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CHAPTER 1 INTRODUCTION TO STRATEGIC MANAGEMENT

Importance of Strategic Management

STRATEGY

Proactive LCD
Strategy is between What we are & What i

we want to be It helps us in being Pro-active

instead of being reactive

It is framed to achieve goals
It helps to enhance longevity of

It seeks to relate goals of organization to B Business by analysing environment

mean i
s to achieve them It serves as Corporate Defence

It is Long Range Blue Print of the Mechanism against mistakes

.'ﬂrﬂﬂﬂiﬂtﬁnn- It helps to develop Core
Competencies & Competitive

Corporate Strategies are formulated by
o ' Advantage

oy is Partly Pro-Active & partly

It gives framework for all major
decision of organization

It gives Direction to the Company
to move ahead
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VALUES MISSION

* Acompany's set of values like Why We Should have Mission ?
| Integrity , Trust, Accountablity ,
! Humility , Innovation & Diversity sets e To ensure Common Purpose
tone for How People think & behave within organisaliorn
especially in situation of doubt e To establish General tone of §
= It creates a sense of shared purpose CrERnEaten i

« To develop a basis for
allocating resources

« To provide a basis for
motivating use of

to build strong foundation & focus on
longevity's of company’s success
* Values remain the core of Vision,

Mission , Goals , Objectives & putting organisational resources
them all into action s Serve as “FOCAL POINT” for
+ Vision is followed by Mission , organisational Purpose &

followed by Goals , & finally Direction
executing them via real actions * |t gives Work Structure for

- 1 achievement of Objectives
VISION |
R » |t specifies Organisational
Futum Purpose & translation of
_ these purpose into Goals
..-mﬂ.ﬂl Fath company that can be assessed in
t, market, customer terms of Cost, Time &

Performance parameters

THINGS TO BE KEPT IN MIND
erttaE WHITIHG MISSION
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Objectives are precise & ¢ xpressed in Purpose to which our

specinic terms efforts are directec
They are framed to achieve Goals They are Generic
8 They are organization’s performance They are lang term

targets

They help in allocation of resources

They serve as Benchmark for To achieve Long Term

Organisational activity | Prosperity we establish
Long Term Objectives in _

CHARACTERISTICS OF OBJECTIVES 7 Areas :

(SMART-DP) b
CEPT

P e S Apectc s im0 TR
g e icasurable & E:ptfee Relatiuss
Controllable ploy

. il
e They should be within constrains of Profitability

Organisation resources & External Prooyeieny, .
Environment Public Responsibility
Srel F e, Technological
-" ‘I‘hw _sh_ﬁul e i Leadership

'ld b& ChaIInnglng
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TFIATEGIC LEVELS IN ORGANISATION &LINKAGES BETWEEN
THEM

e i

3 LEVELS IN ORGANISATION

Corporate Level — It includes CEO , BOD , Other Senior Executives &

Corporate Staff
e They make strategies define mission & goals , which Business we should

start & allocate resources inwhich area

Business Level — It includes Divisional Level Managers & Staff
o They make strategies of their Business Units , these are Business Level
Heads who make strategies specific to their particular Business
» They should listen to ideas of Functional Level managers

Funtional Level — It includes Functional Managers
. 'ﬁwy are responsible for specific Business Functions or operations
i:&F::mcﬁnnal Strategles which will help to achieve Strategic

ETWEEN LEVELS OF MANAGEMENT

‘Relationship — Each Functional or divisional
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CHARTS OF CHAPTER 2

STRATEGIC ANALYSIS -
EXTERNAL ENVIRONMENT
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Components of External Environmaent

MICRO

s They can be controlled by organization
s They have direct impact on organization
= Narrow inscope

MACRO

= They cannot be controlled by erganization
» They have indirect impact on arganization
« Broad in scope

Hjﬂﬁm OF MACRO ENVIRONMENT
a Padukone Aur Sachin Tendulkar

i ;
| Importance of Busingss Environment

+ Determining opportunities &

threats — Ervironment REIPS US
1o bring out opportunities and

threats to business.

