of resources & ckille

May help in: Future business in opportunities
Development of new prodi technologi

e s 8

Access o new technologies.
Pureue Joint R&D

*® s s s s 0o

Political

arw—

)

Reduction in cost rick.
Greater economies of seale.
Advantage of co-speeification.
Creating adding value.

* Formed with local Foreign businese

" to gain entry into foreign market.
Done for legal barriers.

o Allianee with political influential
partners.

Strategic Exits

e  Attempt to find out the problem .
e Diagnose the cause of problem.

®  Steps are taken to solve problems.

Turn around: Ways & means to reverse the process of decline.
Divestment: Cut off the loge-making units, Divisions or SBV's. Curtaile its products line, or reduce functiong performed.
Liquidation: Abandon the activities totally.

Turnaround Strategy

[nternal retrenchment — Laid on improving initial efficiency.
Danger signals painting need of turnaround.

Persistent negative cach flow from buginess (eg)
Uncompetitive products and services.

Declining market share

Deterioration in physical facilities.

Over staffing, high turnover of employees and low morals

Mismanagement.

STRATEGIC CHOICES
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Asgeeement of current problems

‘®  Accece the current problem.

® (Get toroot cause & extent of drainage.
®  Once problemig identified.

e Efficient worke on repairing any immediate iecue.
. J

Implementing an emergency action plan

" Stop bleeding & enable organic action to survive.

e Dositive operating cach flow must be established as
soon ag possible.

N

LN

Analyze the situation & develop & strategic plan

Ay
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Stage-2:

Determine the changes of business survival.
Develop a preliminary action plan.

Look for viable core buginecs.

Look for Adequate bridge financing & available
resources.

Strength and weakness with respect to competition.
Develop strategic plan with specified goals and
detailed functional plane.

,—‘ Stage-4: l N
Rectrueturing the Buginese

) ) ) - Immediate attention on core producte.
* ?:::;::f"; sdg[;;?r::iltrl?rp\orzg; ﬁx::?;iﬂr:igmuce e Improve financial clate of core business if damaged.
finance & marketing & operation actions. N zrep[ara oash {orez;ajtgf
e Assese your Product lines & accumulate high potential ¢ Anayze a'ss’efs and debre
\_ products. ) ® DProduct mix’ may be changed.
* Leans organization practices.
/—[ Stage-5: Jﬁ e Target products towards different.
ReturntoN | |_* Moralsbuilding & Rewards systems to employees. )
urn to Norma
‘»  Sign of heritability
* Enhancing economic value added.
e Carefully adding new producte & services.
* [mproving customers services.
® Creating alliance.
* [ncreasing market share.
AN Dy
[mportant Element of Turnaround Strategy are :
® Changesin the top management. ®  Quick cost reductions.
® Initial credibility - building actions ®  Revenue generation.
e Neutralizing external pressures. ®  Assets liquidation for generating cash.
®  Betterinternal coordination.

® [dentifying quick payoff activities.

L Divestment Strategy 1

Sale or liquidation of portion.
Part of rehabilitation or restructuring plan
Attempte when turnaround is unsuccessful.

Sometimes divestment i only assured, turnaround not possible

Acquired proves to mismatch & cannot integrate.
Persistent negative cash flow from particular business.
Not able to cope up severity of competition.

Not able to technically upgrade ag per required.

Better alternative for investment.

STRATEGIC CHOICES
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®  [tinvolves the sale or liquidation of a portion of businessora | ®  ltinvolves closing down a firm and selling its assets.
major division, profit centre or SBU. e  Liquidation becomes only option in cage of sever and
o  Divestment is usually apart of rehabilitation or restructuring critical conditions where either turnaround and divestment
plan and is adopting when a turnaround hag proved to are not seen ag solution or have been attempted but failed.
unsuccessful. Option of a turnaround may even beignoredif | ®  Liquidation as a form of retrenchment strategy is
it i obvioug that divestment ig the only ancwer. congidered ag the most extreme and unattractive.
Efforts are made for the survival of organization. o  Thereig logs of employment with stigma of failure.
Survival of organization helps in retaining pronormal, at least
to some extent.

