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I. CONCEPT OF

<br>

MANAGEMENT

<br>

'Management' is used in the following

<br>

two ways:

<br>

I.

<br>

It is used in reference to a key

<br>

group in an organisation in

<br>

charge of its offairs.

<br>

2. It is also used with reference to a

<br>

set of interrelated functions

<br>

and processes which are carried

<br>

out by the manogement of an

<br>

organisa tion to atta in its

<br>

objectives.

<br>

3. These functions include

<br>

a) Planning,

<br>

b) Organizing,

<br>

c) Directing,

<br>

d) Stoffing

<br>

e) Controlling.

<br>

I. Strategy is the game plan that management

<br>

may use to achieve any of the following

<br>

2. CONCEPT OF STRATEGy

<br>

objectives

<br>

a) To improve market position,

<br>

b)

<br>

c)

<br>

To conduct operations more effectively.

<br>

To attract and satisfy customers,

<br>

d) To compete success fully for the

<br>

achievement orgaizational objectives.

<br>

2. It is a long - range blueprint of an

<br>

organization's desired image, direction and

<br>

destination, that is

<br>

a) What it wamts to be ?

<br>

b) What it wants to do?

<br>

c) Where it wants to go ?

<br>

3. It provides an integrated framework for the

<br>

top management to search for, evaluate and

<br>

exploit beneficial opportunities, to perceive

<br>

and meet potential threats and crises, to

<br>

make full use of resources and strengths, to

<br>

offset corporate weaknesses

<br>

4. However, strateq is no substitute for sound,

<br>

alert and responsible management.

<br>

S. It con never be perfect, flawless and optimal.

<br>

6. It should be flexible and pragmatic.

<br>

3. STRA TEGY IS PARTLY PROACTIVE AND

<br>

PARTLY REACTIVE

<br>

A company's strategy is typically a blend of

<br>

Proactive actions- on the part of managers to improve

<br>

the company's market position and financiol

<br>

performance.

<br>

a. A company's current strategy flows from both

<br>

previously initiated actions and business

<br>

opproaches that are working well enough to merit

<br>

continuation, as well as newly initiated managerial

<br>

decisions and actions that strengthen the

<br>

company's overall position ond performance.

<br>

b. Thus, strategy partly is deliberate and proactive.

<br>

2. Reactive Actions - Reactions to unanticipated

<br>

developments and fresh market conditions in the

<br>

dynamic business environment.

<br>

a) Not every strategic move is the result of proactive

<br>

planning & deliberate management design.

<br>

b) When market and competitive conditions take an

<br>

unexpected turn or some aspect of a company's

<br>

strategy hits a stone wall, some kind of strategic

<br>

reaction or adjustment is required.

<br>

c) Hence, partially, a company's strategy is always

<br>

developed as a reasoned response to unforeseen

<br>

developments in the business environment.

<br>

4. STRATEGIC

<br>

MANAGEMENT

<br>

(SM)

<br>

1) SM refers to the managerial

<br>

process of developing

<br>

strategic vision, setting

<br>

objectives, crafting a strateg9,

<br>

implementing and evaluoting

<br>

the strategy, and finally

<br>

initiating corrective

<br>

adjustments were deemed

<br>

appropriate.

<br>

2) The overall objectives of SM are

<br>

two fold:

<br>

a) To create competitive

<br>

advantage so that the

<br>

company can outperform the

<br>

competitors.

<br>

b) To guide the company

<br>

successfully through all

<br>

changes in the environment.

<br>



S. IMPORTANCE OF STRATEGIC MANAGEMENT

<br>

1) Eoch orgonization has to build its competitive

<br>

advantage over the competitors in the business warfare

<br>

in order to win. This con be done only by following the

<br>

process of SM.

<br>

2) The major benefits of SM ore:

<br>

o) Proactive instead of reoctive:

<br>

SM helps Orgonisotions to be more proactive instead

<br>

of reactive. Thereby organisotions will be able to

<br>

control their own destiny in o better manner.

<br>

b) Provides framework for decision making:

<br>

SM provides framework for all the major business

<br>

decisions of an enterprise such as decisions on

<br>

businesses, products, markets. It provides better

<br>

quidonce to entire orqanisation on the crucial point -

<br>

what it is trying to ochieve.

<br>

c) Pathfinder:

<br>

SM will help in identifying available opportunities in

<br>

the external environment so that orgainsation can

<br>

plan for a good future. Therefore it acts as

<br>

pathfinder.

<br>

d) Act as a corporate defence:

<br>

SM serves a corporate defence mechanism

<br>

against mistakes ond pitfalls.

<br>

e) Helps in developing core competencies:

<br>

Over a period of time SM helps organisation to evove

<br>

certain core competencies and competitive

<br>

advantages that assist in its fight for survival and

<br>

growth.

<br>

) Provides direction:

<br>

The SM gives a direction to the company to move

<br>

ahead. It defines the goals ond mission. It helps

<br>

management to define realistic objectives and goals.

<br>

9) Enhancing the longevity of the business

<br>

6. LIMITA TIONS OF STRATEGIC MANAGEMENT
<br>

Environment is highly complex and turbulent

<br>

a) It is difficult to understand the complex

<br>

D

<br>

environment and exactly pinpoint how it wil)

<br>

shape-up in future.

<br>

b) The orgonisational estimate about its future -le

<br>

may awfully go wrong and jeopardise all stroteoie

<br>

plans.

<br>

c) The environment affects as the organasation has

<br>

to deal with suppliers, customers, 9overnments and

<br>

other external foctors.

<br>

d) Thus, relying on a business strategy blindly could

<br>

go absolutely wrong if the environment is

<br>

turbulent.

<br>

2) Strategic management is a time-consumingprocess

<br>

a) Organisations spend a lot of time in preparing,

<br>

communicating the strategies that may impede

<br>

daily operations and negatively impact the routine

<br>

business.

<br>

b) Planning and strategizing are important but putting

<br>

them in action is where the actual success lies.

<br>

3) Strategic management is a costly process

<br>

) SM adds a lot of expenses to an organization.

<br>

b) These can be really costly for organisations with

<br>

limited resources particularl when small and

<br>

medium organisation

<br>

c) SM requires experts, and these experts are

<br>

costly resources.

<br>

4) Difficult to predict competitive responses

<br>

a) In a competitive scenario, where all organisations

<br>

are trying to move strategically, it is difficult to

<br>

clearly estimate the competitive responses to a

<br>

firm's strategies.

<br>

b) It is quite difficult to gauçe the strategic

<br>

plannin9 of competitors because most of these

<br>

decisions are taken within closed doors by the top

<br>

management.

<br>

7. STRATEGIC LEVELS IN ORGANI2ATIONS

<br>

There are three main levels of management in an orgonizotion namely:

<br>

a) Corporate level

<br>

b) Business level

<br>

7.) CORPORATE LEVEL MANAGERS (CLM)

<br>

I) It consists of the chief executive officer (CEO), other senior executives, the

<br>

board ofdirectors, and corporate staff.

<br>

2) They occupy apex of strategic decision making in the Orgonisation.

<br>

3) CLMs, and particularl the CEO, can be viewed as the quardians of shoreholder

<br>

welfare.

<br>

e) Functional level

<br>

4) cLM's provide an organisation level view of strategy.

<br>

THE ROLE OF A CORPORATE MANAGER INCLUDES

<br>

a) To oversee the development of strategies for the whole organi-2ation.

<br>

b) Defining the mission and goals of the organization.

<br>

c) Determining what businesses, it should be in.

<br>

d) Allocating resources among the different businesses.

<br>

e) Formulating and Implementing strategies that span individual businesses.

<br>

f) Providing leadership for the organization.

<br>

7.2 BUSINESS LEVEL

<br>

MANAGERS (BLM)

<br>

) It consists of divisional

<br>

managers and staff.

<br>

2) The strategic role of these

<br>

managers is to translate

<br>

the general statements of

<br>

direction and intent that

<br>

come from the corporate

<br>

level into concrete

<br>

strategies for individual

<br>

businesses.

<br>

3) BLM's are concerned with

<br>

strategies that are

<br>

specific to a particular

<br>

business.

<br>

73 FUNCTIONAL LEVEL MANAGERS (FLM)

<br>

D FLM's are responsible for the specific

<br>

business functions such as human

<br>

resources, purchasing, product

<br>

development, customer service, etc.

<br>

2) FLM's provide most of the information that

<br>

makes it possible for business and

<br>

corporate-level general managers to

<br>

formulate realistic and attainable strategies.

<br>

3) Thus, a FLM's sphere of responsibilities is

<br>

generally confined to one organizational

<br>

activity.

<br>

4) Since FLM's are closer to the customer

<br>

than the typical general manager is, they

<br>

themselves may generate important ideas

<br>

that subsequently may become major

<br>

strategies for the company.

<br>



8. NETIWORK OF RELATIONSHIPS BETWEEN

<br>

THE THREE LEVELS

<br>

) There are multiple ways in which all the 3 levels of

<br>

management are interlimked, and interestingly it depends on

<br>

the organisation as a whole to decide whot kind of network

<br>

of relationship suits their culture and aspirations.

<br>

2) There are 3 major types of networks of relotionship

<br>

between the levels.

<br>

FUNCTIONAL AND DIVISIONAL RELATIONSHIPS

<br>

a) It is an independent relationship, where each function or a

<br>

division is run independently headed by the

<br>

functionldivision head, who is a business level manager,

<br>

reporting directly to the business head, who is a corporate

<br>

level manager.

<br>

b) Functions may be like Finance, Human Resources,

<br>

Marketing, etc. while Divisions may depend on the products

<br>

like for a toys manufocturer kids toys, teenager toys, etc.

<br>

could be divisions.

<br>

HORIZONTAL RELATIONSHIPS

<br>

) Al positions, from top management to staff-level employees,

<br>

are in the same hierarchical position. It is a flat structure

<br>

where everyone is considered at same level. This leads to

<br>

openness and transparency in work culture and focused

<br>

more on idea sharing and innovation.

<br>

b) This type of relationship between levels is more suitable for

<br>

startups where the need to share ideas with speed is more

<br>

desiroble.

<br>

MATRIX RELATIONSHIP

<br>

a) It features a grid-like structure of levels in an organisation,

<br>

with teams formed with people from various departments

<br>

that are built for temporary task-based projects. This

<br>

relationship helps manage huge conglomerates with ease

<br>

where it is nearly impossible to track and manage every single

<br>

team independently.

<br>

b) There are more than one business level managers for each

<br>

functional level teams. It is complex for smaller

<br>

organisations, but extremely useful for large organisations.

<br>

9. STRATEGIC INTENT (VISION, MISSION,

<br>

GOALS, OBJECTIVES AND VALUES)

<br>

) It refers to purposes of what the organization strives for.

<br>

senior managers must defisa

<br>

hat they want to do and

<br>

why they want to do", "Why they
want to do" represents

<br>

strategic intent of the firm.

<br>

2) It gives an idea of what the organisation desires to attain in

<br>

future. It answers the question whet the organisation strives

<br>

or stands for?

<br>

3) It indicates the long-term market position, which the

<br>

organisation desires to create or occupy and the opportunity for

<br>

exploring new possibilities.

<br>

10. THE VISION

<br>

D A Strategic vision is a road mop of a company's future - it

<br>

provides specifics about technology and customer focus, the

<br>

geogrophic and product markets to be pursued, the

<br>

capabilities it plans to develop, and the kind of company

<br>

that management is trying to create.

<br>

2) It points out a particular direction, charts a strategic path to

<br>

be followed in future, and moulding organisational identity.

<br>

ESSENTIALS OF A STRATEGIC VISION

<br>

a) The entrepreneurial challenge in developing a strategic vision is

<br>

to think creatively about how to prepare a company for the

<br>

future.

<br>

b) Forming a strategic vision is an exercise in intelligent

<br>

entrepreneurship.

<br>

c)A well-articulated strategic vision creates enthusiasm for the

<br>

course management has charted and engages members of

<br>

the organization.

<br>

d) The best-worded vision statement clearly and crisply

<br>

illuminates the direction in which organization is headed.

<br>

) A mission is an answer to the basic question what business are

<br>

we in and what we do'

<br>

a)

<br>

2) A company's mission statement is typically focused on its present

<br>

business scope -"who we are and what we do". Mission

<br>

statements broadly describe an organizations present capability,

<br>

customer focus, activities, and business makeup.

<br>

b)

<br>

c)

<br>

). MISSION (WHO WE ARE

<br>

d)

<br>

AND WHAT WE DO)

<br>

e)

<br>

WHY SHOULD AN ORGANI2ATION HAVE A MISSION?

<br>

Unanimity of purpose within the organization.

<br>

A basis for motivating the use of the organization's resources.

<br>

Standard, for allocating organisational resources.

<br>

To establish a general tone or organizational climate.

<br>

To serve as a focal point for those who can identify with the

<br>

organization's purpose and direction.

<br>

f) To facilitate the translation of objective and goals into a work

<br>

structure.

<br>

GUIDELINES IN FORMULATING A MISSION STATEMENT

<br>

a) One of the roles of a mission statement is to give the organisation

<br>

its own special identity, business emphasis and path for

<br>

development - one that typically sets it apart from other similarly

<br>

positioned companies.

<br>

b) A company's business is defined by what needs it is trying to

<br>

satisfy, which customer groups it is targeting and the

<br>

technologies and competencies it uses and the actvities it

<br>

performs.

<br>

c) Good mission statements are - unique to the organisation for

<br>

which they are developed.

<br>



12, GOALS AND OBJECTIVES

<br>

) Objecties ore organizotions performance targets - the results and

<br>

outcomes it wants to achieve. They function as yardstick for

<br>

tracking on organizations performance and progress.

<br>

2) Business organization translates their vision and mission into

<br>

objectives.

<br>

3) As such the term objectives are synonymous with goals, however,

<br>

some authors make an attempt to distinguish the two.

<br>

4) Goals are open-ended attributes that denote the future states or

<br>

outcomnes.

<br>

S) Objectives are close-ended attributes which are precise and

<br>

expressed in specific terms.

<br>

) Objectives should define the organization's relationship with its

<br>

environment.

<br>

b) Standards for performance appraisal.

<br>

CHARACTERISTICS OF OBJECTIVES

<br>

c) Concrete and specific

<br>

d) Related to a time frame

<br>

e) Measurable and controllable

<br>

f) Challenging

<br>

) Different objectives should correlate with each other

<br>

o) Profitability

<br>

To achieve long-term prosperity, strotegic planners commonly establish

<br>

long-term objectives in seven areas.

<br>

b) Productivity

<br>

LONG-TERM OBJECTIVES

<br>

) Competitive Position

<br>

d) Employee Development

<br>

e) Employee Relations

<br>

) Technological Leadership

<br>

) Public Responsibility

<br>

13. Values

<br>

) A few common examples of values ore

<br>

Integrity, Trust, Hecountability,

<br>

Humility, Innovation, and Diversit.