« Giving direction for growth -
Enables us to find areas of
growth & expansion. £.8. -
Instagram

»  Continuous Learning -
Managers are motivated to
learn, so they can meet changes
as per environment. Eg. - CA
Practice

* Image Building - It helps
organization to improve their
image by showing concern
towards sensitive issues. Eg. —

‘Akshay Kumar
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Pemographic Environment SOCIO CULTURAL ENVIRONMENT

It includes characteristics of population like age | e |1 includes social traditions, values
gender and income In order to understand & beliefs, level and standards of
features of a specific group literacy & education, ethical

standards, state of society , extent
of social stratification , conflict &
cohesiveness and =0 forth _ Eg

It considers race , age , Income , education,
possession of assets , house ownership , job
position & degree of education

MeDaonalds, South colture
Data about these are of interest to Business men « Core beliefs of spciety tends to be
|' to take their decisions persistent, |t |5 difficult to change
= T S :_;| thase care values, business has to

Economic Environment adjust to social norms & beliefs

» |trefers to over-all economic situation of e ——

ke Political Legal Environment
s The purchasing power depends on
income, prices, savings, circulation of = fitis similar to all enterprises. It
‘money, debt & credit availability. includes general state of palicy
s These include GDP, Per capita income, development , degree of
‘markets for goods & services, availability politicization , economic issues ,
of Ml. interest rates, disposable level of political morality , law

m, unamplwmmt inflation etc and order , political ideology

i » Business is guided by government
policies

* Business prefer to operate ina

country where there is sound

legal system

PESTLE ANALYSIS {Macro Factors)

s brief description of Macro Factors to be
hile doing Business . Earfier it

WWEAL ENVIRONMENT


Guest
Rectangle


KEY SUCCESS FACTORS CUSTOMER BEHAVIOUR

¢ A Industry's Key SUccess Factors are those Consumer Behavior s influe e oy
thing which aftect the Industry members number of factors . These are

‘ ability to prosper in market place categorized into 3 conceptual domains

+ 3 Things that help to identify industry’s

key success factors are « External Influences — It includes
Advertisement , peer
recommendations or social
norms which has a direct impact

1. On What basis do customers choose
between competing brands of seller ?

2. What resources and capabilities seller ' on consumer decisions . These
should have to compete successfully? aspects are divided into 2 groups

3. What does it take for sellers to achievea — company’s marketing efforts &
sustainable competitive advantage ? 1 numerous environmental effects

* |Internal Influences — These are [
factors internal to customer & -
affects its decision making il

* Decision Making — It has 4 Steps

* Inanindustry there are only 3to 4 KSF,
and 'ﬂmﬂd tw to achieve them , so '
/e edge & try to avoid

1. Prablem recognition

2. Search for alternatives & list
them

. Seeking Tnfurrnaﬂ:m rm lagast
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Characteristics of Global Company
(CCC)

Need to Grow in other part

if the plobi

Rapid shrinkage of time and distance due

te faster communication, transportation

It is conglomerate of multiple
units but linked by common
ownership

ity

Domestic markets are no longer adeguate
and rich

They have common pool of

resources such as maney, credit,
information, atents, trade names
& control systems

+  Reliable or cheaper source of raw
material, cheap labour etc

«  Setup overseas plants to reduce NgnN
transportation cost

They have some common
strategy. Besides its managers
and shareholders are also in

different nation

+ Overseas manufacturing plants and sales
branches to generate higher sales

« To form strategic alliances & leverage
competitive advantages

* Trade Tariffs & Customn barriers are
getting lowered

. Introduction — inthis competition is
negligible, prices are high, markets are
limited. Growth in sales is at lowar rate
because of lack of custamer knowladge

3. Growth — In this stage demand expands
rapidly, prices fall, competition
Increases and market expands.
Customer has knowledge of progduct

-and shows Interest In purchasing.
3. muﬂw_ Competition gets tough and
; are stabilised. Profit comes.
e of stiff competition,

1. Evaluate Global Opportunities & Threats &
rate them with Internal capabilities

2. Describe the Scope of Firm's Global
Operation
3. Create the firm's global business objectives

' Dnvelﬂpdhtinct curpurﬂm mgitﬂw

:

Itis used for applying portfolio apprasch

nummrﬂhmﬂmmmm

4B CA MRUGESH MADLANL
‘NOTE HUB
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Use of Value Chain Analysis for Identifying Core

Com

. thqawhtlhkagm among Primary activities I

petences

Although all activities in value chain are
important, but we should identify those

activities which will bring competitive

advantage and they will become CORE
competency I'

It gives basis based on which we can get new
opportunities

Core Competence if in separate activities may
be copied by someone

But if they relate to management of linkages
‘within organisation value chain and linkage

into supply and distribution chains, then it is I
difficult to copy :

il !