ADL Matrix :-

Portfolio analysie technique baged on produet life aycle
Two-Dimensional Matrix
Basedon — Stage of industry maturity

— Competitive Position

Figure: Arthur D. Little Strategic Condition Matrix

Stage of industry maturity - Arthur D. Little (ADL) Matrix
Competitive position Embryonic Growth Mature Ageing
Dominant e Fast grow e Fast grow o Defend position o Defend position
Build barriers o Attend cost o Attend cost ® Renew
o Act offensively oleadership oleadership e Focus
® Renew * Renew o Consider withdrawal
o Defend position e Fast grow
o Act offengively © Act offensively
Strong o Differentiate o Differentiate o Lower cost o Find niche
o Fagst grow o Lower cost eFocug © Hold niche
o Attack small o Differentiate ® Harvest
o Firme ©Grow with
o [ndustry
Favorable o Differentiate o Focus e Focus
o Focus o Differentiate e Differentiate
o Fagt grow o Defend o Harvest
o Find niche
© Hold niche
© Turnaround
© Grow with industry
o Hit smaller firme
Tenable  Grow with industry o Hold niche
e Focus ® Turnaround
e Focus
o Grow with industry
© Withdraw
Weak o Find niche
o- Catch-up
o Grow with industry

STRATEGIC CHOICES
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The competitive position of a firm is baged on an assessment of the following eriteria:

Dominant: Thig is a comparatively rare position and in many caseg is attributable either to a monopoly or a strong and
protected technological leadership.

Strong: By virtue of thig position, the firm has a considerable degree of freedom over its choice of strategies and is
often able to act without its market position being unduly threatened by its competitions.

Favourable: Thig position, which generally comes about when the industry ie fragmented and no one competitor stands
out clearly, results in the market leaders a reagonable degree of freedom.

Tenable: Although the firme within thie category are able to perform satisfactorily and can justify staying in the
industry, they are generally vulnerable in the face of increased competition from stronger and more proactive
companieg in the market.

Weak: The performance of firms in this category is generally unsatisfactory although the opportunities for
improvement do exist.

L Boston Consultant Group (BCG) Growth-Share Matrix ]

o Growth Share matrix known for Cow-Dog Metaphors
o Popularly used in Resource Allocation of Diversified Company.

Relative Market Share
High Low
Quecstion marks
S
2 X
(3]
a4
=
3
2
(=]
5 Dog
&
=
3
[=] .
- - » »
Figure: BCG Growth-Share Matrix

Q STRATEGIC CHOICES
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Company classifies its different
business on two-dimensional

[ Vertical Axie ) [ Horizontal Axis )

—»( Market Growth Ra@ —"( Relative Market Share)
Provides Measure of [Measure of Company j
Market Attractiveness ) | \_ Strength in the Market
{ Question Marks:

| \ 4 N\
Stare o Droblem children or wild eat

o Low market share in high growth markets

o Broduct or SBU's growing rapidly o Need lot of cash to hold their share
o Need heavy investment to maintain their position o [f left unattended becomes cash trap
o Begst opportunity for expansion o Since growth rate ie high, increasing it should be
relatively easier
o Turn them stars & then to cash
. J
Cash Cows: [ Dogs:
4 A ( A
® Low growth ~ High market share o Low growth — Low share business/products
® Generate cash and have low cost ® May generate enough cash to maintain
o Already establiched & settled o Do not have much future
o Need less investment fo maintain market share o Minimized by divestment or liguidation
o Star becomes eash cows in long run

\ J/ N /

(s BCG Matrix really helpful?

ls BCG Matrix really helpful?

o The growth-ghare matrix has done much to help strategic planning; however, there are some problems and limitations with the technique.
o BCG matrix can be difficult, time-consuming, and costly to implement.

e Management may find it difficult to define SBUs and measure market share and growth.

o [t aleo focuses on classifying eurrent buginesges but provide little advice for future planning.

o Theycan lead the company to placing too much emphasis on market-share growth or growth through entry into attractive new markets.
o Thig can cause unwise expansion into hot, new, rigky ventures or divesting established units too quickly.

STRATEGIC CHOICES
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N
L General Electric Matrix ("Stop Light" Strategy Model)
Buginess Strength
St A w [ o
- ikl ek o Developed by GE with assistance of

2 High [nvest/Expand [nvest/Expand Select/Earn MeKinsey & Company
g e Also known as Business Planning Matrix
‘:'}: Medium |  Invest/Expand Select/Earn L / GE Nine Cell Matrix / GE Model )
&2
= Low Select/Earn

The market attractiveness is measured by a number of factors like:

Size oi the market.

- Market growth rate.

- Industry profitability.

- Competitive intensity.

- Availability of Technology.

- Dricing trends.

- Overall rigk of returng in the industry.

- Opportunity for differentiation of products and services.

- Demand variability.

- Segmentation.

- Distribution structure (e.g. direct marketing, retail, wholesale)

ete.

aad

Businese strength is measured by considering the
typical drivers like:

- Market share.

- Market share growth rate.
- Profit margin.

- Digtribution efficiency.

- Brandimage.

- Ability to compete on price and quality.
- Customer loyalty.

» Production capacity.

- Technological capability.
- Relative cost position.