<br>

2) A company's value sets the tone for how

<br>

the people of think and behave, especially

<br>

in situations of dilemma. It creates a

<br>

sense of shared purpose to build a

<br>

strong foundation ond focus on longevity

<br>

of the company's success.

<br>

3) Employees prefer to work with employers

<br>

whose values resonate with them - the

<br>

ones they can relate to in their daily work

<br>

and personal life.

<br>

4) Interestingly, majority of consumers say

<br>

that they would prefer to buy products

<br>

and services from companies that have a

<br>

purpose that reflects their own value and

<br>

belief system. Hence, values have both

<br>

internal as well as external

<br>

implications.

<br>
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I. STRATEGIC ANALYSIS

<br>

2)

<br>

3)

<br>

Environmental scanning is a

<br>

natural and continuous octivity

<br>

for every business and some

<br>

businesses may perform such

<br>

analysis on infonmal basis and

<br>

some moy follow an appropriately

<br>

designed framework for the

<br>

same.

<br>

It is a component of business

<br>

plonning that has a methodical

<br>

approach, makes the right

<br>

resource investments, and may

<br>

assist business in achieving its

<br>

objective.

<br>

It is a continuous process which

<br>

is not without limitations.

<br>

There are two major limitations

<br>

of strategic analysis that we

<br>

need to be aware of.

<br>

a) First, it gives o lot of

<br>

innovative op tions but

<br>

doesn't tell which one to pick.

<br>

The options can be

<br>

overlapping, confusing or

<br>

difficult to implement.

<br>

b) Second. it can be time

<br>

consuming at times, hurting

<br>

overall organisational

<br>

functioning and also strain

<br>

other efficient innovations

<br>

such as developing a new

<br>

product or a service.

<br>

2. ISSUES TO CONSIDER FOR STRATEGIC ANALYSIS

<br>

) Strategy evolves over a period of time:

<br>

a) Each strategic decision must balance the

<br>

different factors that impact and constrain

<br>

strategy. A key element is the probable

<br>

outcomes of everyday decisions.

<br>

b) A current strategu is the result of several

<br>

little choices taken over a protracted period

<br>

of time.

<br>

c) Strategy is influenced by experience.

<br>

2) Balance of Externaland Internal Factors:

<br>

a) Strategic analysis necessitates creating a

<br>

reasonable balance between many and

<br>

conflicting challenges, because a perfect fit

<br>

between them is unlikely.

<br>

b) Management must consider opportunities,

<br>

influences, and constraints while taking a

<br>

strategic decision.

<br>

3) Risk:

<br>

a) The principle of maintaining balance is

<br>

important. The complexity and intermingling

<br>

of variables in the environment reduces the

<br>

strategic balance in the organisation.

<br>

b) An important aspect of strategic analysis is to

<br>

identify potential imbalances or risks and

<br>

assess their consequences.

<br>

External Analysis

<br>

External Analysis

<br>

Customer Analysis : Segments,

<br>

motivations, unment needs.

<br>

Competitor Analysis : Strategic

<br>

9roups, performance, objectives,

<br>

strategies, culture, cost structure.

<br>

Market Analysis : Size, growth,

<br>

profitability, entry barriers.

<br>

Environmental Analysis :

<br>

Technological, government, economic,

<br>

cultural, demographic.

<br>

Opportunities, Threats, Trends,

<br>

and

<br>

Strategic Uncertainties

<br>

Internal Analysis

<br>

Performance Analysis : Profitability,

<br>

sole, customer satisfoction, product

<br>

quality, relative cost, new products,

<br>

human resources.

<br>

Determinants Analysis : Past and

<br>

current strategies, strategic problems,

<br>

organizational capabilities and

<br>

constraints, financial resources,

<br>

strengths, and weaknesses.

<br>

Strategy ldentification

<br>

• ldentify strategic alternatives

<br>

Select strategy

<br>

• Review strategies

<br>

Strategic Strengths, Wealnesses,

<br>

Problems, Constraints &

<br>

Uncertainties

<br>

Implement the operating plan

<br>

Selection

<br>

Figure : Framework of Strategic Analysis

<br>



3. FACTORS IMPACTING ECONOMIC

<br>

CHARACTER OF INDUSTRIES

<br>

The economic character of industries varies according

<br>

to such foctors as

<br>

a) Overall size and market growth rate,

<br>

b) The poce of technological change,

<br>

c) The geographic boundaries of the market from

<br>

local to worldwide),

<br>

d) The number and size of buyers and sellers,

<br>

e) Whether sellers' products are virtually identical

<br>

or highly differentiated, the extent to which

<br>

costs are affected by economies of scale.

<br>

f) The types of distribution channels used to

<br>

occess buyers.

<br>

g) Marketing opportunities,

<br>

h) Disposable income ofprospective buyers,

<br>

i) Government support, etc.,

<br>

7. STRATEGY AND BUSINESS ENVIRONMENT

<br>

The term "business environment'" refers

<br>

to all

<br>

sOme way affect business decisions, plans, and operations.

<br>

2) SM is involved with choosing a long-term

<br>

a/

<br>

ere sa close and continuous intern-tion

<br>

4) It helps the business in the following ways:

<br>

external factors, influences, or situations that in

<br>

these resources and opportunities.

<br>

direction in relation to i

<br>

between a business and itsenvironment.

<br>

The interaction between the .eeee and its environment would explain opportunities and

<br>

threats to the business. It helps to find new needs and wants of the consumers, changes in

<br>

laws, changes in social behaviours ond tells what new products the competitors are bringing in

<br>

the market to attract consumers.

<br>

b The interaction with the environment enables the business to identify the areas for growth

<br>

and expansion of their activities. Once the business is aware and understands the changes

<br>

happening around, it can plan and strateoise to have successful business.

<br>

The managers are motivated to continuously update their knowledge, understanding and skills

<br>

to meet the predicted changes in the realm of business.

<br>

services.

<br>

d) Environmental understandino helps the business orqanizations to improve their image by

<br>

showing their sensitivity to the environment in which they operate.

<br>

e) It helps the businesses to analyse the competitors' strategies and formulate their own

<br>

strategies accordingly. The idea is to flourish (Prosper) and beat competition for its products and

<br>

S. MICRO AND MACRO

<br>

ENVIRONMENT

<br>

The external environment con be categorised in

<br>

two major types as follows:

<br>

a) Micro-environment -

<br>

Is related to small area or immedlate

<br>

periphery of an organization. This may

<br>

include your consumers, core suppliers,

<br>

employees, inte rmediaries, locol

<br>

competitors, etc.

<br>

b) Macro environment -

<br>

Is the portion of the outside world that

<br>

significantly affects how an organisation

<br>

operates but much beyond its direct control

<br>

and influence.

<br>



o) Demographics ore the characteristics of a population that have been

<br>

classified and explained according to certain criteria, such age, gender, and

<br>

income, in order to understond the features of a specific qroup.

<br>

a)

<br>

b) Demographical analysis considers factors such as race, age, income,

<br>

educotion, possession of assets, house ownership, job position, region, and

<br>

the degree of education.

<br>

)

<br>

b

<br>

It represents a complex group of foctors such as social traditions, values and

<br>

beliefs, level and standards of literocy, the ethical standards ond state of

<br>

society, the extent of social stratification, conflict, cohesiveness and so forth.

<br>

b) It differs from demographics, it is not the characteristics of the population,

<br>

but it is the behaviour and the belief system of that population.

<br>

d)

<br>

6. ELEMENTS OF MACRO ENVIRONMENT

<br>

b)

<br>

Demographic Envìronment

<br>

Socio-Cultural Environment

<br>

)

<br>

Economic Environment

<br>

Economic conditions havea direct bearing over the business strategies.

<br>

It refers to the overall economic situation around the business and include

<br>

conditions ot the regional, national and global levels.

<br>

Income distribution pattern determine the business possibilities.

<br>

o) The general level ofpolitical development,

<br>

Higher interest rates are detrimental for the businesses with high debt.

<br>

The economic conditions ofa nation refer to a set of economic factors that

<br>

have great influence on business organizations and their operations.

<br>

e) Political stability,

<br>

)

<br>

Political-Legal Environment

<br>

) The degree ofpolitical morality,

<br>

The degree to which business and economic issues have been politicised,

<br>

d) The state of law and order,

<br>

The political ideology and practises of the ruling party,

<br>

g) The effectiveness and purposefulness of governmental agencies, and

<br>

h) The scope and type of governmental intervention in the economy and

<br>

industry.

<br>

Technological Environment

<br>

o) Technology has ehanged the ways of how businesses operate now.

<br>

b) Technology and business are linked and are interdependent on one another.

<br>

Changes in technoloQy have an effect on howa business runs its operations.

<br>

d) Technology is leading to many new business opportunities as well as making

<br>

obsolete most of the existing business products and services.

<br>

7. PESTLE- A TOOL TO ANALYSE
<br>

MACRO
ENVIRONMENT

<br>

'PESTLE analysis is an increasingly used and

<br>

recognizedanalytical tool, and

<br>

for:

<br>

a) P- political

<br>

b) E-economic

<br>

c) S- socio-cultural

<br>

d) T- technological

<br>

e) l- legal

<br>

f) E-emvironmental

<br>

it is an acronym

<br>

The Key Factors

<br>

a) Political factors: How and to what

<br>

extent the government lmtervenes in the

<br>

economy and the activities of business

<br>

fims.

<br>

b) Economic foctors: Major impacts on how

<br>

businesses operate and take decisions.

<br>

c) Social factors: Affect the demand for a

<br>

company's products and how that

<br>

company operates.

<br>

d) Technologic al factors: Determine

<br>

barriers to entry, minimum efficient

<br>

production level and influence outsourcing

<br>

decisions. Furthermore, technological

<br>

shifts can affect costs, quality, and lead

<br>

to innovation.

<br>

e) Legal factors: Affect how a company

<br>

operates, ts costs, and the demand for

<br>

itsproducts, ease of business.

<br>

f) Environmental factors: A ffect

<br>

industries such as tourism, farming, and

<br>

insurance. Growing awareness to climate

<br>

change is affecting how companies

<br>

operate and the products they offer it is

<br>

both creating new marke ts ad

<br>

diminishing or destroying existing ones,

<br>

8, INTERNATIONALI2ATION OF BUSINESS

<br>

A global companyMNC has three characteristics

<br>

a) It is o conglomerate of multiple units but all linked bycommon ownership.

<br>

b) Multiple units drow on o common pool of resources, such os money, credit, information,

<br>

patents, trade names and control systems.

<br>

c) The units respond to some common strategy. Besides, its managers ond shareholders are also

<br>

based in different nations.

<br>

Why do companies go global?

<br>

a) Technological developments and evolving political views are two importont factors in the

<br>

rapid rise of multinational organisations. Becouse of technological advances, the process of

<br>

internationalisation is now simpler than it was previously.

<br>

b) Worldwide communication makes it easier to define and implement global strategy by

<br>

linking corporate headquarters with their abroad operations.

<br>

) Introduction of improved transportation has increased the mobility of money, people, raw

<br>

materials, and finished items.

<br>

There areseveral reasons why companies go global

<br>

a) Companies often set up overseasplants to reduce high transportation costs because it may

<br>

be cheaper toproduce near the market to reduce the time and costs involved.

<br>

b) Domestic mnarkets are no longer adeguate. The competition may not exist in intenational

<br>

markets.

<br>

) Globalization is important for organization's to grow. Often finding opportunities in the other

<br>

parts of the globe organisation extend their businesses and globalize their operation.

<br>

d) Globalization has made companies to form strategic alliances to ward off economie and

<br>

technolagieal threat and leverage their respective comparative and competitive

<br>

advantage.

<br>

e) There is rapid shrinking of time and distance across the globe because of faster

<br>

communication, speedier transportation, growing financial flows and rapid technological

<br>

changes.

<br>

f) Need for reliable or cheaper source of raw material, cheap labour ete.

<br>

9 When exporting organisations find foreign markets to open up or grow big, they may naturally

<br>

look at overseas manufacturing plants and sales branches to generate higher sales and better

<br>

cash flow.

<br>

h) The rise of services to constitute the largest single sector in the world economy; and regional

<br>

economic integration, which has involved both the worlds largest economies as wellas certain

<br>

developing economies.

<br>

) The opparent and real collapse of intermational trade barriers redefines the roles of state

<br>

and industry. The trend is towards increased privatization of manufacturing and services

<br>

sectors, less government interference in business decisions and more dependence on the

<br>

value-added sector to gain market place competitiveness.

<br>



9. INTERNATIONAL ENVIRONMENT

<br>

An assessment of the extemal environment is the first

<br>

step toward intemationalisation. Assessments of the

<br>

intemational environment con be done at three levels:

<br>

multinational, regional, and country.

<br>

Mutinational environmental analysis

<br>

) t involves identifying, anticipating, and

<br>

monitoring signihcant components of the

<br>

global environment on a large scale.

<br>

b) Governments may have free or interventionist

<br>

tendencies in economies that needs to be

<br>

carefully considered.

<br>

Regional environmental analysis

<br>

It is a more in-depth evaluation of the critical

<br>

foctors in o specific geographical area. The emphasis

<br>

would be on discovering market opportunities for a

<br>

goods, services, or innovations in the chosen

<br>

location.

<br>

Country environmental analysis

<br>

a) Study of economic, legal, political, and cultural

<br>

dimensions is required in order for planning to

<br>

be successful.

<br>

b) Each of the countries to develop effective

<br>

market entronce strategies.

<br>

) International environment has become an

<br>

inherent part of strotegic management for

<br>

businesses of all sizes with global interests.

<br>

10. UNDERSTANDING PRODUCT

<br>

AND INDUSTRY

<br>

Businesses sell products. A

product can be

<br>

either a q00d ora service, It

<br>

might be physical good or a service, an experience Business products have

<br>

certain characteristics as follows:

<br>

Products are either tangible or intangible.

<br>

a) A tangible product can be handled. seen, ond physically felt,

<br>

such as a car, book, pen, table, mobile handset and so oM

<br>

b) An intangible product is not a phucicol 900d, such as telecom

<br>

services, banking, insurance, or repair services.

<br>

2) Producthas a price.

<br>

a) Businesses determine the cost of their products and char9e a

<br>

price for them. The dynamics of supplu and demand influence the

<br>

market price of an item or service.

<br>

b) The market price is the price at which guontity provided equals

<br>

quantity desired. The price that ma be paid is determined by

<br>

the market, the quality, the marketing, and the targeted group.

<br>

3) Products have certain features that deliver satisfoction.

<br>

A product feature is a component of a product that satisfies a

<br>

consumer need. Features determine product pricing, and businesses

<br>

alter features during the development process to optimise the user

<br>

experience.

<br>

4) Product is pivotal for business.

<br>

a) The product is at the centre of business around which all

<br>

strategic activities revolve.

<br>

b) The product enables production, quality, sales, marketing,

<br>

logistics and other business processes.

<br>

c) Product is the driving force behind business activities.

<br>

S) A product has a useful life.

<br>

Every product has a usable life after which it must be replaced. as

<br>

well as a life ccle after which it is to be reinvented or mau cease to

<br>

exist.