:W‘Mﬂh& or both

STEPS TO UNDEF

COMPETITIVE LANDSCAPE/
INTELLIGENCE

* ‘Value creation |s activity or
performance by firm to create
value that increase worth of
goods , services , business
processes or even whaole
business system

+ \Value is measured by product’s
features, quality, availability ,
durability , performance and by
its services for which customers
are willing to pay

* We should create value for
customers as well as
stakeholders

= Ultimately this concept gives
business a competitive
advantage in industry and helps
them to earn above average
profit/ returns

How Profitable Company Becomes

.De;_;ends-hn 3 Factors:

1. Costs of creating those products

I O O R R b s LT

B = ey
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THREAT OF NEW ENTRANTS
A Firm Profits are higher than other
firm when other firms are blocked
from entering Industry
Common Barriers to Entry in New
Entrants Are;
| Economies ki ABCD
Economies of Scale - Large firm that
en|oys economies of scale can
produce high volumes of goods at
successively lower costs, This tends to
discourage new entrants
Actess to Distribution Channels -
Often, existing firms have significant
influence aver the distribution
channels and can retard or impede
their use by new firms
POSSIBILITY OF AGGRESSIVE
HETALIAHOH BY EXISTING PLAYERS -
Sometimes '.'ha mere throat of
aggressive retaliation by incumbents
can deter entry by other firms into an
existing industry
Brand lﬁnﬂw Brand |dantth,- is

BARGAINING POWER OF
BUYER

|
! I'!.u}'r?r'. can sametimes exerl ||.H
of pressura on existing firms to
| lower prices, this happens

' when:

:| 1. Buyers have full
knowledge of products &
thelr substitutes

2. Theyare big buyers

3. Product Is not critical to

buyers and it |5 available

elsewhere and there are
substitutes available also

Buyers are less, Suppliers

are more

| BARGAINING POWER
OF SUPPLIERS

Suppliers can Influence
Profit In number of
Ways
| 1. Their products
are crucial and
substitutes are
not available
2. They can erect
high switching
cosis
3. Theyare more
concentrated

than thelr Buyers l

Mature of Rivalry in the Industry

Rivalry is more and Industry Profits are
how whisn:

Industry has no Leader - A strong
industry lzader can discourage price
witrs by diseliplining inftitaes of such
activity.

Huge Competitors In Industry - Leadtr's
ability to exert pricing discipline

rivals in the industry

Competitors operate with Fixed Cost -
Whien rivals aperate with high fixed
casts, they feel strong mothation 1o
utilize their capatity and therafore ate
mmmmmhmm Bave

CA

diminlihes with the increased number-of

THREAT OF
SUBSTITUTES

Substitutes are those
which perform the
same function-or
nearly the same as
that of existing
Products

Threat of Substitutes
is high in high tech i
mﬂ!.‘rﬁﬁiﬂ'ﬁ

Mnm’ Euhstitum of

MRUGESH MADLANI
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CHARTS OF CHAPTER 3

STRATEGIC ANALYSIS -
INTERNAL ENVIRONMENT
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Mendelow’s Matrix /

Internal refers to sum total of people —
individuals & groups , stakeholders , Stakeholders Analysis Matrix /Power
processes — input ~throughput — output , Interest Matrix

physical , infrastructure —space ,

: : g It is matrix to manage stakeholders
equipment & physical conditions of work

» lines of authority , responsibility , In a Big Project , it is most important to
accountability & organizational culture - manage stakeholder , because all have
intangible aspects of warking - different interests & power

. relationships , philosophy , values | ethics

n this matrix we can classi
. that shape an organization’s identity } = 4

. Stakeholders based on Power ( ability to
. Internal is specific to each organization | It | | influence arganization strategy) &
is based on its structure & business model | |nterest ( how interested are they in

& includes all stakeholders like top 1 suiccess of organization)
management , investors , employees , H
board i:gf--ﬂii*ﬁcturﬁ etc .= = -

L e O e
Mendelow’s Classification of Stakeholders
* High Power , Highly Interested People - Key Players Stakeholders — Fully

with this Stakeholders , make efforts to keep them satisfied , take
: hllﬂd acﬁhrﬁ & keei:l them informed with all information on

i

el B
I

"
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N ; :
8 Strategic Drivers | INDUSTRY & MARKETS

_ - . Industry provuping s based on primary prodicts
The key aspect in Internal Analysis is

. that company makes or sells
assessing current performance of the

A market s sum total of all Buyers & Sellers in the

organization & inassessing current | area or region under consideration
performance, strategic drivers consider what || Market may be physical entity or may be e
differentiates an organization from its commerce websites & applications
competitors Strategic Group Mapping Steps —
1. Identify Competitive Characteristics that
In General Key Strategic Drivers of an differentiates firm in Industry (Price ,
Organisation include — Geographical Coverage , Product lines)
y 2. Plot firms on 2 variable map
I‘j Industry & Markets 3. Assign firms that fall in same strategic
'ET- Cu;mmm space to same strategic Group
3. Products / Services. 4. Draw Circles around each strategic group
4. Channels and compare with market share

or Products / Services
'+ Firststep s Understand the different * Products stand for combination of goods &
types of customers . Eg— HUL services that are offered to market
ricing perspective Customer is Strategies are made for adding new product
' ' & dropping failed ones
® Decisions are made for branding, rebranding
*« Products can be distinguished based on
consumer , luxury , durables or perishables
For Pricing New Product 3 things need to be kept
- L. Have a Customer Centric Approach
2. Produce sufficient Returns by charging
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COMPETITIVE ADVANTAGE