- Management caliber, etc.

@ STRATEGIC CHOICES
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5 Strategic Implementation and Evaluation

|
[ STAGES in STRATEGIC MANAGEMENT: ]

Vigion Misgion Define I
v
Strategic Management Define I
v
Objective Formation Goale I
v
Purpose of Objective
External Environment Kya hota hai?
v
Analysie of external Environment Opportunities and Threats
v
Review of Organization Strengthe and weakness I
v
Analysie of [nternal Environment

[ Different Strategic Alternatives ]—r - Sirafegy
T * Growth
+ Diversification

[ Deep analysis of Alternative and ] - Reirenchment

Chooge most suitable for you

[mplementation of Strategy:

®  Operation oriented activity
®  For shaping performance of core business activities
® [n strategic-supportive manner

Principle Aspect:

®  Developing budget

o  Staffing the Organization

®  Enguring the policies & operating procedure facilitate

®  Use the best known practices to perform core business activities.

® [nstalling info & Operating system

e Strategic Implementation and Evaluation
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® Motivate people — to improve effectiveness.
e Company culture & work environment must be good
®  Exerting the internal leadership

® Mgt addresses and rectify stumbling blocks & Weakness.

®  Evaluating company processes
®  Assessing changes due to new external developments

®  Making correction adjustments e Working Wel

® Deriodically assessing e Normal

e Vigilant searching to continuously improve. e Imporvement

Strategic Formulation

Middle and Lower Management Level

-

"____F_,.._P-'r

Operational

How resources are used effectively
to achieve goals

Planning

Qenior Management Level

!

* Evaluate the org. —* Strength & weakness
* Environment — Threats & opportunities
® Gather & allocate resources fo achieve organisation.

/ [ Corporate Strategy l
v
v ¥

l Strategic Planning (Characteristice) l

Strategic

[Operaﬁonal Planning (Characterfsﬁcs]l

- Shapes the org. and ite resources

- Assess the impact of environmental variables

+ Takes a holistic view of the organization

» Develope overall objectives and strategiee.

- le concerned by the long-term success of the
organigation.

» [ a senior mgt. respongibility.

/

Decigion Making

- Deale with eurrent deployment of resources.

- Develops tactics rather than strategy

- Projecte current operations info future

- Makes modifications fo the business function
but not fundamental changes.

- lg the responsibility of functional managere

v
<

Future Planning

Strategic Planning

v
\ v v v

Objective Planning

® Interacting and

Overlapping decision

for effective etrategic

Qming

® Attained required
resources.

® Formation of policies

® Govern the acquisition

® Use and dicpose resource

* Organisation wide

® Where organigation ie

® Major funetion going

® What are the ways

4

® Divicion

Strategic Implementation and Evaluation
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Stratgic Uncertainity

®  Unpredictable future events and challenges that can impact organisation’s strategy and goals.

Uncertainity I
|
v v v v v
Market Technology Competition Regulation Other external
factor

Flexibility, Resilient, Agility to quick respongse — minimise the impact..

®  Flexibility: To quickly adopt Change

o Diversification: Diversify in product portfolio, markets & Customer base

®  Monitoring and seenario planning: Monitor key indicators of change and conduct seenario planning.

o  Building Resilience: Strengthening process, including financial flexibility improve risk management capabilities.

e Collaboration and Partnerchip: Collaborate with other organigation, suppliers and customere & partners to pool
resources, Share rigk & gain, access to new market & technology.

® [mpact on present, proposed & potential buginess
e Depends upon Importance of SBU. Indicated by associated sales, profits & Loss also supplemented for potential
growth

Strategy Implementation

v v v v v

Adopt organisational . - i igi
pt org L Allocation of resources Training personnel [nuenﬂn? Deviging
structure to new activities appropriate systems

Managerial exercice

———» * Supervice ongoing pursuit of efrategy
————>» o Making it work

—— o Improving competence

> o Meacurable progress to achieve goals

Strategy formulation and Implementation Matrix :

Sound
D
©

C D

Flawed

Strategy formulation

Weak  Excellent
Strategic [mplementation

e Square A: Situation where a company has formulated a very competitive strategy but is showing difficulties in

implementing it successfully.

Strategic Implementation and Evaluation
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[n this situation, Company will aim at moving from Square A to square B, given they realige their implementation
difficulties.

e Square B: [DEAL SITUATION, where a company has succeeded in designing a sound and competitive Strategy and has
been successful in Implementing it.

e Square C: Situation where a company strategy formulation is flawed, but the company is showing excellent
implementation skills. When a company finds itself in Square C the first thing they have to do, is to redesign their strategy
before readjusting their implementation skills.

e Square D: it is denoted for companies that haven't succeeded in coming up with a sound strategy formulation and in
addition are bad at implementing their flawed strategic model. Their path to success also goes through business model
redesign and implementation/execution readjustment

Principal Combination of Effectiveness and Efficiency Matrix.