<br>

PLC is an S-shaped curve which exhibits the relationship of sales with respect of time

<br>

for a product that passes through the four successive stoges of -

<br>

a) The first stage is the introduction stage with slow sales growth, in which

<br>

competition is almost negligible, prices are relatively high and markets are

<br>

limited. The growth in sales is at a lower rate becouse of lack of lknowledge on

<br>

the part of customers.

<br>

b)

<br>

II. PRODUCT LIFE CYCLE (PLC)

<br>

c

<br>

d)

<br>

The second phase is growth stage with rapid market acceptance. In the growth

<br>

stage, the demand expands rapidly, prices fall, competition increases and

<br>

market expands. The customer has knowledge about the product and shows

<br>

interest in purchasing it.

<br>

The third phase is maturity stage where there is slowdown in growth rate. In

<br>

this stage, the competition gets tough and market gets stabilized. Profit comes

<br>

down because of stiff competition. At this stage organisations have to work for

<br>

maintaining stability.

<br>

In the fourth stage of PLC is declines with sharp downward drift in sales. The

<br>

sales and profits fall down sharply due to some new product replaces the

<br>

existing product. So, a combination of strategies can be implemented to stay in the

<br>

market either by diversification or retrenchment.

<br>

Advantages of PLC

<br>

a) It can be used to diagnose a portfolio of products (or businesses) in order to

<br>

establish the stage at which each of them exists.,

<br>

b) Particular attention is to be paid on the businesses that are in the declining stage.

<br>

Depending on the diagnosis, appropriate strategic choice can be made.

<br>

) Expansion may be a feasible alternative for businesses in the introductory and

<br>

growth stages. Mature businesses may be used as sources of cash for investment

<br>

in other businesses which need resources.

<br>

d) A combination of strategies like selective harvesting, retrenchment, etc. may be

<br>

adopted for declining businesses. In this way, a balanced portfolio of businesses may

<br>

be built up by exercising a strategic choice based on the PLC concept.

<br>



)

<br>

2)

<br>

3)

<br>

4)

<br>

t is a method used by strotegists to break down eoch process thot their business employs. o

<br>

purchase of row material, comversion of raw material into finished goods, marketing soles exe

<br>

This analysis could be used to improve the seguence of operations,enhancing efficiency ano c

<br>

a competitive advantoge.

<br>

It is a method of examining eoch octvit in value chain of o business to identity areds

<br>

improvements.

<br>

The primory octivities of the organizotion are grouped into five main areas:

<br>

12. VALUE CHAIN ANALYSIS

<br>

) Inboumd logistics ore the octivities concerned with receiving, storing and distributing the nputs

<br>

to the product/service. This includes materials handling, stock control, transport etc.

<br>

b) Operctions tronsform these various inputs into tihe final product or service: machining, packaging

<br>

assembly, testing ete.

<br>

) Ortbound logistics collect, store and distribute the product to customers.

<br>

)

<br>

D For tangible products this would be warehousing, materials handling, transport, etc.

<br>

Prìmary Activities

<br>

i)

<br>

) Marketing and sales provide the means where by consumers/users are made aware of the product /

<br>

service Gnd are able to purchase it.

<br>

i) This would include sales odministrotion, advertising, selling and so on.

<br>

In the case of services, itmoy be more concemed with arrangements for bringing customers

<br>

to the service if it is o fixed locotion (e.g. sports events).

<br>

areas:

<br>

e) Services cre oll those activities, which enhance or maintain the value of a product/service, such as

<br>

instaliation, repair, troining ond spores.

<br>

In public services, communication networks which help users' access a particular service are

<br>

often importont.

<br>

S) Eoch of these groups of primory octivities is linked to support octivities. These con be divided into four

<br>

b) Technology development:

<br>

i)

<br>

) Procuremert: This refers to the processes for acçuiring the various resource inputs to the primary

<br>

activities (not to the resources themselves).

<br>

Secondary Activities

<br>

All volue coctivities hove o 'technology', even if it is simply know-how.

<br>

i) The hey technologies may be concerned directly with the product or with processes or with a

<br>

particular resource

<br>

) Humen resource monogemet:

<br>

tofostructre:

<br>

It tronscends ollprimory octivities.

<br>

t is concerned with those octivities ivohved in recruiting, monaging, training, developing and

<br>

renordingpeople within the orgoninstion.

<br>

D The zystems of plonning, finonce, quality control, informotion monogement, etc. ore crucially

<br>

inporont to on orgonizotion's performance in its primary activities.

<br>

i) t aloonsists of structures b routines of the orçonizotion which sustoin its culture.

<br>

) A combination of ideas and methodologies mau be utilised to creote o clear picture of

<br>

o) Key industry traits,

<br>

b) Competition intensity,

<br>

c)

<br>

4)

<br>

d)

<br>

13. INDVSTRY ENVIRONMENT ANALYSIS

<br>

e)

<br>

Industry change drivers,

<br>

Rival firms' market positions and toctics,

<br>

Competitive success, and

<br>

f) Profit forecasts.

<br>

2) Industry analysis enable strategic understanding obout the entire stote of ony industry and make decisions obout whether

<br>

the industry is a lucrative or not.

<br>

3) The goal of the industry environment analysis, which is typically on important step of strategic analysis, is to estimate the

<br>

amount of competitive pressures the business is presently facing and is expected to foce in the near future.

<br>

The analysis entails seeing the firm in the context of a bigger framework.

<br>

S) The purpose of industrial analysis is to get insight into a wide range of elements within and outside the business.

<br>

14. PORTER'S FIVE FORCES MODEL-COMPETITIVE ANALYSIS

<br>

) To perform competitive pressure analysis, Michael Porter recommended identi-fication and analysis of following frve forces:

<br>

a) Competitive pressures associated with the market manoeuvring i.e. strategies to earn buyer's patronage i.e.

<br>

loyalty by rival sellers in the industry.

<br>

b) Competitive pressures associated with the threat of new entrants into the market.

<br>

) Competitive pressures coming from certain companies of certain other industries to wìn over the existing

<br>

customers of your industry i.e. effect of substitute products.

<br>

d) Competitive pressures from supplier bargaining power.

<br>

e) Competitive pressures from buyer bargaining power.

<br>

2) Following steps will help the strategists in drawing conclusion:

<br>

Step ;ldentify the specific competitive pressures associated with each of the five forces.

<br>

Step 2:Evaluate how strong the pressures is from each five forces ie. fierce, strong, moderate to normal, or weak.

<br>

Step 3: Determine whether the collective strength of the five forces is conducive to earm attractive profits.

<br>



) New entrants con reduce an mdustry's profitability, because they add new productien

<br>

capacity, leading to increase in supply of the product, sometimes even at a lower price and con

<br>

substantially erode existing fim's market share position.

<br>

2) New entrants are aways a powerful source of competition.

<br>

IS. THREAT OF NEW ENTRANTS

<br>

3) The bigger the new entrant, the more severe the competitive effect.

<br>

4) A firm's profitability tends to be higher when new firms are blocked from entering the industru

<br>

S) Todiscourage new entrants, existing firms can try to raise barriers to entry. "Barriers to entru'"

<br>

represet economic forces or 'hurdles) that slow down or impede entry of new firms.

<br>

6) Common barriers to entry include:

<br>

o) Capital requirements

<br>

When a large amount of capital is required to enter an industry, firms lacking funds are

<br>

effectivelybarred from the industry, thus enhancing the profitability of existing firms.

<br>

b) Economies of scole

<br>

i) Many industries are characterized by economic activities driven byeconomies of scale.

<br>

i) t refer to the decline in the per-unit cost of production (or other activity) as

<br>

volume grows.

<br>

) Product differentiation

<br>

f)

<br>

It refers to the physical or perceptual differences, or enhancements, that make a

<br>

product special or unique in the eyes of customers.

<br>

d) Switching costs

<br>

i) Differentiation works to reiforce entry barriers because the cost of creoting

<br>

genuine product differences may be too high for the new entrants.

<br>

To succeed in an industry, new entrant must be able to persuade existing customers

<br>

of other companies to switch to its products.

<br>

e) Brand identity

<br>

i) Buyers often incur high financial and psychological costs while switching between,

<br>

this makes them reluctant to change.

<br>

D The brand identity of products or services offered by existing firms can serve as

<br>

another entry barrier.

<br>

i) it is important for infrequently purchased products that carry a high unit cost to

<br>

the buyer.

<br>

Access to distribution channels (DC)

<br>

i) The unovailablityof DC's for new entrants poses another threat.

<br>

|) Despite the growing power of the internet, many firms still continue to rely on their

<br>

control of physical DC's.

<br>

g) Possibilityof aggressiveretaliation by existing players

<br>

Sometimes the mere threat of aggressive retaliation bu incumbents can deter entry by

<br>

other fims intoan existing industry.

<br>

Buyers of on industry can sometinmes exert

<br>

services. This leverage is particularly evident when:

<br>

a) Rere have full knowledge of the sources of products and their available substitutes.

<br>

16. BARGAINING POWER OF BUYERS

<br>

considerable pressure on existing firms to reduce the selling price or to request better

<br>

b) Buuerc are spending a lot of money on the industry's produets i.e., they are big buuers.

<br>

) Dhe huwers are more concentrated than the firms supplying the product ie. few buyers and more mumber of seller.

<br>

Sualeens alco influence the profitability of an industry, following circumstances may help a suppliers to exert higher bargaining

<br>

power over o business:

<br>

a) Supplier's products are crucial to the business and substitutes are not ovoilable

<br>

17. BARGAINING POWER OF SUPPLIERS

<br>

b) Theu moy be high switching costs involved to change the supplier.

<br>

2

<br>

c) Suppliers are more concentrated than the number of buyers i.e. few suppliers, more buyers.

<br>

3)

<br>

18. THE NATURE OF RIVALRY IN THE INDUSTRY

<br>

The intensitu of rivalry in an industry is a significant determinant of industry attractiveness and profitability.

<br>

The intensity of rivalry can influence the costs of suppliers, distribution, and of attracting customers ond thus directly offect the

<br>

profitability.

<br>

The more intensive the rivalry, the less attractive is the industry. Rivalr among competitors tends to be cutthroat and

<br>

industry profitability low when:

<br>

) An industry has no clear leader. Therefore, continuous war for leadership.

<br>

b) Competitors in the industry are numerous.

<br>

) Competitors operate with high fixed costs. Thus, aiming for better Returm on lmvestment with more ferce tactits.

<br>

d) Competitors face high exit barriers and there fore,continue to fight for market share.

<br>

e) Competitors have little opportunity to differentiate their offerings.

<br>

f) The industry faces slow or diminished growth.

<br>

future.

<br>

I9. THREAT OF SUBSTITUTES

<br>

I) Substitute are hidden competitors for a product in the industry.

<br>

2) Organisation should identify available substitutes for their industry's product and evaluate how impactful they can be in the near

<br>

3) In many cases they grow to become a major constituent of competition, Substitute products that offer a price advantage

<br>

andjorperformance improvement to the consumers, can drastically alter the competitive character of an industry.

<br>

4) Wherever significant investment in R&D is takino place, threats from substitute products can be expected. Substitutes, too,

<br>

usually limit the prices and profits of an industr.

<br>

S) To predict profit pressure from this source. firms must search for products that perform the some, or nearly the same,

<br>

function as their existing products.

<br>



ACADEMY

<br>

20. ATTRACTIVENESS OF INDUSTRY

<br>

) Strotegists assess the industry outlook carefully,

<br>

deciding whether industry and competitive

<br>

conditions present on attroctive business

<br>

opportunity for the organisation or whether its

<br>

growth and proft prospects ore gloomy.

<br>

2) The important foctors on which to base such

<br>

conclusions include:

<br>

b)

<br>

d)

<br>

) Whether industry profitability will be

<br>

fovourably or unfovourably affected by the

<br>

prevailing drìving forces?

<br>

e)

<br>

The industry's growth potential, is it

<br>

futuristically viable?

<br>

Whether competition currently permits

<br>

odequate profitability and whether

<br>

competitive forces will become stronger or

<br>

wecker?

<br>

h)

<br>

The competitive position of an organisation

<br>

in the industry and whether its position is

<br>

likely to grow stronger or weaker.

<br>

The potential to capitalize on the

<br>

vulnerobilities of weaker rivals.

<br>

f) Jhether the company is able to defend

<br>

ogainst or counteroct the foctors thot make

<br>

the industry unattroctive?

<br>

The degrees of risk and uncertainty in the

<br>

industry's future.

<br>

The severity of problems confronting the

<br>

industry as o whole.

<br>

2.
EXPERIENCE CURVE

<br>

) The concept is akin to o leorming
cunve which explains the efficiency

<br>

Increasegained byworkers through repetitiveproductive wnl

<br>

2) It is based on the commonly
observed phenomenon that units' costs

<br>

decline as a finm accumulates
experiencein terms of a cumulative volume

<br>

of production.

<br>

3) It is based on the concept. "we learn as we grow.

<br>

4) Experience curve results froma variety of factors such as learning effects,

<br>

economies of scale, product redesign and tecnnoiogical improvements in

<br>

production.

<br>

S) It has following features:

<br>

As business organisation grow, they gain experience.

<br>

b) Experience may provide an advantage over the competition.

<br>

Experience is a key barrier to entry.

<br>

c) Large and successful organisation possess stronger "experience

<br>

effect"

<br>

22. WHAT IS VALVE CREATION ?

<br>

) It means providing products and services to the customers with more worth

<br>

than what they are paying as a price.

<br>

2) Value is measured by a product's features, quality, availabilit,

<br>

durability, performance and by its services for which customers are

<br>

willing to pay.

<br>

3) It is an activit or performance by the firm to create value that

<br>

increases the worth of goods, services, business processes or even the whole

<br>

business system.

<br>

4) Competitive advantage leads to superior profitability. At the most basic

<br>

level, howprofitable a company becomes depends on three factors:

<br>

a) The value customers place on the company's products;

<br>

b) The price thata company charges for its products; and

<br>

) The costs of creating those products.

<br>

) A market iso ploce for interested parties, buyers ond sellers, where items ond

<br>

services can be exchanged for a price.

<br>

2) The market might be physical, such as a deportmentol store where people engage in

<br>

person.

<br>

23. MARKET AND CUSTOMER

<br>

3) They may also be virtual, such os an online market where buyers ond sellers do not

<br>

meet in person but tools of technology to strikea deal.

<br>

4) While the mnarket is a place, business strategist work on marketing to improve the

<br>

chonces of success. The term "marketing" encompasses a wide range of operations,

<br>

including research, designing, pricing, promotion, transportation, and

<br>

distribution.

<br>

6)

<br>

S) often market activities are categorised and explained in terms of four 'Ps' of

<br>

marketing

<br>

a) Product,

<br>

) Pricing, and

<br>

b

<br>

d)

<br>

Place,

<br>

Promotion.

<br>

These four kinds of marketing activities help marketers identify customer needs so

<br>

they may meet their demands and deliver satisfaction.