If 2 company's strategies result in
superior performance, it is said to lave
competitive advantage

ILis set of unique features of a company
and it's products that are percelved as
significant by target market and
superior to competitors

Competitive advantage is achieved
when firm profitability is greater than
average profitability of firm in its

industry Il

We should use the resources and
capabilities that can result in
competitive advantage

Competitive advantage will have limited
life because it can be copied . Eg —
Indigo , Maruti, Jio , Dominos , Samsung

CORE COMPETENCE

'fgm @mpmqhmhinaﬁun of skills and

CHARACTERISTICS IN
RESOURCES / CAPABILITIES
TO BECOME COMPETITIVE

ADVANTAGE??

- Appropriability - It refers to ability of
firm’s owners to get appropriate returns
on its resources, if we don't receive
return, It won't be called competitiyve
advantage (Sundar For Google]

Imitability — If resources and capabilities
cannot be purchased by would be
imitator ; then it would remain
competitive advantage (Alert Slider in

Oneplus)

[

. Durability — The period over which
competitive advantage can be sustained
depends in the part on the rate at which
firm's resources and capabilities
deteriorate {Indigo for Years Flights
should go on time)

Transferability — The easier itis to
transfer resources and capabilities

4

rather than individual skill or e
between companies, less sustainable
;-- !.E ' a:i d N ﬂ"mﬂ will be competitive advantage based on
I i ed !!#* them [Drin Hospital)
‘4 Criteria to Determine those Capabilities that are
'Ew-mnm:mhs (N-CRV)

CA MRUGESH MADLANI
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DIFFERENTIATION
It 15 aimed at mass market & creation of

| e COST LEADERSHIP product / service that is perceived by
I customer as UNIQUE
i DIFFEREHTIATIDN s Unigue can be interms of Brand image ,
» FOCUS feature , technology , distribution
network or customer service
B s Bocause of these we can charge premium
cosT LEADERSHIP nelce
e [tislow-cost competitive strategy J « Riskis it can be copied by competitors
that aims at broad mass market i e We should find thase things which can’t

3 GENERIC STRATEGIES

= e R =

s |t requires huge cost reduction in be copied
procurement, production, « Differentiation can be greater product ,
distribution of production or service lower costs , improved service , more ,
and also economies in overhead cost features , lesser maintenance etc
s Betause of lower cost | they can s Useful when market is not price-sensitive

d'mrge lower price and still make

BASIS OF DIFFERENTIATION
t
! 1. PRODUCT- Innovative products that meet
customer needs can be area. [t can be 1
costly because of R & D Cost, production,
_ : ety marketing (Tesla , OnePlus) *
' H’fnrentiaﬁm 2. PRICING - It can either by charging lower
' economies of scale, prices {Jio) or can attempt to establish
superiority through higher prices
(Starbucks)
3 ERE#HESA‘ITEIN It can be using Brand
‘name or spedﬂnaﬁmm organisation
posses in terms of locatio m
mwhynl&;mu Al

CA MRUGESH MADLANT
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These are effective when consumers have

Last Strategy is by combining all 3
different requirements & when rival firms are i Y E

Generic Strategies that aim at giving

not -‘IT-tEI'I‘Ipting Lo '.tpl_"li_iq_'l“f.l'_' In same markoet |
In this we focus on Particular group / market / | More value to customer by — Low
product line segments that serve smaller Cost B Upscale Differences
market better than competitor who serve | =)
broader market Objective is to keep cost lower than

* Together with cost or ditferentiation we can those of competitor
follow FOCUS Strate

. e It can be done by:

. FOCUSED COST LEADERSHIP — In this firrms compete « Offering Products [ Services at
. based on price in a narrow market. In this we charge |

_ . i h

lower price as compared to other firms. it P":e.than i
offered by rivals

FOCUSED DIFFERENTIATION — In this we offer « Charging same price as of
unigue features that fulfil demands of narrow competitors with Much
market. They compete based on uniqueness and

target a narrow market Higher Quality & Better
| Features
&Hhﬁm Focused Strategy by:

LEADERSHIP &
DIFFERENTIATION
Buyer
Supplier
Rivalry
Entrants
Substitutes

Hyathers
mMmbr skills for catering niche

Disadvantages of Cost Leadership
Strategy
= Not long run optien as

CA MRUGESH MADLANT
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CHARTS OF CHAPTER 4