<—Strategy-formulation—>

E ffective Ineffective

2 [ 2
£ &'.5, Thrive Die Slowly
£ O
e
s g 3 4
® 5 o
s & Survive Die Quickly
SIR-

® Anorganisation that finds itself in cell 1 is well placed and thrives. Since, it is achieving what it agpires to achieve with
an efficient output/ input ratio.

® Anorganisationin cell 2 or 4 is doomed, unless it can establigh decigion.

® Cell 2 is the worse place to be than cell 3, since, the latter, the strategic direction ig present to ensure input is
effectiveness even if being used too much input is being used to generate outputs.

® [ncrude terms, to be effective to do the right thing. While to be efficient is to do the right thing.

Strategy Formulation Vs Strategy Implementation
e It includes Planning and decision making involved in | ® [t involves all those means related to executing the
developing Organisation's strategic goals and plans. strategic plans.
o ([n short, it is placing the forces before the action. ® Inshort, it is managing the forces during the action.
® An Entrepreneurial Activity based on Strategic | ® An Administrative tagk on Strategic and operational
decision-making. decigions.
® Emphasis on effectiveness ® Emphagizes on efficiency.
® Drimarily an intellectual and rational process | ® Primarily on operational process.
intellectual. ® Requires co-ordination among many individuals at
® Requires co-ordination among few individuals at the the middle and lower levels,
top level. ® Requires specific motivational and leadership traits.
® Requires a great deal of initiative, logical-skills, | ® Strategy Implementation follows  Strategy
conceptual intuitive and analytical skills. formulation
e Sirategqy  formulation  precedes  strategy
implementation

e Strategic Implementation and Evaluation
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Linkage in Strategy Implementation

Forward Linkage: with the formulation of new strategies

Reformulation of existing strategies, many changes have to be affected within the organigation

Backward Linkages: Formulation process is also affected by factors related to implementation. while dealing with
Strategic choice, remember that past strategic actions also determine the choice of strategy.

OR

Issues in Strategy Implementation:

Strategies, by themselves, do not lead to action. They are, in a senge, a Statement of [ntent. Implementation tasks are
meant to realige the intent.

Strategies should lead to formulation of different kinds of programmes. A programme ig a broad term, which includes
goals, policies, rules and steps to be taken in putting a plan into action.

Programmes lead to the formulation of projects. A project is a highly specific perogramme for which the time schedule
and costs are predetermined. lt requires allocation of funds baged on capital budgeting by organizations. Research and
development programmes may consist of several projects, intended to achieve a specific and limited Objective, requires
seperate allocation of funds, and is to be completed within a set time schedule.

[sgue in strategy implementation (sequence):

Project implementation — whole project

Procedural implementation — ways to do

Resource allocation — funds, Human resource, ete.
Structural implementation — Team, management, ete.
functional implementation — Tagk implementation

Behavioural implementation — work culture/ Lack of motivation

Strategic Changes:

[t is a complex process that involves a corporate strategy focused on new markets, produets, services and new ways
of doing buginess.

For initiating strategic change three steps

Recognize the need for change:
(means, going for environmental scanning)

Create a shared vision to manager change
(Objective of bothindividual and org. should coincide.
Possible only if mgt & members of org. follow a shared vision).

[nstitutionalize the change
(an action stage, which required implementation of changed
strategy)

Strategic Implementation and Evaluation
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To make change long lasting, Kare Lewin’s three phases
of change procese for moving the org. form

Unfreezing the situation
(makes individuale aware of necessity for change and prepares them for cuch a change).

Changing to the new situation

After first phase, members of org. recognize need for ehange and be fully prepared for
— | cuch, their behavior patterns need 1o be redefined. Three methods by H.C. Keleman
for reassigning new patterng for behavior:

Compliance, ldentification and Internalication.

Refreezing
— | When new behaviour becomes a normal way of life. New behaviour must replace
former behaviour completely for successful and permanent change.

How does Change Management Work?

Process or set of goals
0 Magt. Change by K
Best Practices
Safe and regular manner
(2) | Makechangein K
Reducing possibilities of detrimental effect

Companies

(3) "
Applicable for Organication
Government Bodies
Families etc.

Clear vision for change
| Conmankey |t Sharsoldr
Plan fo put change in action

Keeping eye on result

(5) Difficult and complicated but for digital transformation.

How does Diaital Transformation work?