<br>

24. CUSTOMER

<br>

) A customer is a person or business that buys products or services from another

<br>

organisation. Customers are important because they provide revenue and

<br>

organisations cannot exist without them.

<br>

2) All businesses vie for customers, either by aggressively marketing their products or by

<br>

lowerinq their pricing to boost their customer bases. The tems customer and

<br>

consumer are practically synonymous and are frequently used interchangeably.

<br>

There is, however, a thin distinction.

<br>

3) Individuals or businesses that consume or utilise products and services are

<br>

referred to as consumers.

<br>

4) They are the purchasers of products and services in the economy, and they might

<br>

exist as consumers or only as customners.

<br>



) It meons identifying target clients, determines their wants, and then defines how your

<br>

product or services con meet those needs or warrants. Thus, it involves the examination and

<br>

evaluotion of consumer needs, desires, and wants.

<br>

2) It includes -

<br>

)

<br>

25. CUSTOMER ANALYSIS

<br>

b) The study of consumerdata,

<br>

) The evaluation of market positioning strategies,

<br>

d) Development of customer profiles, &

<br>

e) The selection of the best market segmentation techniques.

<br>

) The odministration ofcustomer suveys,

<br>

26. CUSTOMER BEHAVIOUR

<br>

2) Understanding the behaviours of customers enables businesses to establish effective

<br>

marketing and advertising campaigns, provide products and services that meet their needs,

<br>

and retain customers for repeat sales.

<br>

Customer behoviour moves beyond the identihcation of customers to explain how theu

<br>

purchase products. It exomines elements like shopping frequency, product preferences.

<br>

ond the perception of your marketing, sales, and service offerings.

<br>

3) Consumer behaviour may be iniuenced by a number of things. These elements can be

<br>

cotegorised into the following three conceptual domains:

<br>

b)

<br>

External inflvences, like odvertisement, peer recommendations or social norms, have a direct

<br>

impoct on thepsychological and internal processes that inluence various consumer decisions.

<br>

Internal lnfluences:

<br>

)

<br>

External Infuences:

<br>

Intermal processes are psychological factors internal to customer and affect consumer decision

<br>

moking. Consumer behoviour is intuenced by a combination of internal and external influences,

<br>

including motivotion and ottitudes.

<br>

A rotional consumer, os decision maker would seek information about potential decisions ond

<br>

corefully integrate this with the existing knowledge about the product. After weighing the

<br>

odvontoges anddisodvantagesof each option, they would make a decision.

<br>

Decision Making:

<br>

The stages of decision making process can be described as:

<br>

a) Problem recognition, i.e., identifyan existing need or desire that is unfulilled

<br>

Seorch for desirable alternotive and list them

<br>

Seeking information on available alternatives and weighing theirpros and cons.

<br>

Make a final choice.

<br>

Post-decision Processes:

<br>

After making a decision and purchasing a product, the final phase in the decision-making process is

<br>

evaluating the outcome. The consumer's reaction moy varydepending upon the satisfaction.

<br>

a)

<br>

b)

<br>

a)

<br>

b)

<br>

ldentify the competitors i.e. who are the competitors, what is their market share

<br>

and how big are they ?

<br>

)

<br>

27. CoMPETITIVE LANDSCAPE

<br>

d)

<br>

It it a business analysis where we try to identify and understond the

<br>

competitors ofour industry.

<br>

Understand the competitors i.e. what products and services they offer the

<br>

market, whot geographical markets they are targeting, which technology they

<br>

are using etc.?

<br>

An in-depth investigation and analysis of a firm's competition allows it to

<br>

Osseee the competitor's strengths and weaknesses in the marketplace ond

<br>

helpe it to choose and implement effective strategies that will improve ite

<br>

Competitive advantage.

<br>

Determine the strengths of the competitors:

<br>

What are the strength of the competitors? What do they do well ? Do they offer

<br>

great products ? Do they utilize marketing in a way that comparatively reaches out

<br>

to more consumers? Why do customers give them their business?

<br>

This answers the questions:

<br>

28. STEPS TO UNDERSTAND THE

<br>

cOMPETITIVE LANDSCAPE

<br>

ldentify the competitor:

<br>

a)

<br>

Understand the competitors:

<br>

b)

<br>

What are their financial positions ?

<br>

What gives them cost and price advantage ?

<br>

What are they likely to do next?

<br>

e) What are their human resource strengths?

<br>

How strong is their distribution network?

<br>

Determine the weaknesses of the competitors:

<br>

Determine the weakness of the competitor's ie. Finding out customer reviews or

<br>

reports which indicates the problems, bottlenecks or where are they lacking ?

<br>

Put all this information together and determine the next strategic moves which are

<br>

right for your business.

<br>

Put all of the information together:

<br>

This answers the questions:

<br>

What will the business do with this information?

<br>

What improvements does the firm need to make?

<br>

c) How can the firm exploit the weaknesses of competitors ?

<br>

29. KEY FACTORS FOR

<br>

cOMPETITIVE SUCCESS

<br>

1) An industry's Key Success Factors

<br>

(KSFS) are those things that most

<br>

offect industry members' ability to

<br>

prosper in the marketplace - the

<br>

porticular strategy elements,

<br>

product ottributes, resources,

<br>

competencies, competitive copabili

<br>

ties, and business outcomes that

<br>

spell the difference between profit

<br>

and loss and, ultimately, between

<br>

competitive successor failure.

<br>

2) The answers to three Guestions help

<br>

identify an industry's KSFs:

<br>

a) On what basis customers

<br>

choose between competing

<br>

brands ?

<br>

b) What resources and capabili

<br>

ties are needed to be

<br>

competitively successful?

<br>

c) What does t take for sellers

<br>

to achieve a sustainable

<br>

competitive advantage ?

<br>

3) Every industry may have mutiple

<br>

KSF's but very rarely an industry

<br>

will have more than3 or more

<br>

KSFs.

<br>

4) KSF's will vary from industry to

<br>

industry and even from time to

<br>

time. Therefore, it is essential

<br>

that strategist should

<br>

understand and analyse the

<br>

industry's situation more

<br>

frequently.

<br>



ning Ca

<br>

Chagter Overies

<br>

Crome

<br>

Loit Saiine Cr

<br>

20

<br>

Fcaa

<br>



i) Intermalenvironnment refers to the sum total of People

<br>

I. INTERNAL ENVIRONMENT

<br>

) Individuals and groups,

<br>

b) Stokeholders,

<br>

) Processes- input-throughput-output,

<br>

d) Physical infrastructure- space, eçuipment and physical

<br>

conditions of work,

<br>

e) Admìnistrative apparatus- lines of authority & power,

<br>

responsibility,

<br>

f) Accountability and orgonizational culture intangible

<br>

aspects of working- relationships,

<br>

9) Philosophy,

<br>

h) Values,

<br>

i) Ethics - that shape an organization's identity.

<br>

2) Intemal environment also involves

<br>

d

<br>

b) Principles,

<br>

e)

<br>

Understanding of the ethics,

<br>

Work emvironment,

<br>

Employee friendliness,

<br>

Confidence of investors and

<br>

Other philosophical and cutural aspects of business,

<br>

which aim for the success of the organisation.

<br>

2. UNDERSTANDING KEY STAKEHOLDERS

<br>

D A fim moy be viewed as a coalition of stakeholders - all those

<br>

individuals ond entities that have a stake in its success and can

<br>

impoct t os well.

<br>

2) The stakeholders con be defined as any personlgroup of

<br>

individuals, internal or external, that has an interest in, or

<br>

impact on the business or corporate strategy of the organisation.

<br>

3) They have the power to influence the strategy or performance of

<br>

thot organisation.

<br>

4) Generally, stakeholders include management, employees,

<br>

shareholders, customers and vendors.

<br>

S) Each stakeholder exerts a different level of influence and can have

<br>

differing levels of interest in the organisation.

<br>

4)

<br>

s also known as tlhe conkeholder Analysis matrix and the Power-lnterest

<br>

matrix,

<br>

tsa simple framework to help manage key stakeholders.

<br>

3) Managing stakeholdere ic Critical to the success of a project.

<br>

1his Is where a stakebalderanalysis matrix i.e. Mendelow's Matrix con help.

<br>

Mendelow su9gests that one should analyse stakeholder groups based on

<br>

rower (the abilit to influence organisation strategy or resources) and

<br>

Interest (how interested they are in the organisation succeeding).

<br>

High

<br>

It is based on Power and lnterest. It suggests to identify which stakeholders are

<br>

incredibly important.

<br>

Power

/lnfluence

<br>

Low

<br>

DEVELOPING A GRID OF STAKEHOLDERS

<br>

KEEP SATISFIED

<br>

3, MENDELOW'S MATRIX

<br>

Consult often

<br>

Increase their interest

<br>

Can be hindrance to new

<br>

ideas or strategic choices

<br>

LOW PRIORITY

<br>

Monitor only.

<br>

no engagement

<br>

General occasional

<br>

communication

<br>

Note

<br>

KEY PLAYER

<br>

Manage Closely

<br>

Involve in decision making

<br>

Engage regularly and build

<br>

strong relationship

<br>

KEEP INFORMED

<br>

Utilise the high interest by

<br>

engaging in decisions

<br>

Interest in the Organisation

<br>

Consult in their areas of

<br>

expertise and interest

<br>

High

<br>

Always remember that environment is highly dynamic and certain things might

<br>

happen that con cause stakeholders to suddenly move between quadrants.

<br>

In the above figure, we see categorisation of stakeholders into four groups by

<br>

Mendelow's;

<br>

KEEP SATISFIED Stokeholders: High power, less

<br>

interested people - Organisotion should put in enough

<br>

work with these people to keep them satisfed with their

<br>

intended information on a regular basis.

<br>

Forexample, bonks, government, customers, etc.

<br>

b) KEY PLAYERS Stokeholders: High power, highly

<br>

interested people - Organisation's aim should be to

<br>

fully engage this group of stakeholders, making the

<br>

greatest efforts to satisfy them, take their advice, build

<br>

actions and keep them informed with all information on

<br>

a regular basis.

<br>

For example, Shareholders, CEO, Board of Directors, etc.

<br>

LOW PRIORITY Stakeholders: Low power, less

<br>

interested people Organisation should only monitor

<br>

them with no actions to satisfy their expectations.

<br>

Strategically, minimal efforts should be spent on this

<br>

group of stakeholders while keeping an eye to check if

<br>

their levels of interest or power change.

<br>

For example, business magazines, media houses, etc.

<br>

d) KEEP INFORMED Stakeholders: Low power, highly

<br>

interested people - Organisation should adequately

<br>

inform this group ofpeople and communicate with them

<br>

to ensure that no major issues arise. This audiences can

<br>

also help with real time feedbacks and areas of

<br>

improvement for an organisation.

<br>

For example, employees, vendors, suppliers, legal

<br>

experts, etc.

<br>



4. STRA TEGIC DRIVERS

<br>

) An important aspect of internal

<br>

analysis is assessing the current

<br>

performance of the business.

<br>

2) It involves analysis of the key

<br>

markets in which the organisation

<br>

operates, as well as its key customers,

<br>

the products and services it provides,

<br>

the channels in which the products or

<br>

services are delivered, and the

<br>

organisation's competitive advantage.

<br>

3) There can be varied ways to assess the

<br>

current performance of a business and

<br>

it is highly subjective. It can either be

<br>

proft driven, purpose driven or any

<br>

other metrics that the management

<br>

seems to fit in.

<br>

S) The key strategic drivers of an

<br>

organisation include:

<br>

a) ndustry and markets

<br>

b) Customers

<br>

) Products/services

<br>

d) Channels

<br>

S. ANALYSING INDUSTRY AND MARKETe

<br>

2) A strategic oroup consists of those rival rrms Which have cii)

<br>

a)

<br>

It is extremely important to identify one's position as
compared to the

<br>

competitors, who can be of equal size and value, or bigger in size and value

<br>

or even smaller ond ewer. A tool used for this is called - Strategic Group

<br>

b)

<br>

Mapping.

<br>

3) Companies in the same strategic group can resemble one another in any of

<br>

d)

<br>

competitive approaches and positions in the market.

<br>

the several ways!

<br>

a) Comparable product-line breadth,

<br>

b) Sell in the same pricelquality range,

<br>

c) Same distribution channels,

<br>

The procedure for constructing a strategic group map and deciding which

<br>

firms belong in which strategic group is straightforward:

<br>

d) Use essentially the same product attributes to appeal to similar tupes of

<br>

buyers.

<br>

e) Offer buyers similar services and technical assistance.

<br>

ldentify the competitive characteristics that differentiate firms in the

<br>

industry typical variables are pricelquality range (high, medium, low);

<br>

geographic coverage (local, regional, national, global); degree of vertical

<br>

integration (none, partial, ful); product-line breadth (wide, narrow); use of

<br>

distribution channels (one, some, all); and degree of service offered (no

<br>

frills, limited, full).

<br>

Plot the firms on a two-variable map using pairs of these differentiating

<br>

characteristics.

<br>

) Assign firms that fall in about the same strategy space to the same

<br>

strategic group.

<br>

Draw circles around each strategic group making the circles proportional

<br>

to the size of the group's respective share of total industry sales revenues.

<br>

6. CUSTOMERS

<br>

) Understanding the different types of customers to whom the organisotion's

<br>

products/services are sold or provided, is not only important but also the frst step in

<br>

deciding the product/service.

<br>

2) As customers are often responsible for the generation of profits obtained by an

<br>

organisation, it is important to be able to collect and display dota in order to show

<br>

customer trends and profitability.

<br>

3) Difference between Customer and Consumer - while a customer is the one buysa

<br>

product/service, the consumer is the one who finally usesleonsumes the bought

<br>

product or service.

<br>

7. PRODUCT / SERVICES

<br>

I) Products and services are closely linked and interrelated with the markets thot the

<br>

organisation wants to serve.

<br>

2) It attempts to answer the general Guestion: What business are we in and what

<br>

should be done to win over competition in each product/service we serve.

<br>

3) Product stands for the combination of"qoods -and-services" that the company offers

<br>

to the target market.

<br>

4) There are products that have wide range of qualit and workmanship and these also

<br>

change over time since products and markets are infinitely dynamic.

<br>

S) Products can also be differentiated on the basis of size, shape, colour, packaging,

<br>

brand names, after-sales service and so on.

<br>

6) Organizations seek to hammer into customers' minds that their products are different

<br>

from others. It does not matter whether the differentiation is real or imaginary.

<br>

7) Quite often the differentiation ispsychological rather than physical.

<br>

8) Fora new product, pricing strategies for entering a market need to be designed and for

<br>

that matter at least three objec tives must be kept in mind:

<br>

a) Have customer-centric approach while making a product.

<br>

b) Produce sufficient returns through a reasonable margin over cost.

<br>

c) Increasing market share.

<br>



) Social Marketing:

<br>

It refers to the design, implementation, and control of programs

<br>

seeking to imcrease the acceptability of a social ideas, cause. or

<br>

practice among a target group to bring în a social change.