STRATEGIC CHOICES
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STABILITY
“ . '.l'-"}'l||'.'5,-'"-rl.-1|';-_-f-,' done when

Thm::s,;r are nf al types
| STABILITY
EXPANSION

| RETRENCHEMENT
COMBINATION

companies continue in same markets &

S m—
|
|

F deals in same products 1
p, * |t focuses on Incremental Improve ment |
4 * |t does not invalve redefinition of |

business

= Safety oriented, status-quo strategy

* less risky & Less Investment.

s [tisNOT Do MNothing Strategy, but DO
Nothing New

e Involves minor improvement & not
drastic changes

EXPANSION

Major Reasons for Stability Strategy

* A Product has reached maturity stage
of Product Life Cycle

= Less risky as it involves less changes

* Environmentis relatively stable

* Expansion is perceived as threatening
(OTT, Telecomm)

* After Rapid Expansion, firm wants to
stabilise itself

¢ It involves Redefining the
Business by enlarging scope of
Business

» it involves Dynamism , Vigour,
Promise & Success

+ |t involves new products ,
markets & technology ,

innovation decisions etc
It is risky & highly versatile
. unmumas ainrsimnz, :

MAJOR REASONS FOR GROWTH/
EXPANSION STRATEGY

* When Organisation wishes to Grow

* Due to Change in Environment
* Ithelps in greater control over
competitors

. -Athmntuas from Experience Curve &
‘Scale of Operation may acrue

B A CA NOTE HUE ™, CA MRUGESH MADLANT
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STRATEGIC EXITS

When Organisation substantially reduces it's scope
of activity it follows this, Different Kinds af

Retrenchment Strategles are

When organisation focus on ways and means to
reverse the process of decline, it adopts
TURNAROUND STRATEGY

If it cuts-off loss making units, divisions or $BU's
curtails its product line or reduces funtions
performed, it follows DIVESTMENT STRATEGY

If both don't worlk, and |t-choose to close Its business

then comes LIQUIDATION STRATEGY
 Danger Signals for Turnaround are —
e Phtﬂstent negative cash flow from

s - Bnmmpﬂﬁue products or services

ACTION PLAN FOR TURNAROUNd

Assessment of Current Problems
Assess the current problems and get
i

tothe root causes a

damape thi |_.r::||-|l. Tk WLl

. Analyse the Situation & Develop a

Strategic Plan - ldentify appropriate
strategies and dewvi i'||- j prefiminary
action plan . Analyze the strengths
and weaaknesses in the areas of
competitive position, Cnce major
problems and opportunities are
identified, develop a strategic plan
with specific goals and detalled
functional actions

. Implementing an Emergency Action

Plan - Appropriate action plan must
be developed to stop the bleeding
and enable the organization to
syrvive, The plan typically includes
marketing and operations actions
working capital, reduce costs,
human resource, financial, to
restructure debts, improve
budgeting practices, prune product
lines and accelerate high potential
producis

Restructuring the Business - During
the turnaround, the “Product Mix"
may he changed, requiring the

'_nrganhal:Fun to do some

sitioning. Core products
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4 TYPES
Internal Growth Strategies
1. Intensification
2. Diversification
External Growth Strategies
3. Mergers
4. Alliance

MERGER

Vertical - It is merger of 2 or more
organisation that are operating in
same industry but at different
stages of production or
distribution system. This leads to
increased synergies with merging
firms:

Horizontal — It Is merger of 2 or
more organisation in same
industry, can be merger with
direct competitor , ta achieve
economies of scale , reducing
duplication of wark , avoiding
Wﬁnﬂﬁw redunﬁun in fixed

INTENSIFICATION

Market Penetration - In this we will direct our
resaurce towards Profitable Growth of existing
products in existing market .

Market Development — In this we will market
existing products to New Markets by changing
content of advertising or Promotional media

Product Development — It involves substantial
modification of existing products that can be |
marketed to current customers through established
channels -

AL

ALLIANCE

Alliafee 152 or more Business that enables each other to
achleve strategic objectives which neither would have
achleved on its own

In this bath partners maintain their status as independent
& separate entities

Advantages (ESOF)

1. Economic - There can be reduction in costs and risks
by distributing them across the members of the
alliance. Greater econaomies of scale can be obtained
In analliance, as production valume can increase

2, Strategic - Rivals can join together to cooperate
instead of compete. Strategic alliances may also be
useful to create a competitive advantage by the
poaling of resources and skills

3. Organisational - Strategic alliance helps to learn
necessary skills and obtain certain capabilities from
strategic partners. Hmrlng a good partner builds trust