Make

By Using Digital To Frech
Teohnology Procedure Product
[mproved or Services
New
Planning
Change Management _ Change through
Helpsin UL digital transformation
Carry out
Change mgt. in Defining goals and objectives of transformation

LT Assessing the current state of org. & identifying gaps
congict of four

eseential elements Creating a roadmap for change that outlines the step needed fo reach the desired state.

Implementing& Managing the change at every level of the organication..

Strategic Implementation and Evaluation
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Change Management Strategies for Digital Transformation:

®  Begin at the top: a focused, invested, united leadership that is on the same page about the company's future is reflected
Change that beging at the top.

e Encure that the change ie both necessary and desired: If a corporation doesn't have a sound strategy in place,
introducing too much too fast can frequently become a major issue down the road.

®  Reduce digruption: It is possible to reduce workplace digruption by:
e  getting the word out early and preparing for some interruption.
e giving staff members the knowledge and tools, they need to adjust to change.
e  creating an environment that encourages trangformation or change.
e Empowering change agents to provide context and clarity for changes, such as project managers or team leaders.

e enguring that the [T department is informed of changes in technology or infrastructure and is prepared to support
them.

e Encourage Communication: Create Channels so that workers may contact You with queries or complaints.
Communication promotes efficiency and has power to influence culture, just like your vision.

e Recognige that Change is the norm, not the exeeption: [n order to keep up with the customers, businesses must also
adapt their operations. They must prepare for change in advance and expect them. [t may run into difficulties because
change is not a project but rather an ongoing process.

[n conelusion, effective completion of the massive project known as Digital transformation depends on meticulous
planning and change management.

Mckinsey 7S Model

I Organigation Design — To check effectiveness of org.

2. HardElement — Strategy, Structure, System
Magt. defines & takes control

[nterrelated

Soft element — Staff, ckills, style & Shared Value
Govern by work culture and difficulties to define.

' Superordinate
Goals
' (Shared Valuee)

e  Strategy: direction of the organisation, a blueprint to build on and achieve a core competency and achieve competitive
advantage to drive marging and lead the industry.

Hard elements: ( directly controlled by the management)

o  Structure: depending on the availability of resources and the degree of centralisation or decentraligation that the magt.
desires, it choseg from the available alternatives of organigational structures.

e  Systems: The development of daily tasks, operations and teams to execute the goals and objectives in the most efficient
and effective manner.
Soft Elements: (more governed by the culture)
They are equally important in determining an organigation's success ag well as growth in the industry

o  Shared values: the core values which gets reflected within the Organigational culture or influence the code of ethice of
the mgt.

e Strategic Implementation and Evaluation
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®  Style: [t depicts the leadership style and how it influences the strategic decisions of the org. It also revolves around
people motivation and organisational delivery of goods.

o  Staff: The talent pool of the organisation.

o  Skille: The Core competences or the key skills of the employees play a vital role in defining the organisational success.

Limitations of Mckingey 7 S

® External environment not congidered.
® QOganisational effectiveness does not get clearly explained
® Real gaps are missed out

® More statie, less flexible

L Organisational Structures 1

[ Formal Configuration of
I

v ¥ v v v
Intended roles Procedures Govt, mechaniem Authority Decission making
procese

®  Must be congruent with or fit with company’s strategy.
® Organigational structure influenced by it's size and age.
® Framework reflecting manager’s determination.

o Change in strategy required change in Organisational structure

AR\

Structure dictates how objectives
and policies are established

Simple Structure

How resources will be evaluated?

QR Senakers

) Relaﬁonship marketing/
C‘,u’mng Designing/ Strategy/
Work Allocation

Sewmg Logistic
leshmg Packing

®  Appropriate for single business strategies buginess.
e  Owner- manager makes all the decisions.

®  Beneficial for focus cost leadership and focus differentiation.

e Strategic Implementation and Evaluation
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Characterstics
: (ot Communication is
Little Specialization froquent
or Tagke q
Few Rules Unsophisticated
Little information system

Formalisation
e New products to be introduced in market quickly.

®  Dressure of too much complicated process & information on owner-manager.

® [ncumbent of owner-manager to recognize the inefficient & ineffectiveness of simple structure.

Functional Structure
CEO «+ SR Sneakers <— Corporate level /Buginess Planning
v
v v v v v
TO MM HRM  OM FM
v v ¥ v v

.(pe\ S&MD LD FD Eng (R&D)
J oJ °® 0‘? i\‘o 0‘? i\‘o o/.‘t i\‘o o'{.‘[ t\‘o
Va

Funetional Level

® [t groups tacks and activities by business functions, such as production/operation, marketing, financial/accounting,
R & D and mgt. information systems.