<br>

2) Augmented Marketìng:

<br>

This tupe of marketing includes additional customer services and

<br>

benefits that a product can offer besides the core and actual

<br>

product that is being offered. It can be in the form of introduction

<br>

of hi-tech services like movies on demand, online computer repair

<br>

services, secretarial services, etc.

<br>

3) Direct Marketing:

<br>

Marketing through various advertising media that interact

<br>

directly with consumers, generally calling for the consumer to

<br>

make a direct response. Direct marketing includes catalogue selling,

<br>

e-mail, telecomputing, electronic marketing, shopping, and TV

<br>

shopping.

<br>

4) Relationship Marketing:

<br>

The process of creating, maintaining, and enhancing strong,

<br>

value-laden relationships with customers and other

<br>

stakeholders. For example, Airlines offer special lounges at major

<br>

airports for frequent flyers.

<br>

S) Services Marketing:

<br>

It is opplying the concepts, tools, and techniques, of marketing

<br>

to services. Services is any activity or benefit that one party can

<br>

offer to onother that is essentially intangible.

<br>

8, MARKETING STRATEGIES

<br>

6) Person Marketing:

<br>

ecn also be morbotod Person marketing consists of

<br>

activities undertaken

<br>

and behaviour towards

<br>

sports stars, film stars, etc.

<br>

7) Organization Marketing:

<br>

It consists of activities undertaken to create, maintain, or change

<br>

attitudes and behaviour of target audiences towards an

<br>

organization. Both profit ond non-profit organizations practice

<br>

organization marketing.

<br>

8) Place Marketing:

<br>

create, maintain or change attitudes

<br>

example, politicians,

<br>

Particular person. For

<br>

It involves activities undertoken to create, maintain, or change

<br>

attitudes and behaviour towords particular places say, marketing

<br>

of business sites, tourism marketing.

<br>

9) Enlightened Marketing:

<br>

It is a marketing philosophy holding that a company's marketing

<br>

should support the best long-run performance of the marketing

<br>

system that is beyond the prevailing mindset; its five principles

<br>

include

<br>

a) Customer- orientedmarketing,

<br>

b) Innovative marketing,

<br>

c) Value marketin9,

<br>

d) Sense-of-mission marketing, and

<br>

e) Societal marketing.

<br>

10) DIfferential Marketing:

<br>

It is a market-coverage strategy in which a firm decides to

<br>

target several market segments and designs separate offer for

<br>

each. For example, Hindustan Unilever Limited has Lifebuoy, Lux

<br>

and RexOna in popular segment and Dove and Pears in premium

<br>

segment.

<br>

) Synchro-marketing:

<br>

When the demand for a product is irregular due to season, some

<br>

parts of the day, or on hour basis, causing idle capacity or

<br>

overworked capacities, synchro-marketing can be used to find

<br>

ways to alter the pattern of demand through flexible pricing,

<br>

promotion, and other incentives.

<br>

12) Concentrated Marketing:

<br>

It is a market-coverage strategy in whicha firm goes after a large

<br>

share of one or few sub-markets. It can also take the form of

<br>

Niche marketing.

<br>

13) Demarketing:

<br>

It includes marketing strategies to reduce demand temporarily or

<br>

permanently. The aim is not to destroy demand, but only to reduce

<br>

or shift it. This happens when there is overfull demand.

<br>



9. CHANNELS

<br>

1) Channels are the distribution system

<br>

by which an organisotion distributes its

<br>

product or provides its service.

<br>

2) The wider ond stronger the channel

<br>

the better position a business has to

<br>

fight and win over competition.

<br>

3) There are typically three chonnels thot

<br>

should be considered:

<br>

a) The sales channel - These are the

<br>

intermediaries invoved in selling

<br>

the product through eoch channel

<br>

and ultimately to the end user. The

<br>

key question is: Who needs to sell

<br>

to whom for your product to be

<br>

sold to your end user?

<br>

b) The product chonnel

<br>

The

<br>

product channel focuses on the

<br>

series of intermediaries who

<br>

physically handle the product on

<br>

its path from its producer to the

<br>

end user.

<br>

) The service channel - The service

<br>

chonnel refers to the entities thot

<br>

provide necessary services to

<br>

support the product, os it moves

<br>

through the soles chonnel and

<br>

ofter purchase by the end user. The

<br>

service channel is an important

<br>

considerotion for products that ore

<br>

complex in terms of installation

<br>

or customer assistance.

<br>

I0. ROLE OF RESOURCE AND CAPABILITIES:

<br>

BUILDING CORE COMPETENCY

<br>

Core competencies are copabilities that serve as a source of competitive

<br>

advantage for a firm over ts rivals.

<br>

2) Competency is defined as a combination of skills and techniques rather

<br>

thon individual skill or separate technique.

<br>

3) Therefore, core competencies cannot be built on one capability or single

<br>

technological know-how, instead, it has to be the integration of many

<br>

resources.

<br>

4) The optimal way to define core competence is to consider it as sum of S-IS areas

<br>

of developed expertise.

<br>

According to Ck. Prahalad and Gary Hamel, major core competencies are

<br>

identified in three areas -

<br>

1) Competitor differentiation is one of the main three conditions.

<br>

a) If the competence is unique and it is diffhcut for competitors to imitate.

<br>

b) This can provide a company an edge compared to competitors.

<br>

) Although all companies operating in the same market would have the equal skills

<br>

and resources, if one company can perform this significantly better; the company

<br>

has obtained a core competence.

<br>

2) The second condition to be met is customer value.

<br>

) When purchasing a product or service it has to deliver a fundamental benefit for

<br>

the end customer in order to be a core competence.

<br>

b) If customer has chosen the company without this impact, then competence is

<br>

not a core competence and it will not affect the company's market position.

<br>

) The essence is that the consumer should value the differentiation offered.

<br>

3) Thelast condition refers to application of competencies to other markets.

<br>

o) Core competence must be applicable the whole organization; it cannot be

<br>

only one particular skill or specifed area of expertise.

<br>

b) ThuS, a core competence is a unigue set of skills and expertise, which will be used

<br>

through out the organisation to open up potential markets to be exploited.

<br>

Four specific criterio of sustoinable competitive advantage that firms

<br>

con use to deternine those copabilities that are core competencies.

<br>

b)

<br>

), CRITERIA FOR BUILDING A

<br>

CORE COMPETENCIES (CC)?

<br>

a)

<br>

Valuable

<br>

a)

<br>

Valuable copobilities are the ones that allow the firm to exploit

<br>

opportunities or avert the threats in its external

<br>

environment.

<br>

a) Core competencies are very rare capabilities and very few of the

<br>

competitors possess this.

<br>

b)

<br>

A firm created value for customers bu effectively using

<br>

capabilities to exploit oppotunities.

<br>

b) Competitive advantage results only when fims develop and

<br>

exploit valuable capabilities that differ from those shared with

<br>

competitors.

<br>

Rare

<br>

Costly to imitate

<br>

b) The product could be imitated in due course of time, but it was

<br>

much more difficult to imitate the RRD cycle tinme capability.

<br>

It means such capabilities that competing fims are umable to

<br>

develop easily.

<br>

Non-substitutable

<br>

Capabilities that do not have strategic equivalents are called

<br>

non-substitutable capabilities.

<br>

This final criterion for a capability to be a source of competitive

<br>

advantage that there must be no strategically equivalent

<br>

valuable resources that are themselves either not rare or

<br>

imitable.

<br>

c) The strategic value of capabilities increases as they become

<br>

more difficutt to substitute.

<br>



The sustainability of competitive advantage and a firm's ability to earn profits from its

<br>

competitive advantage depends upon four major characteristics of resources and

<br>

capabilities:

<br>

a) The period over which a competitive advantage is sustained depends in part on

<br>

the rate at whicho finm's resources and capabilities deteriorate.

<br>

12. SUSTAINABILITY OF COMPETITIVE ADVANTAGE

<br>

b) In industries where the rate of product innovation is fast, product patents are Guite

<br>

Iikely to become obsolete.

<br>

c) Capabilities which are the result of the management expertise of the CEO are also

<br>

vulnerable to his or her retirement or departure.

<br>

Durability

<br>

d) Many consumer brand names have a highly durable appeal.

<br>

c)

<br>

b)

<br>

b)

<br>

b) The ability of rivals to attack position of competitive advantage relies on their

<br>

gaining access to the necessary resources and capabilities.

<br>

)

<br>

Transferability

<br>

Even if the resources and capabilities on which a competitive advantage is based

<br>

are durable, it is likely to be eroded by competition from rivals.

<br>

The easier it is to transfer resources and capabilities between companies, the

<br>

less sustainable will be the competitive advantage which is based on them.

<br>

Imitability

<br>

If resources and capabilities cannot be purchased by a would-be imitator, then

<br>

they must be built from scratch.

<br>

How easily and quickly can the competitors build the resources and

<br>

capabilities on which a firm's competitive advantage is based ? This is the

<br>

true test of imitability.

<br>

Appropriability

<br>

It refers to the ability of the firm's owners to appropriate the returns on its

<br>

resource base.

<br>

Even where resources and capabilities are capable of offering sustainable

<br>

advantage, there is an issue as to who receives the returns on these resources.

<br>

Rewards are directed to from where the funds were invested, rather than creating

<br>

an advantage with no actual reward to people to invested capital.

<br>

a) t js the analysis of a business's strengths, weaknesses,

<br>

opportunities and threats. The primary objective of o

<br>

SWOT analysis is to help organizations develop a full

<br>

Qwareness of all the factors (external as well as internal).

<br>

involved in making a business decision.

<br>

b)

<br>

)

<br>

13. COMBINING EXTERNAL AND

<br>

INTERNAL ANALYSIS (SWOT ANALYSIS)

<br>

* identifies the complex issues for an organisation and

<br>

puts them into a simple framework.

<br>

b

<br>

One of the major criticisms is that it does not generally

<br>

provide for evaluation of strengths, weaknesses,

<br>

opportunities and threats in the competitive context.

<br>

d) Therefore, an organsition while using this tool, SWOT

<br>

analysis, should consider relative competitors, and

<br>

external factors affecting the organisation. Although a

<br>

simple tool, it is a useful starting point for analysis.

<br>

SWOT Analysis for Internal or External Environment?

<br>

a) swoT stonds for Strengths, Weaknesses, Opportunities

<br>

and Threats.

<br>

Internal analysis is more focused on understanding the

<br>

existing structure and competencies of the business, thus

<br>

highlighting the Strengths and Weaknesses, while

<br>

External Analysis is about identifying and preparing for

<br>

uncontrollable which can either be Opportunities or

<br>

threats. Therefore, SWOT Analysis is a tool which is used

<br>

for both lnternal and External Analysis.

<br>

14. MICHAEL PORTER'S

<br>

GENERIC STRATEGIES

<br>

) Strategies allow organizations to gain

<br>

competitive advantage from three

<br>

different bases:

<br>

A) Cost leadership - It emphasizes on

<br>

producing standardized products

<br>

at a very low per-unit cost for

<br>

consumers who areprice-sensitive.

<br>

B) Differentiation - It is a strategy

<br>

aimed at producing products and

<br>

services which are unique industry

<br>

wide and directed at consumers who

<br>

are relatively price-insensitive.

<br>

) Focus - It means producing products

<br>

and services that fulfil the needs of

<br>

small groups of consumers with

<br>

specific taste.

<br>

2) Porter calls these base generic

<br>

strategies

<br>

3) Depending upon factors such as type of

<br>

industry, size of fim and nature of

<br>

competition, various strategies could yield

<br>

advantages in cost leadership

<br>

differentiation, and focus.

<br>



IS. COST LEADERSHIP STRATEGIES

<br>

It is a low cost competitive strategy that aims at broad mass market.

<br>

2) Because of its lower costs, the cost leader is able to chare a lower price for its products

<br>

than its competitors.

<br>

3) The main strategy is to under-price competitors and thereb çains market share and

<br>

soles, driving some competitors out of the market entirely.

<br>

4) Cost leodership can be effective whenfollowing conditions

<br>

are present

<br>

-

<br>

a) Market is composed of many price-sensitive buyers,

<br>

b) Few ways to achieve product differentiation,

<br>

) Buyers are not brand conscious,

<br>

d) Large number of buyers with signiicant bargaining power.

<br>

S) Risks and Disodvantages of Cost Leadership Strategy:

<br>

) Competitors may imitate the same strategy, thus driving overall industry profits down;

<br>

b) Buyer interest may shift towards other differentiating features;

<br>

c) Technological breakthroughs in the industry may mnake the strategy ineffective.

<br>

d) It may not be remaining for long as competitors may also follow cost reduction technique.

<br>

e) It can succeed only if the firm can achieve higher sales volume.

<br>

) Cost leaders tend to keep their costs low by minimizing advertising, market research, and

<br>

research and development, but this approach can prove to be expensive in the long run.

<br>

6) To achieve cost leadership, company may take following actions -

<br>

a) Prompt forecasting ofdemand of a product or senvice.

<br>

b) Optimum utilization of the resources to get cost advantages.

<br>

c) Achieving economies of scale leads to lower per unit cost ofproduct/service.

<br>

d) Standardisation ofproducts for mass production to yield lower cost per unit.

<br>

e) Ivest in cost soving technologies and try using advance technology for smart working.

<br>

f) Resistance to differentiation till it becomes essential.

<br>

7) Advantages of Cost Leadership Strategy:

<br>

a) Rivalry - Competitors are likely to avoid a price war, since the low cost firm will continue

<br>

to earn profits after competitors compete away their profits.

<br>

b) Buyers - Powerful buyerslcustomers would not be able to exploit the cost leader frm and

<br>

will continue to buy its product.

<br>

) Suppliers - Cost leaders are oble to absorb greater price increases before it must raise

<br>

price to customers.

<br>

d) Entrats - Low cost leaders create barriers to market entry through its continuous

<br>

focus on efficiency and reducing costs.

<br>

e) Substitutes - Low cost leaders are more likely to lower costs to induce customers to

<br>

stay with their product, invest to develop substitutes, purchase patents.

<br>

I6. FOCUS STRATEGIES

<br>

) t depends on an industry segment that is of suffcient

<br>

cie has good growth potential, and is not crucial to the

<br>

success of other major competitors.

<br>

2) An organization using a focus strategy may concentrate on

<br>

a particular group of customers, geographic markets, or

<br>

on porticular product-line segments in order to serve a

<br>

well-defined but narrow market better thon competitors

<br>

who serve a broader market. For example, Ferrari sports cars.

<br>

3) Use focus strategy when:

<br>

a) Consumers have distinctive preferences or

<br>

requirements and

<br>

b) Rival firms are not attempting to specialize in the

<br>

same target segment.

<br>

Achieving Focused Strategy

<br>

a) Selecting speciic niches which are not covered by cost

<br>

leaders and differentiators.

<br>

b) Creating superior skills for catering to such niche

<br>

markets.

<br>

) Generating high effciencies for serving such niche

<br>

markets.

<br>

d) Developing innovative ways in managing the value chain.