4. W*iﬂmeﬂmﬁw nummfnnm
w{:;aw mm&w gain entry into a

€A MRUGESH MADLANI
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DIVERSIFICATION
ANSOFF PRODUCT MARKET

CONC C— i this New Business is linked through
ENTRIC this Mew Busi 15 linked throug! GROWTH MATRIX
2xsting Business through process, techrology or
m i o . isti
arketing. New Product is spin-off from existing product MARKET PENETRATION - it rafers to

through products | processes. Lickn
growth strategy where we focus on

= Vertically Integrated Diversification ~ in this firms o ieing products and existing
; Lt i : 3 :
:ﬂm:me in Business that are related to existing arkets. We can do this by greater
5

spending on advertising, aggressive

i |
* HORIZONTAL— Acquisition of ane or more similar | i i
Business operating at same stage of production - | ll promotion, new product dimensions,
marketing chain that is offering similar product or 'IJ pricing strategy so new entrants

taking over competitar’s products
1. Forward Integration is moving forward in the value
chain & entering business lines that use similar
products, we can also enter Business of distribution

MARKET DEVELOPMENT — Refers to

Growth Strategy where we will B
~ expand existing products in new f —
© markets. This can be achieved by new =
markets, new product dimensionsor
packaging, new distribution channels =
or different pricing policy to create I
new market segments

PRODUCT DEVELOPMENT - Refers to

-I don't come
i

nﬁanﬂuﬂ s step towards creation of
chain by entering into Business of
can incraase our capacity and
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STARS are products that are growing rapicly
and need heavy investment to malntam thair
Position and finance their growth poteniial

Ihey show best opportunity for expansion

Cash Cows ari
products.

low growth, high market share
They generate cash and have low
costs. They need less investment to malntain
market share. In long run when growth rate is
down Stars become Cash Cows

Question Marks are problem child, low
market share, high growth market. They
require lot of cash to hold their share, and
need heavy investment with low Potential to

generate cash, We should try to turn them
into STARS

Dogs are low growth, low share business and
products. They generate cash to maintain
themselves, but do not have much future.
They should be minimised by means of
Divestment or Liquidation

_! ) mmaﬂ:ﬂ share by forgoing
short te mln;smfamurnf

Mlatria,

s Business Planning
GE Nine-Cell Matrix & GE Model

s dieveloped by Genoeral Electric along with

Mekinsey

This approach Has been inspired from traffic

control lights

% lights rmean — GREEN for GO, AMBER OR
YELLOW for CAUTION & RED for 5STOP

It uses 2 things Business Strength & Market
Attractiveness whereas BCG considers Relative
Market Share & Market Growth

In Green Business must expand, t0 invest and
grow

If Amber or Yelloaw it needs caution and
managerial discretion is called for strategic
decision

If in Red Zone, it will lead to losses, so it be
retrenchment , divestment or liguidation

It Is portfolio analysis technique based on product
Iife oycle. It measures thie business strength of
product or 58U based on one of the 5 competitive
positions such as

Dominant — It is rare position and s due to eithera
monopoly or strong aind protected technologhica!
leadership

Strong— Firm has considerable power to choose its
:mmm its market position

CA MRUGESH MADLANI
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CHARTS OF CHAPTER 5

STRATEGIC IMPLEMENTATION &
EVALUATION
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STRATEGY FORMULATION V/5 STRATEGY STRATEGY IMPLEMENTATION
IMPLEMENTATION

STRATEGY FORMULATION

W

i It focuses o eHicien Caling things rightly
It focuses on effectiveness (Dolng right thing) : J ency \Loing thing f

I is an nperational process
It is ."|r|_'|"|“'.|||._|' Procings I W . auor II B

: . It reculres moativation & idership skills
It requires conceptual intuitive & analytical skills equires motivation & le ol 00

| trequires . Iy on among adecutives of
It formulates coordination among executives of It requires coordination a T s :

Ton Level middle & lower levels
| . 1l

Linkage Between Strategy Formulation & Implementation
STRATEGIES CAN BE FRAMED IN 2 DIRECTIONS

*  Forward Linkages — In this we will make Strategy without thinking of resources, due to
this many changes have to made within organisation . Eg — Organisation Structure . In
this leader has to adapt to new strategies. Strategy has Forward Linkages with their
implementation

Backward Linkages — In this we will make Strategy based on Present structure of
resources and also consider past strategic actions. In this we just have to make
incremental changes & we can achieve Where we wish to be

Strategic Planning Operational Planning

- mmmn & its resources « Deals with current Deployment of
= Assesses the impact of environment Resources
[ Develop tactics rather than strategy