® Besides being simple and in expensive, thi structure also promotes specialisation of labour encourage efficiency,
minimizes the need for an elaborate control system and allow rapid decision making

® [t consists of a CEO or amanaging director and supported by corporate staff with functional line managers in dominant
functions

e This structure enables the company to overcome the growth related constraints of simple structure, enabling or
faciliating communication and coordination

Divisional Structure

Functional activities are both centrally and, in each divigion, separately (Business level planning)

CEO Corporate Strategy — BLU
CTO CFO CMO Legal HR
Delhi-GM Mumbai- GM
marketing logistic marketing logistic
production production

® Advantages

e Clear accountability

Higher employer moral

Career development opportunities for managers

Allow new buginess and products to be added easily

e Limitations

Strategic Implementation and Evaluation




;-
BY RAHUL BHUTANI SIR

o ltrequires functional specialization (6M’s) who must be paid
e Duplication of work
e  Elaborate headquater driven system.
e Managers must be well qualified and better qualified individuals require higher salaries.
e [t maybe difficult to maintain consistency.
e  (Certainregion, product or customers may sometimes receive special treatment.
o Divigional Strueture ig organized in:

o  (Geographic Area : [t is appropriate for org. whose strategies are formulate to fit the particular needs and
characteristics of customers in diff. geographic areas.

e DProduet or Servies : [t is widely used when an org. offers only a few products on service, organization's products
or services differ substantially.

o Customers: It is used when a few major customers are paramount importance and many different services are
provided to thege customers

o Process: Activities are organized according to the way, work is actually performed similar to functional structure.
Key diff. b/w these two designs is that functional dept. are not accountable for profits or revenues, whereas
divisional process dept are evaluated on these eriteria.

Multi-Divigional Strueture

Composed of operating divisions where each division represents a separate business to which the top corporate officer,
delegates responsibility for day-to day operations and business unit strategy to division managers.

CEO
CTO CFO CMO Legal HR
v v v v
Delhi- GM Mumbai- GM Kolkata- GM Kanpur- GM
marketing logistic marketing logistic marketing logictic marketing logistic
production production production production

o Corporate office ig respongible for formulating and implementing overall corporate strategy & manages divisions
through strategic and financial controls.

®  Functional dept. often had difficulty dealing with distinet product lines and markets, especially in coordinating conflicts
priorities among the products.

) 1t ealle for \
Creating Separat
Managing day-to- e g:gigizﬁara y
day operationg
Long ferm cirategic Functional Hierarchy
decision of the firm Division Ranagas
® Advantages
e  Firm will monitor the performance of individual business
o  Simplifying control problems.
e  Facilitate comparisons b/w divisions
e  Improving the allocation of resources
. J

Strategic Implementation and Evaluation
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® Anincreage in diversifications straing corporate officers” abilities to understand. The operationg of all of its business
unite and divigions are then managed by financial controls, which enables corporate officers to manage the cagh flow
of the divisions through budgets and an emphasis on profits form distinet businesses.

Strategic Business Unit (3BU) Structure
i 1 1 1 1
[ Corporate ] { Corporate ] [ Sirategio } [ Corporate } [ Corporate Human ]
R&D Finance Planning Marketing Resourees
[

[SlrafegloBusmmsJ [S{raregm BusmessJ [S’wamglo Busmess} [Siraing\c Buslness
Unit-B Unit-Dt

e e

8BU - Collection of Related Business

Definition - Provide effective strategic planning to each parallel/ services/business.

Characteristice
e  Scope of [ndependent planning ( Corporate Level
e Different set of competition aBU l
®  Separate mangers (CEO) —  Strategic Planning Qiructures QBU Level
—  Drofit Performance l
—  Profit Influence Factor L Divicional Level )
e SBUincludes —> Operating division

—> day to day activities
—> Business unit strategic planning
Characteristics of SBUs:

e  Scientific method for grouping Business in multi- business corporation.
e [mprovement over territorial (geographical) grouping business
® Darticular SBU Strategic planning i¢ distinct from rest of business.
e  Same strategic planning treatment & priorities for all products/services.
o Unrelated product/ services are separated from group.
®  Each SBU has separate strategic planning standpoint
e  Vision
o  Misgion, ete.
e  Each SBU will have distinet set of strategy & competitors
e Each SBU willhave CEO

O DProfitinfluence factor
O DProfit Planning
0 Strategic Planning

e Strategic Implementation and Evaluation
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Advantages of SBUs:

®  Establiching coordination between divigion having common strategic interests.

® Facilitates SM and control on large and diverse org.

® Fixes accountabilities at the level of distinet business units.

® Allow strategic planning to done at the most relevant level within the total enterprige.

®  Makes the task of strategic review by top executives more objective and more effective.