<br>

Advantages of Focused Strategy

<br>

o) Premiumprices can be charged by the organisations

<br>

b) Due to the tremendous expertise about the goods and

<br>

services that organisations following focus strategy offer,

<br>

rivals and new entrants may find it difficult to compete.

<br>

Risks and Disadvantages of Focused Strategy

<br>

a) The possibility that numerous competitors will recognize

<br>

the successful focus strategy and imitating it, or

<br>

b) Consumer preferences will drift toward the product

<br>

attributes desired by the market as a whole.

<br>

c) The firms lacking in distinctive competencies may not be

<br>

able to pursue focus strategy.

<br>

d) Due to the limited demand of product / services, costs are

<br>

high which can cause problems.

<br>

e) In long run, the niche could disappear or be taken over by

<br>

larger competitors by acquiring the same distinctive

<br>

competencies.

<br>

17. FOCUS COST LEADERSHIP

<br>

a) It requires competing based on price to target a narrow

<br>

market.

<br>

b) A firm thot follows this strategy does not necessarily

<br>

charge the lowest prices in the industry.

<br>

) lnsteod, it charges low prices relative to other frms that

<br>

compete within the target market.

<br>

d) Firms that compete based on price and target o narrow

<br>

market are following a focused cost leadership strategy.

<br>

18. FOCUS DIFFERENTIATION

<br>

a) It requires offering unique features that fulill the

<br>

demands of a narrow market.

<br>

b) As with a focused low-cost strategy, narrow markets are

<br>

defined indifferent ways indifferent settings.

<br>

c) Some firms using a focused differentiation strateq

<br>

concentrate their efforts on a particular sales channel,

<br>

such as selling over the internet only.

<br>

d) Firms that compete based on uniqueness and target a

<br>

narrow market are following a focused differentiations

<br>

strategy.

<br>

For example, Rolls-Royce sells limited number of high-end,

<br>

custom-built cars.

<br>

19. BEST-COST PROVIDER STRATEGY

<br>

) The new model of best cost provider strategy is a further

<br>

development of above three generic strategies. It is directed

<br>

towards giving customers more value for the money by

<br>

emphasizing both low cost and upscale differences.

<br>

2) The objective is to keep costs and prices lower than those

<br>

of other sellers of comparable products.

<br>

3) It can be done:

<br>

a) Through offering products at lower price than what

<br>

is being offered by rivals for products with

<br>

comparable quality and features or

<br>

b) Charging similar price as by the rivals for products

<br>

with much higher guality and better features.

<br>



This strategy is aimed at broad mass market and involves the creation of aproduct or enms.e.

<br>

is perceived by the customers as unique.

<br>

2) The uniqueness can be associated with product design, brand image, features, technology, dealer

<br>

network or customer sevice.

<br>

3) A dAferentiation strategy, fim will be able to charge a premium price for its product and b.

<br>

may respondpositively if they accept or appreciate the differentiating features.

<br>

4) t should be adopted after careful study of buyer's needs and preferencess to determin the feasibility of

<br>

incorporating one or more differentiating features into a unique product.

<br>

20. DIFFERENTIATION STRATEGIES

<br>

S) Product development is an example of a strategy that offers the advantages of differentiotiow

<br>

Basis of Differentiation

<br>

There are several basis of differentiation:

<br>

a) Product:

<br>

i) Innovative products that meet customer needs cab be an area where a company has an advantane

<br>

over competitors.

<br>

i) f pursuit of new product offering can be costly- research and development, as well as production

<br>

and marketing costs can all add to the cost ofproduction and distribution,

<br>

ii) The payof, however, can be great as customer's flock to be among the first to have the new

<br>

product.

<br>

b) Pricing:

<br>

i) It can fluctuate based on its supply and demand, and also be influence by the customer's ideal

<br>

value for the product.

<br>

i) Companies con also differentiate on the basis of product price, they may establish superiority by

<br>

charging a very high price or may offer the lowest price in comparison to their competitors.

<br>

) Organisation:

<br>

) Organisation con maximize the power of a brand or using the specific advantages that an

<br>

orgonizotion possesses can be instrumental to a company's success.

<br>

i) Location advantage, name recognition and customer loyalty can all provide additional ways for a

<br>

company differentiate itself from the competition.

<br>

Achieving Differentiation Strategy

<br>

To ochieve differentiation, following strategies could be adopted by an organization to incorporate:

<br>

) Offer utility for the customers and match the products with their tastes and preferences.

<br>

b) Elevatelmprove the performance of the product.

<br>

c) Ofer the promise of high quality product/service.

<br>

d) Rapid product innovation.

<br>

e) Constantly enhancing the organisation's image and its brand value.

<br>

Advantages of Differentiation Strategy

<br>

a) Rivalry - Brand loyalty acts as a safeguard against competitors. It means that customers will be

<br>

less sensitive to price increases, as long as the firm can satisfy the needs of its customers.

<br>

b) Buyers - They do not negotiate for price as they get special features and also they hove fewer

<br>

options in the market.

<br>

c) Suppliers - Because differentiators charge a premium price, they can afford to absorb higher costs of

<br>

supplies and customers are willing to pay extra too.

<br>

d) Entrants - Innovative features are an expensive offer. So, new entrats generally avoid these

<br>

features because it is tough for them to provide the same product with special features at a comparable

<br>

price.

<br>

e) Substitutes - Substitute products ca't replace differentiated products which have high brand

<br>

value and enjoy customer loylty.

<br>

Risks and Disadvantages of Differentiation Strategy

<br>

a) Uniue product may not be valued highly enough by customers to justify the higher price, thereby

<br>

causing cost leadership strategy to defeat dferentiation strategy.

<br>

b) Competitors may develop ways to copy the differentiating features quickly.

<br>

c) Uniqueness is difficult to sustain.

<br>

d) Charging too high a price for differentiated features may cause the customer to switch-off to

<br>

another alternative.

<br>

e) Differentiation fails to work if its basis is something that is not valued by the customers.

<br>
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I. CORPORATE

<br>

STRATEGIES

<br>

The corporate strotegies a firm

<br>

con adopt moy be classified into

<br>

four broadcotegories:

<br>

I. Stability strategy

<br>

2. Expansion strategy

<br>

3. Retrenchment strategy

<br>

4. Combinotion strotegy not

<br>

included in the chapter)

<br>

) One of the important goals of a business enterprise is stobiltu ie. -

<br>

a) To safeguard its existing interests and strengths,

<br>

b) To pursue well established and tested objectives,

<br>

) To continue in the chosen business path,

<br>

2) It is often characterised by significont:

<br>

d) To maintain operationalefficiency on a sustained basis,

<br>

e) To consolidate the commanding position already reached, and

<br>

and so on.

<br>

f) To optimise returns on the resources committed in the business.

<br>

2) A stability strategy is pursued by a firm when:

<br>

a) To serve in the same or similar markets and deals in same products and services.

<br>

b) Tupical for those firms whose product have reached the maturity stage of prouut

<br>

life cycle (PLC) or those who have a sufficient market shore but need to retain

<br>

that.

<br>

3. Expansionl Growth Strategy

<br>

) It is implemented by redefining the business by

<br>

enlarging the scope of business ond substantially

<br>

increasing investment in the business.

<br>

) They have to remain updated and have to pace with the dunamic and volatile

<br>

business world to preserve their market share.

<br>

d) Hence, it should not be confused with 'do nothing' strategy.

<br>

o) Reformulation of goals and directions,

<br>

b) Major initiotives and moves involving

<br>

investments,

<br>

c) Exploration and onslaught into new products,

<br>

d) New technology and new markets,

<br>

e) Innovative decisions and action programmes

<br>

3) This strategy may take the enterprise along

<br>

relatively unknown and risky paths, full of

<br>

promises and pitfalls.

<br>

Characteristies of Growth Expansion Strategy

<br>

b) It is the opposite of stability strategy.

<br>

It involves a redefinition of the business.

<br>

d) It holds within its fold two major strategy routes:

<br>

() Intensification

<br>

a)

<br>

It is a highly versatile strategy; it offers several

<br>

permutations and combinations for growth.

<br>

(ii) Diversification.

<br>

d)

<br>

Reasons for Growth /Expansion Strategy

<br>

When environment demands increase in pace of

<br>

activity i.e expand.

<br>

b) Strategists may feel more satisfied with the

<br>

prospects of growth from expansion rather than

<br>

just stabilized operation;

<br>

c) Expansion may lead to greater control over the

<br>

market vis-a-vis competitors.

<br>

2. STABILITY STRA TEGy

<br>

It also includes intensifying, diversifying, acquiring

<br>

and merging businesses.

<br>

) Stays with the some business, some product-market posture and functions, maintaining same

<br>

level of effort as ot present.

<br>

b) Does not involve a redefintion of the business of the corporotion.

<br>

c) Safe strategy that maintains status quo.

<br>

CHARACTERISTICS OF STABILITY STRATEGY

<br>

d) Does not warrant much of fresh investments.

<br>

e) The risk involved in this strategy is less.

<br>

f) The organization can concentrate on its resources and existing businesses/products and

<br>

markets, thus leading to building of core competencies.

<br>

g) Modest growth objective choose this strategy.

<br>

o) Product has reached maturity stage in PLC.

<br>

b) Management is comfortable with the status quo as it involves less changes and less risks.

<br>

c) Environment in which an organisation is operating is relatively stable.

<br>

4. Types of Growth /

<br>

Expansion Strategy

<br>

d) Where it is not advisable to expand as it may be perceived as threatening.

<br>

e) After rapid expansion, a firm might want to stabilize and consolidate itself.

<br>

MAJOR REASONS FOR STABILITY STRATEGY

<br>

The growth strategies can be

<br>

classified into two main types:

<br>

) Internalgrowth strategies

<br>

b) Externalgrowth strategies

<br>

S. lnternal growth

<br>

strategies

<br>

lnternal growth strategies can be further

<br>

divided into:

<br>

a) Expansion through Intensification

<br>

b) Expansion through Diversification

<br>

6. Expansion through lntensification

<br>

It means the organisation tries to grow intermally by

<br>

intensifying its operations either by market penetration or

<br>

market development or by product development.

<br>

a) Market Penetration: The firm directs its resources to

<br>

the profitable growth of its existing product in the

<br>

existing market.

<br>

b) Market Development:It consists of marketing present

<br>

products, to customers in related market areas bu

<br>

adding different channels of distribution or by changing

<br>

the content ofadvertising or the promotional media.

<br>

) Product Development: It involve Substantial

<br>

modification of existing products or creation of new

<br>

but related items that can be marketed to current

<br>

customers through establish channels.

<br>



7. Expansion / Growth

<br>

through Diversification

<br>

a) When a fim tries to grow and expand by diversifying into

<br>

various products or fields, it is called growth by

<br>

diversification.

<br>

b) It is defined as entry into new products or product lines,

<br>

new services or new markets, imvolving substantially

<br>

different skills, technology and knowledge.

<br>

) t is a means of utilising thei existing excessive facilities

<br>

and capabilities.

<br>

d) t lies in its synergistic advantage.

<br>

)

<br>

e) Based on the nature and extent of their relationship to

<br>

existing businesses, diversification endeavours have been

<br>

classified into following broad categories:

<br>

Comcentric diversification

<br>

i) Conglomerate diversification

<br>

i) Expansion through lnnovation

<br>

3. Related Vs. Unrelated Diversification

<br>

Related Diversification

<br>

a) Exchange or share

<br>

assets or competencies

<br>

by exploiting.

<br>

b) Brand name

<br>

c) Marketing skills

<br>

d) Sales and distribution

<br>

copacity

<br>

e) Manufocturing skills

<br>

f) R&D and new product

<br>

capability

<br>

g Economies of scale

<br>

Unrelated Diversification

<br>

a) Investment in new

<br>

product port folios.

<br>

b) Employment of new

<br>

technologies.

<br>

) Focus on multiple

<br>

products.

<br>

d) Reduce risk by operating

<br>

in multiple product

<br>

markets,

<br>

e) Defend against takeover

<br>

bids.

<br>

f) Provide executive

<br>

interest.

<br>

D

<br>

2)

<br>

9. Concentric Diversification:

<br>

It takes place when the products are related,

<br>

The new business is linked to the existing businesses through process,

<br>

technelogy or marketing.

<br>

3) The new product is a spin-off rom the existing facilities and products /

<br>

processes.

<br>

9 It is generally understood in TNO DIRECTIONS.

<br>

a) Vertically integrated diversificot ion

<br>

) Fims opt to engage in businesses that are related to the existing

<br>

business of the firm.

<br>

i) The fim remains vertically within the same process sequence either

<br>

moving forward or backward in the product process chain and enters

<br>

specific product I process steps with the intention of making them into

<br>

new businesses for the fim.

<br>

i) The characteristic feature of vertically integrated diversification is

<br>

that here, the firm does not jump outside the vertically linked

<br>

product-process chain.

<br>

iN) A fim can either opt for

<br>

a) Backward integration:

<br>

It is concened with creation of effective supply by entering

<br>

business of input providers. Strategy employed to expand profits and

<br>

gain greater control over production/supply of a product whereby a

<br>

company will purchase or build a business that will increase its own

<br>

supply capability or lessen its cost ofproduc tion,

<br>

b) Forward integratio:

<br>

This is moving forward in the value chain and entering business

<br>

lines that use existing products. Forward integration will also take

<br>

place where organizations enter into businesses of distribution

<br>

channels.

<br>

b) Horizontal lntegrated Diversification

<br>

A firm gets horizontally diversified by integrating through

<br>

acguisition of one or more similar businesses operating at the sone

<br>

stage of the production-marketing chai.

<br>

They can also integrate with the firms producing complementary

<br>

products or by- products or by taking over competitors' products.

<br>

I0. Conglomerate Diversification

<br>

a) No linkages related to product, market or technology exist;

<br>

the new businesses lproducts are disjointed from the

<br>

existing businesses / products in every way; it is a totally

<br>

umelated diversification.

<br>

b) n process/technology/function, there is no connection between

<br>

the new products and the existing ones.

<br>

) t has no common thread at all with the fin's present

<br>

positio).

<br>

). Innovation

<br>

t drives upgradation of existing product lines or processes, leading to

<br>

increased market share, revenues, profitability and most important,

<br>

customer satisfaction, It offers the following;

<br>

a) Helps to solve complex problems:

<br>

A business strives to find opportunities in existing problems of the

<br>

societ, though planned innovation in areas of expertise. This helps

<br>

to solve complex problems by developing customer centric

<br>

sustainable solutions.

<br>

b) ncreases Productivity:

<br>

Inovation leads to simplification and automation of existing

<br>

tasks. Innovation, by automating repetitive tasks, and simplifying

<br>

the long chain of processes, adds to productivity of teams and

<br>

thereby the organisation as a whole.

<br>

c) Gives Competitive Advantage:

<br>

i) Being ahead of competition is a need, and businesses spend

<br>

their strategic time building solutions to achieve this

<br>

advantage.

<br>

ii) The faster a business innovates, the farther it goes from its

<br>

competitor's reach.

<br>

iii) Inovative products need less marketing.