Project current operations into future
Makes small changes to functional
departments _

s Itis responsibility of functional
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Due to ¢ hanges in the environment ,
Dusiness has to make changes in strategy &
bring new Strategies

Changes can be made in form of new
markets , products , services or new ways

of doing Business

There are 3 Steps to make change
Recognise the Need for Change — After
analysing Internal & External Environment
through SWOT , we will determine where
there is defect & scope for change
Create a Shared Vision to Manage Change
= Senior Managers & Employees should
have shared vision , Senior Managers have
to convince that Change is really needed ,
~and it should be serious towards new
strategic alternatives & associated changes
Institutionalise the Change — Here we will
implement changed Strategy . We will also
munhuuhange raguhdu.r . if any

Unfreezing the Situation — In this WE Wi [ make

= 1 e s p—
neople prepare for change. In this Wi will break

hehaviour , customs &

down old attituges
readitions . so we can start with ciean slate

This

| can be by making announcement , meetings,

promotion new ideas etc

Change to New Situation — Here we will bring the
change . In order to make the change there are 3
methods — Compliance , Identification &
Internalization

Refreezing — In this we will finalise the Change
and make it permenant , after it has been
completely accepted by everyone . This is
continous process , as organisations keep on
changing

CHANGING TO NEW SITUATION CAN BE IN 3
WAYS :

COMPLIANCE- Strict by Reward & Punishment
IDENTIFICATION- Role Models & follow them
INTERNALISATION- Freedom to learn & adopt
new behaviour

TYPES OF STRATEGIC CONTROL

Premise Control — A Strategy Is based on certain
~assumption or premises , about environment ,
- which may change over time

-t 5W¢hr!5 general

€A MRUGESH MADLANT
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The use of Digital Technologies to develop fresh, 5 Best Practices for Managing Change
improved or entirely new company procedures, in Small & Mid size Business are
goads , or services is known as Digital 1. Begin at the Top - A focused
Transformation leader should be at top witl
5dME View [I!'.I'Irﬂ a5
Change management in Digital Transformation communicated in change. If top
consist of 4 Elements — level is strong, rest of
arganization will accept the
change and it will be promatead
2. Assessing the current state of organization & in right way .
identifying gaps . Change is Necessary & Desired
—1|f company doesn’t have
3. Creating Roadmap for change that outlines sound strategy, introducing too
steps needed to reach desired stage much, too fast can be major
issue for organization
4. Implementing & managing change at every . Reduce Disruption — Everyone
Im’t of organization expectations are different,
getting feedback early, so we

Hﬂﬁrtﬂ Manage Change During Digital are ready to manage change.
Transformation?? = . Give staff members knowledge

& tools, they need to adjust to
ji. 'Mdfrmghal Transformation’s aims & change
[ MEG‘M— What are the predsa nhjechuei . Encourage Communication —
=4 t Create channels, so
' i departments can give feedback
about new procedures, ideas,
eople who will be most

1. Defining goals & objectives of Transfarmation

OTEHUB
. L

CA MRUGESH MADLANI
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8 Limitations of McKINSEY
MODEL

e Ignores Externdl
Environment

e |t does not explain
concept of
organizational
effectiveness or
performance

e More Static & Less
flexible for decision
making

e Gaps are therein
conceptualizing &
implementing strategy

This tool analyzes company’s organizational
design

The goal of these tools is to depict how
effectiveness can be achieved in an organization
through hard & soft elements

Hard Elements can be Controlled by
Management

1. Strategy - Blueprint to bring core
competence and achieve competitive
advantage to drive margins & lead the
industry

2. Structure - There are several structures,

which one we select depends on availability

of resources, Degree of centralization or

. R n

SM MODEL / SM INVOLVES
FOLLOWIGNG STAGES

1. Develop a Strategic
Vision & Formulate

Il
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SIMPLE STRUCTURE

Itis good for those wha follow
single business stratogy and offer
line of products in simgle fmarket

In this owner takes 30| the decisions
and monitars all theactivities af
staff

Littie specialisation, few rules, ittle
farmallsation, direct Involve ment
of owners in all activities

Communication is fast and new
Products tend to be introduced
very quickly

But when ‘company grows and it
uﬂhﬁ’hdn  specialisation, there
Wmhm;e On owner or

DIVISIONAL STRUCTURE

FUNCTIONAL STRUCT URE

It promotes speclalisation of
labour, encourages efficiency,
minimised need Tor an elabarate
control system and allows rapid
decision making

In this there is CED, supported
by corporate staff with
functional line managers such as
Production, Finanhce, Marketing
(i 4

Problerns are there can be
communication & coordinatian
problems across all Business
functions

All managers may develop a
narrow perspective, losing sight
of over-all company's vislon and
mission