® Helps allocate corporate resources to areas with greatest growth opportunities.

Matrix Structure
Top Management
| | | |
H°”f"°"fal & Manufacturing Qales Finance Personnel
Vertieal
prﬂe"f Manufacturing Unit Qales Unit Finance Unit Personnel Unit
proB_jecf Manufaeturing Unit Saleg Unit Finanee Unit Perconnel Unit
pr%ecf Manufacturing Unit Qales Unit Finance Unit Pergonnel Unit
Dngecf Manufaeturing Unit Sales Unit Finance Unit Personnel Unit

®  Appropriate when neither function nor divisional form ig better.
e  Complex structure, communication, and control both flows horizontal & vertical.
o  Higher overheads because of more managers.
®  Need for extensive communication system.
Line of budget authority
m Line of reward and punishment
Reporting channel and shared authority

®  Need for extensive communication system.

Matrix Structure ldeas need to be crose fertilized

ic used when Resource are scarce

Ability to process info and make decision needs to be improved
Benefits

e  Combine stability of function structure with flexibility of product form

®  Useful when external environment ig complex and changeable.

Strategic Implementation and Evaluation
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Demerits

Dutiee
Conflicts
around Authorities

Resources allocation

® (Goals achieved are vague

e Technology usedig poorl?‘undersfood
——»Linked by congtantly changing non-hierarchical

® Battle for power coburb line network.

Three dictinet phages propoged by Davie and Lawranace for development of matrix structure:

®  (Crogs Functional tack forees: initially used when a new product line being introduced. Project manager is in charge as
the key horizontal line.

® Product / brand management: If crose functional tagk forces become more permanent, project manager become
product/brand manager and second phases beging. In this arrangement, function is skill the primary organization
structure, but product or brand managers act ag the integrators of semi-permanent product or brands.

e Mature matrix: it involves dual-authority structure. Both the functional and product structures are permanent. All
employes are connected to both a vertical functional superior and a horizontal product manager.

Network strueture

® Series of independent firmg linked together common system (virtual organization)
e  Many activities are outsourced

o  Series of projects groups or collaborate : linked by constantly changing non hierarchal cobweb like network

Suppliers

Corporate Head
Quarters (Broker)

T

Cugtomer Support

Used When
e Environment ig unstable and will remain so.
e Sirong need of innovation
o Contract with people for specific project for limited period.
o Increase flexibility and adaptability with rapid technology change.

e Long term service contract with manufacture and suppliers, ete. for vertical integration.

Problem/Serioug Implications
e  Each worker has to be self-motivated, continuous learner.

e Employ lack motivation to learn.

Strategic Implementation and Evaluation
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e  Employees demand for more interaction form internal and external stakeholders — Create a stress for many
employees.

Hourglass Structure

Definition «—> / Wideat top
o (Consists of three layers, with a constricted middle layer. )
<« | Narrow at middle

®  The structure hag a short and narrow middle-mgt level.

® [nformation technology links the top and bottom levels in the org. taking _
+————\ Widest at the bottorr
away many tagks that are performed by the middle level managers.

Need

e Middle layer coordinates diverse lower level activities. Contrary to traditional middle level managers who are often
specialists. Managers in this structure are generalize and perform variety of tasks.

Benefite
e  Obvious benefite of reduce costs.

®  Helpsin enhancing responsiveness by simplifying decision making.

Demerits
o  With the reduce size of middle mgt. the promotion opportunities for the lower level diminigh significantly.

e  Continuity at the same level may bring monotony and lack of interest and it becomes difficult to keep the motivation level
high.

To Overcome Demerits
® By agsigning challenging tasks

e Traneferring laterally.

e Having a system of proper rewards for performance.

LStrategic Leadership 1

Developing and communicating vision of the future

Formulating strategieg in light of

e [nternal Environment

e  External Environment

Bringing change to implement strategies

Inspiring staff to contribute to strategy execution.
Change agent to organigation.

A manager ag a strategic leadrs hag to play many leadership roles:

Visionary, chief administrator, culture builder, resource acquirer and allocator, process integration, spokesperson,

negotiator, motivator, policy maker, policy enforcer, head cheerleader ete.

® A manager have five leadership roles to play in pushing for good strategy execution

(a) Work / Staying on top of what ie happening, closely monitoring progress, solving issues, and learning what
obstacles lie in the path of good execution.

(b) With Team- Promoting a culture of spirit de corps. (Team epirit)

Strategic Implementation and Evaluation
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(e) Changing Environment — Keeping the organization responsive to changing conditions.
(d) Ethics ~ Exerciging ethical leadership.
(e) Correction — Pushing correction actions to improve strategy execution and overall strategic performance.