<br>

iv) Not only helps retain the existing customers but helps acquire

<br>

new ones with ease,

<br>



12. Extermal Growth Strategies

<br>

Jhen the organization instead of growing ìnternally thìnks of

<br>

diversifying by making alliances with external

<br>

organisations, it is called extermal growth diversification, It

<br>

con be classified in two ways.

<br>

) Expansion through ocquisition and mergers

<br>

b) Expansion through strategic alliance

<br>

13. Expansion through acquisitions

<br>

mergers

<br>

) Acquisition or merçer with on existing concen is an instant

<br>

means of ochieving the expansion.

<br>

b) It is an attroctive and tempting proposition in the sense

<br>

that it circumvents the time, risks and skills.

<br>

) Organizations consider merger and acquisition proposals in a

<br>

systematic manner, so that the marioge will be mutually

<br>

beneficial, a happy and lasting affair.

<br>

Merger

<br>

o) t is considered to be a process when two or more

<br>

companies come together to expand their business

<br>

operations.

<br>

b) The deal gets finalized on friendly terms and both the

<br>

organizotions share profts in the newly created entity.

<br>

) Two organizotions combine to increase their strength and

<br>

finoncial gains along with breaking the trade barriers.

<br>

Acquisition

<br>

a) When one organization takes over the other organization

<br>

ond controls oll its business operations, it is known as

<br>

acquisitions.

<br>

One

<br>

b) One financially strong organizotion overpowers the weaker

<br>

) t often happen during recession in economy or during

<br>

declining profit margins.

<br>

d) It is often done in an unfriendly manner, it is more or less a

<br>

forced ossociation where the powerful organizotion either

<br>

consumes the operation or o company in loss is forced to sell

<br>

itsentity.

<br>

I. Horizontal merger

<br>

a)

<br>

b)

<br>

14. TYPES OF MERGERS

<br>

Horizontal mergers are

<br>

engaged in the same industry.

<br>

It is a merger with a direct competitor.

<br>

c) The principal objective is to achieve
economies of

<br>

b

<br>

SO On.

<br>

2. Vertical merger

<br>

a)

<br>

scale in the production Process by shedding

<br>

duplication of installotions and functions, widenimg

<br>

the line of products, decrease in working capital and

<br>

fixed assets investment, getting rid of competition and

<br>

a) It is a merger of two oroamizations that are

<br>

operating in the same industru but at different

<br>

stages of production or distribution sustem. This often

<br>

leads to increased synergies with the merging fims.

<br>

cOmbinations of fims

<br>

3. Co-generic merger

<br>

If an organization takes over its supplier/producers of

<br>

row material, then it leads to backward integration.

<br>

Forward integration happens when an organization

<br>

decides to take over its buyer organizations or

<br>

distribution channels.

<br>

Two or more merqing orqanizations are associated in

<br>

some way or the other related to the production

<br>

processes, business markets, or basic required

<br>

technologies.

<br>

b) It include the extension of the product line or

<br>

acquiring components that are required in the daily

<br>

operations.

<br>

4. Conglomerate merger

<br>

a) Conglomerate mergers are the combination of

<br>

organizations that are unrelated to each other.

<br>

b) No linkages with respect to customer groups, customer

<br>

functions and technologies being used.

<br>

No important common factors between the

<br>

organizations in production, marketing, research and

<br>

development and technology.

<br>

(Student should read basie meaning of mergers and

<br>

acquisition and remember that the types of mergers and

<br>

acquisition is as same as the types of diversification,

<br>

Instead of Concentric, write Co- generic)

<br>

IS. EXPANSION THROVGH STRATEGIC ALLIANCE<br>

o) A strotegic alliance is o relationship between two or more businesses that enobles eoch

<br>

to achieve certain strategic objectives which moy not be oble to achieve on ts own.

<br>

b) It can be formed in a global market place and it allows strategic partners to maintain

<br>

their independent status so that they can also continue with their existing

<br>

business.

<br>

1) Organizational:

<br>

a) It helps to learn necessary skills and obtain certain capabilities from strategic

<br>

partners.

<br>

b) Having a strategic partner who is well-known and respected also helps add

<br>

legitimacy and creditability to a new venture.

<br>

2) Economic:

<br>

Advantages of Strategic Alliance

<br>

a) There can be reduction in costs and risks by distributing them across the members

<br>

of the alliance.

<br>

b) Greater economies of scale can be obtained in an alliance, as production volume can

<br>

increase, causing the cost per unit to decline.

<br>

3) Strategic:

<br>

a) Cooperate instead of compete.

<br>

b) Vertical integration can be created where partners are part of supply chain.

<br>

) It may also be useful to create a competitive advantage by the pooling of resources

<br>

and skills

<br>

4) Political:

<br>

a) in certain countries, strategic advantage may allow foreign player to enter into the

<br>

local economy only with the partnership witha local player.

<br>

b) Sometimes, politically-influential partners may also help improve your own influence

<br>

and position.

<br>

Disadvantages of Strategic Alliance

<br>

a) It require sharing of resources and profits, and also sharing knowledge and skills that

<br>

otherwise organisations may not like to share.

<br>

b) Sharing knowledge and skills can be problematic if they involve trade secrets.

<br>

c) It may also create a potential competitor when an ally becomes an opponent in future

<br>

when it decides to separate out.

<br>



I6. RETRENCHMENT

<br>

STRATEGY

<br>

/STRATEGIC EXISTS

<br>

1) Strotegic Erite are followed when

<br>

an organizotion substontially

<br>

reduces the scope of te octivity.

<br>

2) These ctep: recut in different

<br>

kinds of retrenchment ctrategies.

<br>

If the orgonizotion chooses to

<br>

focus on ways Gnd mecns to

<br>

reverse theprocets of decline,

<br>

it odopts ot turnoround

<br>

stretegy

<br>

b) # it cts off the loss

<br>

moking units, drnizions, or

<br>

SBUs, curtail: ts product

<br>

line, or reduces the functions

<br>

performed, it adopte o

<br>

divestment or divestiture)

<br>

strotegy

<br>

) fnone of thee ctions Work,

<br>

then it moy choose to

<br>

Gbondon the Gctivities

<br>

totaliy, resulting in

<br>

ligidotin strotegy we deal

<br>

with esch of thee strotegies

<br>

belon

<br>

i)

<br>

Turnoround strotegy

<br>

Dhvestnent strotegy

<br>

i) Liquidotion trotegy

<br>

Gnot included in ICAI

<br>

Module)

<br>

17. TURNAROUND

<br>

STRATEGY

<br>

1) Petenchment moy be done ether

<br>

internally or erternally.

<br>

2) For internal etrenchment to tale

<br>

ploce, emphosis is loid on improving

<br>

internal efficlency, bnown os

<br>

turnoround strotegy.

<br>

3) Following indieotorsl conditions

<br>

moy point out thot orgonizotion

<br>

need:o turnoround strotegy to

<br>

urne.

<br>

6) Persistent negative cosh

<br>

b) Declining noret shore

<br>

Deterlorotion in physical

<br>

foclities

<br>

d) Gver-stoffing, high turnover

<br>

of employees, and low morale

<br>

Uncompetitive products or

<br>

cervice:

<br>

Mismonagemet

<br>

4) The importont elenents of o

<br>

Turnoround Strotegy ore:

<br>

6) Changes n the top

<br>

management

<br>

b) Initial crediblity -building

<br>

Gctions

<br>

) Weutrallsing erte rnal

<br>

pressures

<br>

) ldentifying qulck poyoff

<br>

Gctivities

<br>

e) Qulck cost reductions

<br>

Revenue generation

<br>

9) Asset liqulda tion for

<br>

generoting cash

<br>

F) Better internal coordination.

<br>

12, ACTiON PLAN FOR TURNAROUND

<br>

A worhoble oction plon for turnoround would imvohethe following stoges:

<br>

Stoçe One - hsses sment of curent problems

<br>

) dertifu ond ossess the curnent problems Gnd get to the root couzes

<br>

of
componys foilure.

<br>

b) The esoures should be focused toord thoe oreos tscentil to

<br>

efficiently work on correcting ond repalring any immediote isues

<br>

Stoçe Two - Anolyze the situotion ond developo strotegle plam

<br>

) 1dentify appropniote strategies ond develop o preliminory oction plan.

<br>

b) Anslyze the strengths and weohnesses ond develop a strotegic plon

<br>

with specfic goals.

<br>

) once major problem: and opportunities ore identified, develop o

<br>

strotegic plan with specific goals ond detsiled functional actions.

<br>

Stoge Three - lmplementing on emergency oction ploni

<br>

) If the orgonzotion is in o critical stoçe, on oppropriate action plon

<br>

must be developed to stop the bleeding and enoble the organization

<br>

to survive.

<br>

b) A positive operoting cosh flow must be estoblished os Guickly os

<br>

possible and enough funds to implement the turnoround strotegies

<br>

must be rolsed.

<br>

Stoge Four- Restruc turing the business:

<br>

a) The financiol state of the orgonizotion's core business is porticulorly

<br>

importont.

<br>

b) If the core business is irreparably domoged, then the outlook for

<br>

the entire organlz2ation moy be bleok.

<br>

) The orgonizotion should chonge their "product mir and people

<br>

miz'.

<br>

d) By chonging product min, compony should focus on their core product

<br>

to remoin competitive.

<br>

e) The orgonization moy even withdraw from certain markets to make

<br>

organization leaner or target itsproducts toward a different niche

<br>

Stoge Five - Returning to normal:

<br>

In the final stage of turnaround strategy process, the organization should

<br>

begin to show signs ofprofitability, return on investments and enhancing

<br>

econonic value-odded

<br>

It invtes the sole or lguidotion of o portion of business, or e

<br>

mojor diision, profit ete or SBU.

<br>

19. DIVESTMENT STRATEGY

<br>

o) Aeyired bwsines proves to be o mismotch ond connot be

<br>

intezroted

<br>

Adnetmet stroty moy be dgted due to wprious

<br>

b) Persistent negutne cosh Flows creste finoncial problems

<br>

for bueiness.

<br>

) everity of eompetition ond the incbility of o firm to

<br>

cope.

<br>

d) Teehnological upgrodation is reyired but the firm doesr't

<br>

hove mney to iet in it.

<br>

b)

<br>

e) Abetter oternotive moy be ovolctle for imvestmert.

<br>

Major Res sons for Zetrenchmenturnarsund Strotegy

<br>

The manogemet no longer wishes ts remain in business

<br>

either portiy or wholly due to continus losses and

<br>

unviability.

<br>

f)

<br>

The monogement feels thot business could be mode

<br>

vioble by divesting some af the octivities or liguidation of

<br>

unprofitable octivities.

<br>

) A business that had been ocquired proves to be o

<br>

mismatch and cannot be integrated within the compang.

<br>

d) Persistent negotive cash flows from a particular buziness

<br>

create financial problems for the wnole compang, creoting

<br>

the need for divestment of that buziness.

<br>

e) Severity of competition and the inability of o fim to

<br>

cope with it may cause it to divest.

<br>

Technological upgradotion is required if the business is to

<br>

survive but where it is not possible for the fim to invest in

<br>

it, a preferable option would be to divest.

<br>

) A better aternative may be available for investmewt,

<br>

causing a firm to divest o part of its unprofitable

<br>

businesses.

<br>



20, ANSOFFS PRODUCT MARKET GROWTH MATRIX

<br>

) It is a useful tool that helps businesses

<br>

decide their product ond market growth

<br>

strategy.

<br>

2) The producthmarket growth matrix is a

<br>

portfolio-planning tool for identifying

<br>

company growth opportunities.

<br>

Market Penetration:

<br>

a) It o growth strategy where the

<br>

business focuses on selling existing

<br>

products into existing markets.

<br>

b) It is ochieved by making more sales to

<br>

present customers without changing

<br>

products in any major way.

<br>

c) t might require greater spending on

<br>

advertising or personal selling.

<br>

d) It is also done by effort on increasing

<br>

usage by existing customers.

<br>

Market Development:

<br>

a) It refers to o growth strategy where the

<br>

business wants to sell its existing

<br>

products into new markets.

<br>

b) This strategy will require identifying and

<br>

developing new morkets for current

<br>

company products.

<br>

) This strategy may be achieved through

<br>

new geographical markets, new

<br>

product dimensions or packaging, new

<br>

distribution channels or different

<br>

pricing policies to attract different

<br>

customers or create new market

<br>

segments.

<br>

Existing

<br>

Markete

<br>

New

<br>

Markets

<br>

Existing Products New Products

<br>

Market

<br>

Penetration

<br>

Market

<br>

Development

<br>

Product

<br>

Development

<br>

Diversification

<br>

Figure: Ansoffs Product Market Growth Matrix

<br>

markets.

<br>

Product Development:

<br>

o) A growth strategy where business aims

<br>

to introduce new products into existing

<br>

b) It is a strategy for company growth by

<br>

offering modified or new products to

<br>

current markets,

<br>

This strategy may require the

<br>

development of new competencies and

<br>

requires the business to develop

<br>

modified products which can appeal to

<br>

existing markets.

<br>

Diversification:

<br>

a) A growth strategy where a business

<br>

markets new products in new markets,

<br>

b) Business may acquire other businesses

<br>

outside your existing products and

<br>

markets.

<br>

) This strategy is risky because it does not

<br>

rely on ether the company's successful

<br>

product or its position in established

<br>

markets. Typically, the business is

<br>

moving into markets in which it has little

<br>

or no experience.

<br>

) tisa portfolio analysis method that is based on PLC.

<br>

2) The approach
orms a two-dimensional matrix based on stage of industry maturity and the firm's competitive position,

<br>

3)

<br>

ironmental assessment and business strength assessment.

<br>

Competitive position is a measure of business strengths that helps in categorization of products or SBU's into one of five

<br>

competitive positions:

<br>

b) Stron9,

<br>

a)
Dominant,

<br>

Dominant

<br>

Strong

<br>

Weak

<br>

Tenable

<br>

bive nosition of a firm is based on an assessment of the followino criterio:

<br>

21. ADL MATRIX (Arthur D Little)
<br>

Dominant

<br>

Strong

<br>

Faerable Generally comes about when the industry is fragmented and no one competitor stand out clearly,

<br>

results in the market leaders a reasonable degree of freedom.

<br>

Favorable

<br>

Tenable

<br>

Weak

<br>

Competitive position

<br>

c) Favourable,

<br>

d) Tenable and

<br>

This is a comparatively rare position and is attributable either to a monopoly or a stong and protected

<br>

technological leadership.

<br>

The firm has a considerable degree of freedom over its choice of strategies and is often able to act

<br>

without its market position being unduly threatened by its competitions.

<br>

exist.

<br>

e) Weak.

<br>

The firms are able to perform satisfactorily and can justify staying in the industry, they are

<br>

generally vulnerable in the face of increased competition from stronger and more proactive companies in

<br>

the market.

<br>

The firms in this category is generally unsatisfactory although the opportunities for improvement do

<br>

It is four by five matrix

<br>

Stage of industry maturity - Arthur D. Little (ADL) Matrix

<br>

Embryonic

<br>

Growth

<br>

Mature

<br>

Ageing

<br>



) The BCG is also known as growth - share matrix.