MATRIX STRUCTURE
When Otganisation fesis neither

“Functional or Division farms sre
~#pprapriste far tham, then cormes

NETWORK STRUCTURE

It (s wirtual eliminatian
of inhtiuse Business

Functions

Marwy actlvities are
outsourced, so it Is also
called-as VIRTUAL
Organisation

[t s tseful when
environmentis
unstable

Ir this there are less
salaried employees,
and majority are
contract workers for
specific project ar time

Hour Glass Structure
In recent years-due to
growth of rechnology & 1T,
role of middie |svel is
replaced by rechnological
tools
I this there are 3 fayers,
shart and narmow middle
ia:,tarﬂdl'l' finks both Top
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r‘n\r"llrllg“l,p,‘,._.mIII_LI striictire calls for! when company has number af diversified
Creat business , It Is impractical for onterprise 1o do
CATINE separita divisions, cach representing a ! : ]
B CNISOER SRGTOTRSRTEL strategic planning for each of it's product Hance

l'-ii"-l.ll 1T Bius inegs
comes 5B
I

=Ath division weuld house its | i L
g ouse 1its l.|r1Ll|l_‘~r|a| |'-|I_ F.-_IFII'I i 3 -
! In this we will group related business , 50 we £an

Vivision managers would be given responsibility for do their planning together

manag " . {
| ging day-to-day operations; 1t should have 3 Characteristics (MCC)

A Emall cor or i !
porate office that would determine the 1. Manager who is responsible for planning

long-term strategic direction of the firm and exercise e

w?m" financial control over the semi-autonomous LR

divisions. 2, Ownset of Competitors |

Corporate office is respansible for formulating and 3, single Business or collection of related

'mplementing overall corporate strategy and Business which can be planned separately

manages divisions through strategic and financlal “fram other SBU

e Individual 5BU’s are treated as profit centres &
controlled by headquarters

STRATEGY LEADERSHIP  [siiiaibdelmimsiiia

* |t isgrouping of multi-business
corporation which helps in strategic
planning

~ Each SBU is separate Business from

e 5 leadership Roles in Good
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Strateglc Leadership sets direction by

”""‘-"“"'i"ﬂl:‘. & communication vision of future,

formulate strategies according to
eMmiTanmoent

A Leader has to play various roles ke
Entreprencur, Strategist, Culture bullder,
visionary, spokesperson, negotiator,
motivator, arbitrator, policy maker, policy
enforcer, listener and decision maker.

Responsibilities of Strategic Leader

Making Strategic decisions

Formulating policies and plans to implement
dedisions

Effective communication in organisation
Managing change in the organisation
Managing Human capital

Creating & Sustaining strong corporate

ntaining high performance over time

.-l- B
" TRANSFORMATIONAL

)
e |lses Charisma & enthusiasm 1o
I inspire people to do good for ”

arganisation
s Good for new organisation or t'
poorly perfarming organisation |
s They offer excitement vision & i

il personal satisfaction

L: e They inspire to achieve dream, 1
| vision

| * They motivate followers to do more +

; than expectation by increasing their
self confidence

TRANSACTIONAL -
o |t focuses on design system and
controlling organisation activity
o Try to build on existing cuiture
e Useful in matured organisation

Iﬁ’wﬂe culture refers to company's value,
ermsimupﬁmiples, traditions, ways of

Uses autharity of office to exchange
reward and punishment
e Setting clear goals with rewards or
penalties for achievement or non-
achievement

CA MRUGESH MADLANI
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Lompanies that outperform their competitors

dare those who execyte woll

5PM is a method that increases executives

understanding about organization's strategic

goals & offers continuous system for tracking

Rrogress against those goals using clear cut

performance measurements

*  SPM are key indicators that organization use to
track effectiveness of their strategies and make
informed decisions about resource allocation

* It gives commaon language to all divisions . 50
they can communicate openly & productively

* They help to check whether strategles are
aligned as permls ‘& objectives & make
necessary adjustments to improve performance

Importance of Strategic Performance Measures (CEGR)

= Gmmu:m Improvement — Helps to track progress
"ﬂﬂ'ﬂk! adjustments to improve performance over

Types of Strategic Performance
Measures (FICEM)

Emﬂmlhmum—ﬁmpi‘wee

Financial Measures

Revenue growth , return on
investment , profit margins
understanding financial
performance & ability to

generate profit

Innovation Measures — R & [ §
spending , Patent registrations |
New Product launches provide
insight into organisations ability
toinnovate & create new
products & services

Customer Satisfaction Measures
- Customer satisfaction ,
Customer Retention & Customer
loyalty provide insight into
organisations ability to meet
needs and pravide high gquality
products
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