Regpongibilities
® Making strategic decisions

Formulate ~ — Dolicies — Action Plans

Manage —> Human Capital - Change in organization
e  Sugtaining and Creating

o  Sugtaining high performance over time. — Strong corporate culture.

Two basic Approaches of Leadership Style:

\
Trangformation Leaderghip Style Trangactional Leadership Style
®  This style uses charisma and enthusiasm to inspire | ®  Focuses more on designing system and controlling
people to exert them. the organization’s activities and is more likely to be
e This style may be appropriate in turerulent aggociated with improving the current situation.
environment. e Try to build on the existing culture and enhance
e  Such Leadership current practices.
e Motivates follows to do more than originally | ® They prefer a more formalize approach to
affected to do by stretching their activities. motivation, setting clear goals with explicit

. rewards or penalties for achievement or non-
e Increases their self confidence .
achievement.

® Dromote innovation  throughout  the
organization.

LOrganisational Control 1

( Organisational Controlnting )

[ I — I

Structure & Condition
behavior of Project
& events

Cireulate normse Planned to franslated Proper use of
&: Standards to result Recourcee

To place restraint &
curbs on undesirable
tendencies

Measuree Progrese Safeguard of Ascete Performanee of
Planned activities

Organigational control Elements:

®  Mechaniem for monitoring

e  Comparing the actual results

® Detecting deviation from standards
® Learning new insights on standards

® For feeding back corrective and adaptive information.

Strategic Implementation and Evaluation
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Operational Control
On individual tasks or trangaction.
®  The thrust of operational control is one individual tagks or trangactions.

e  There should be a clear cut and somewhat meagurable relationship between inputs and outputs which could be
predetermined or estimated with least uncertainty.

®  Regulating the process within certain ‘tolerances’, irrespective of the effect of external conditions on the formulated
standard, polices & instructions.

e  Examples, stock control, production control, quality control, cost control, predentary control.
Management Control

®  Moreinclusive & mor aggregative as in complete department, division or entire organization.
®  Bagic purpose to achieve enterprise goals (Short range & long range) in effective & efficient ways.

®  This termig defined by Robert Anthony as the process by which managers agsure the resources are obtained and used
effectively and efficiently in the accomplishment of the organization’s objectives.

Strategic Control

® According to Schendel and Hofer, “Strategic control focuses on the dual question of whether":
(a)The strategic is being implemented ag planned, and
(b) The results produced by the strategy are those intended.
® [tis process of evaluating strategy ag it is formulated and implemented.
® ltigdirected towards identifying problems and changes in premiges and making necessary adjustments.
®  Four types of Strategic Control.
e DPremige Control : Tool for a systematic and continuous monitoring of the environment.
(a) Environmental Faetor - (Internal env. (macro)) e.g. economic, technology, social and legal-regulatory.,
(b) Industry factors — (Internal env. (micro)) Competiors, suppliers, substitutes.
o Strategic Surveillance : [nvolves general monitoring
o Special Alert Control : The organigation form crises mgt. teams to handle the situation.
o  [mplementation Control: Directed towards assessing the need for changes in the overall strategy. Unfolding events
and results agssociated with incremental steps and action. Not replacement to operational control.

(a) Environmental Factor — Baged on market trends /Customer needs/ Technologies development.
[t helps mangers to determine whether the overall strategy is progressing as desired or whether there is need
for readjustments.
(b) Industry factors — All key activities necessary to implement strategy are segregated in termg of time events
or major resources allocation it normally involves a complete reassessment of the strategy. It also assesses
the need to continue or refocus the direction of an organigation.

\
Strategic Performance Measure (SPM)

® Understanding of an organisation’s strategic goals. A continuous system for tracking progrese towards these
objectives using clear-cut performance meagurements.

® Helps to eliminate silog (pit) by establishing a common language among all divisiong of all organigation co they may
communicate openly and productively.

e Keyindicators that organigation uge to track the effectiveness of their strategies and make informed decision about

resources allocation.

Strategic Implementation and Evaluation
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Key performance measure and indicators must be created, selected, combined into reporte and acted upon <o that

Clear cauge and effect relationship between the indicators and strategic outcomes.

Carefully chosen because they will influence the behaviour of people within the organisation.

Types of SPM
= + v
Environmental Employee Customer Saticfaction
Meagures Measureg Meagure
Innovation Measures Market Measures Finaneial Measures

Reagons that SPM is essential for organizations: |

}

v

‘ Continuoug Improvement ‘

)
‘Resourue Allocation ‘

Goal Alignment Data Quality

i

External Accounting Data Availabiliy

I

Data timeliness Relevance

Strategic Implementation and Evaluation
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