<br>

2) The BCG growth-share matrix isthe simplest way to portray a corporation's portfolio of investments.

<br>

3) Growth share matrix also known for its cow and dog metaphors is popularly used for resource n

<br>

diversified company.

<br>

4) Using the BCG approach, the vertical axis represents market growth rate (market attractiveness) and

<br>

a) Are Products or SBU's that are growing rapidly.

<br>

the horizontalaxis represents relative market share (business strength).

<br>

S) BCG matrix requires organisations to classify their businesses or SBU in the following categories:

<br>

c) Represent best opportunities for expansion.

<br>

b) Need heavy investment to maintain their postion and finance their ropid growth potential.

<br>

b) Generate cash and have low costs.

<br>

o) Are low-growth, high market share businesses or products.

<br>

d)

<br>

f)

<br>

a)

<br>

Stars

<br>

I) Cash Cows

<br>

) Established, successful, and need less investment to maintain their market share.

<br>

22, BOSTON
CONSUL TING GROUP (BCG) (GROWTH-SHARE MATRIX)

<br>

d) In long run, when the growth rate slows down, stars become cash cows.

<br>

Sometimes called problem children or wildcats, are low market share business in high-growth markets.

<br>

b) Require a lot of cash to hold their share.

<br>

) Need heavy investments with low potential to generate cash.

<br>

) Question Marks

<br>

If left unattended are capable of becoming cash traps.

<br>

e) Since growth rate is high, increasing it should be relatively easier.

<br>

It is for business organisotions to turn them stars and then to cash cows when the growth rate reduces.

<br>

IV) Dogs

<br>

Low-growth, low-share businesses and products.

<br>

b) May generate enough cash to maintain themselves, but do not have much future. Sometimes they may

<br>

need cash to survive.

<br>

c) Dogs should be minimised by means of divestment or liquidation.

<br>

6) BCG Matrix: Post ldentification Strategies

<br>

BCG matrix recommends folowing strategies after identification of SBU':.

<br>

) Build: the obiective is to increase market share, even by forgoing short-term earnings in favour of

<br>

building a strong future with large market share.

<br>

b) Hold: objective is to preserve market share.

<br>

c) Hovest: obiective is to increase short-term cash flow regardless of long-termeffert

<br>

d) Divest: objective is to sell or liquidate the business.

<br>

7) Limitations ofBCG Motrix:

<br>

)

<br>

It can be difficult, time-consuming, and costly to implement.

<br>

b) Management may find it difficult to define SBUs and measure market share and orowth

<br>

t also focuses on classifying current businesses but provide little advice for future plamning.

<br>

d) They can lead the company to placing too much emphasis on market-share growth or growth throuch

<br>

entr into attractive new markets.

<br>

e) This can cause unwise expansion into hot, new, risky ventures or giving up on established units too

<br>

quickly.

<br>

Market

Growth

Rate

<br>

High

<br>

Low

<br>

Relative Market Share

<br>

High

<br>

Stars

<br>

Cash Cows

<br>

low

<br>

Question Marks

<br>

Dogs

<br>

Figure: BCG Growth-Share Matrix

<br>



) This model has been used by General Electric Compan (developed by GE with the assistance of the
consulting firm

<br>

Mekinsey & Compony).

<br>

2) This model is also known as Business Planning Matrix, GE Nine-Cell Matrix and GE Flerteis e.. The strategic

<br>

planning opproach in this model has been inspired from traffic control lights.

<br>

3) The lights thot are used at crossings to manage traffic are: green for go, amber or yellow for caution and red for stop.

<br>

4) This model uses two factors while taking strategic decisions:

<br>

a) Business Strength and

<br>

b) Market Attractiveness.

<br>

a) Market share.

<br>

b) Market share growth rate.

<br>

) Proft margin.

<br>

d) Distribution efficiency.

<br>

e) Brand image.

<br>

f) Ability to compete on price and quality.

<br>

q) Customer loyaty.

<br>

j)

<br>

h) Production capacity.

<br>

) Technological capability.

<br>

Business strength is measured by considering the typical drivers likes

<br>

Relative cost position.

<br>

) Management caliber, etc.

<br>

a) Size of the market.

<br>

b) Market growth rate.

<br>

) Industry profitability.

<br>

d) Competitive intensity.

<br>

f) Pricing trends.

<br>

23. GENERAL ELECTRIC MODEL C" Stop Light Strategy Model)

<br>

e) Availability of Technology.

<br>

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

<br>

) Overall risk of returns in the industry.

<br>

i) Demand variability.

<br>

jD Segmentation.

<br>

h) Opportunity for differentiation of products and services.

<br>

k) Distributionstructure (e.g. retail, direct marketing, wholesale) etc.

<br>

1)

<br>

Market

attractiveness

<br>

High

<br>

Medium

<br>

ow

<br>

Strong

<br>

Invest/

<br>

Invest

<br>

Expand Expand

<br>

Expand

<br>

Business strength

<br>

Average

<br>

Select/

<br>

Earn

<br>

Imvest/

<br>

Select!

<br>

Earn

<br>

Harvest/

<br>

Divest

<br>

Weok

<br>

Select/Earn

<br>

HarvestDivest

<br>

HarvestDivest

<br>

Ifa product falls in the green section, the business is at advantageous position. To

<br>

reap the benefits, the strategic decision can be to expand, to invest and grow.

<br>

2) If a product is in the amber or yellow zone, it needs caution and managerial

<br>

discretion is called for making the strategic choices.

<br>

3) If a product is in the red zone, it will eventually lead to losses that would make

<br>

things difficult for organisations. In such cases, the appropriate strategy should be

<br>

retrenchment, divestment or liquidation.

<br>

BCG Vs. GE Model

<br>

Firstly, market attractiveness replaces market growth as the dimension of

<br>

industry attractiveness and includes a broader range of factors other than just the

<br>

market growth rate.

<br>

Secondly, competitive strength replaces market share as the dimension by

<br>

which the competitive position ofeach SBU is assessed.

<br>
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I. STRATEGIC MANAGEMENT MODEL

<br>

AND PROCESS

<br>

) The SM process is dynamic and continuous. A change in any one

<br>

of the major components in the model can necessitate a

<br>

change in any or all of the other components.

<br>

2) Strategy formulation, implementation, and evaluation

<br>

octivities should be performed on a continual basis, not just

<br>

at the end of the yeor or semi- annually. The SM process

<br>

never really ends.

<br>

The model illustroted in the Figure below:

<br>

Environmental

<br>

Analysis

<br>

Develop Vision,

<br>

Mission and

<br>

Objectives

<br>

Generate,

<br>

Analyse &

<br>

Formulation

<br>

Select Strategies

<br>

Organisation

<br>

Appraisal

<br>

Implemet

<br>

Strategies

<br>

Implementation

<br>

Strategic

<br>

Evaluation

<br>

and Control

<br>

Evaluation

<br>

Figure : Strategic Management Model (Fred R David)

<br>

SM involves the following stagesi

<br>

png a strateoie vicion and formulation of statement of

<br>

mission, goals and objectives.

<br>

2) Environmental and oroonisotional analysis.

<br>

3) Formulation ofstrategy.

<br>

4) Implementation ofstrategy.

<br>

S) Strategic evaluation and control

<br>

2. STAGES IN STRATEGIC MANAGEMENT

<br>

Stage I: Strategic Vision, Mission and Objectives

<br>

Strategic vision delineates management's aspirations for the

<br>

organisation and highlights a particular direction, or strategic path

<br>

for it to follow in preparino for the future, and moulds its identity.

<br>

Mission and Strategic

<br>

Intet

<br>

Managers need to be clear about what they see as the role of their

<br>

organization, and this is often expressed in ternms of a statement of

<br>

mission.

<br>

Corporate goals and objectives

<br>

They flow from the mission and arowth ambition of the corporation. The

<br>

objective provides the basis for its major decisions of the firm and also

<br>

help the organisational performance to be realized at each level.

<br>

Stage 2: Environmental and Organizational Analysis

<br>

This stage is the diagnostic phase of strategic analysis. It entails two

<br>

types of analysis:

<br>

a) Environmental scanning

<br>

b) Organisational analysis

<br>

2) External environment analysis may include PESTLE factors such as

<br>

political, economic, social, technological etc. These factors will help

<br>

in determining opportunities and threats for the entity. The firm's

<br>

external environment is dynamic and uncertain.

<br>

3) Orgaisational analysis involved a review of financial resources,

<br>

technological resources, productive capacity, marketing and

<br>

distribution effectiveness, research and development, human resource

<br>

skills and so on.

<br>

4) This would reveal organisational strengths and weaknesses which

<br>

could be matched with the threats and opportunities in the

<br>

external environment.

<br>

Stage 3: Formuloting Strotegy

<br>

i) The first step is developing strategic alternatives in the light of

<br>

orgonizotion strengths and weaknesses and opportunities and threats

<br>

in the environment.

<br>

2. The second step is the deep analysis of various strategic

<br>

alternatives for the purpose of cho0sing the most appropriate

<br>

alternative.

<br>

Stage 4: mplementation of Strategy

<br>

D implementation and execution is an operations-oriented activity aimed

<br>

at shaping the performance of core business activities in a

<br>

strategy-supportive manner.

<br>

2) In most situations, strategy-execution process includes the following

<br>

principal aspects:

<br>

a) Developing budgets that steer ample resources into those

<br>

activities critical to strategic success.

<br>

b) Staffing the organization with the needed skills and expertise,

<br>

consciously building and strengthening strategy-supportive

<br>

competencies and competitive capabilities, and organizing the

<br>

work effort.

<br>

) Using the best-known practices to perform core business

<br>

activities and pushing for continuous improvement.

<br>

d) Motivating people topursue the target objectives energetically.

<br>

e) Creating a company cuture and work climate conducive to

<br>

successful strategy implementation and execution.

<br>

f) Exerting the internal leadership needed to drive

<br>

implementation forward and keep improving strategy

<br>

execution.

<br>

Stage S: Strategic Evaluation and Control

<br>

) The final stage of SM process focuses on evaluating the company's

<br>

overall strategic progress i.e whether strategy implementation is

<br>

helping the company in achieving their desired objectives or due to

<br>

new environmental developments, entity needs an adjustment or

<br>

corrective action.

<br>

2) A company's direction, objectives, and strategy have to be

<br>

revisited anytime external or internal conditions warrant.

<br>

3) It is to be expected that a company will modify its strategic vision,

<br>

direction, objectives, and strategy over time.

<br>



3. CORPORA TE PLANNING

<br>

Strategic Planning

<br>

Chorocteristic of

<br>

Corporate Planning

<br>

Strategic Planning

<br>

• Shapes the orgonisation and

<br>

its resources.

<br>

.
Assesses the impact of

<br>

environmental virables.

<br>

. Takes o holistic view of the

<br>

organisation.

<br>

Develops overall objectives

<br>

and strategies.

<br>

term

<br>

Is concermed with the long

<br>

success of the

<br>

orgonisotion.

<br>

Is o senior management

<br>

responsibility.

<br>

Strategic Planning

<br>

Characteristic of

<br>

Operational Planning

<br>

Deals with current

<br>

deployment of resources.

<br>

Develops tactics rather

<br>

than strategy.

<br>

• Projects current operations

<br>

into the future.

<br>

Makes modifications to

<br>

the business functions

<br>

but not fundamental

<br>

changes.

<br>

Is the responsibility of

<br>

functional managers.

<br>

2)

<br>

2)

<br>

4. RELATIONSHIP BETWEEN STRATEGY

<br>

)

<br>

2)

<br>

3)

<br>

FORMVLATION AND STRATEGY

<br>

IMPLEMENTATION

<br>

4)

<br>

A company will be successtul only when the strategy

<br>

formulation is sound and implementation is excellent.

<br>

Often people, blame the strate9y model for the failure of a

<br>

compan while the maln tlaw might lie in failed

<br>

implementation. Thus, organizational success is a

<br>

function of good strate99 and proper implementotion.

<br>

3) The company wil aim at moving from square A to square

<br>

B, given they realize their implementation difficulties.

<br>

Square B

<br>

Square A

<br>

Where a company has formulated a very competitive

<br>

strategy, but is showing difficulties in implementing it

<br>

successfully.

<br>

It is the ideal situation where a compony has succeeded in

<br>

designing a sound and competitive strategy and has been

<br>

successful in implementing it.

<br>

This can be due to lack of experience (e.a. for start

<br>

ups), the lack of resources, missing leadership and so

<br>

On.

<br>

Square c

<br>

It represent the companies that haven't succeeded in

<br>

coming up with a sound strategy formulation and in

<br>

addition are bad at implementing their flawed strategic

<br>

model.

<br>

Their path to success goes through business model

<br>

redesign and implementation or execution

<br>

readjustment.

<br>

Square D

<br>

It is the situation where the strategy formulation is

<br>

flawed, but the company is showing excellent

<br>

implementation skills.

<br>

When a company in square D shall redesign their

<br>

strategy before readjusting their implementation

<br>

lexecution skills,

<br>

S. STRATEGY FORMVLATION Vs STRATEGY IMPLEMENTATION

<br>

Strategy Formulation

<br>

It includes plonning and decision-

<br>

making involved in developing

<br>

orgonizotion's strotegic goals andplans.

<br>

In short, Strategy Formulation is

<br>

placing the Forces before the oction.

<br>

An Entrepreneurial Activity based on

<br>

strategic decision-moking.

<br>

Emphasizes on effectiveness.

<br>

Primarily an intellectual and rational

<br>

process

<br>

Requires a great deal of initiative,

<br>

logical skills, conceptual intuitive and

<br>

analytical skills.

<br>

Strategy Implementation

<br>

It precedes Strategy Implementation.

<br>

It ivolves all those means related

<br>

to executing the strategic plans.

<br>

Requires co-ordination among few Requires co-ordination among many

<br>

individuals at the top level.

<br>

individuals at the middle and lower

<br>

levels.

<br>

In short, Strategy Implementation is

<br>

managing forces during the action.

<br>

An Administrative Task based on

<br>

strategic and operational decisions.

<br>

Emphasizes on efficiency.

<br>

Primarily an operational process.

<br>

Requires specific motivational and

<br>

leadership traits.

<br>

It follows Strategy Formulation.

<br>

6. LINKAGES AND ISSUES IN STRATEGY IMPLEMENTATION

<br>

Forward Linkages

<br>

a) The different elements in strategy formulation starting with objective

<br>

setting through environmental and organizational appraisal, strategic

<br>

alternatives and choice to the strategic plan determine the course that an

<br>

organization adopts for itself.

<br>

b) It deals with impact of strategy formulation on strategy

<br>

implementation.

<br>

Backward Linkages

<br>

a) Strategy implementation can impact strategy formulation.

<br>

b) While dealing with strategic choice, remember that past strategic

<br>

actions also determine the choice of strategy.

<br>

) Organizations tend to adopt those strategies which can be implemented

<br>

with the help of the present structure of resources combined with some

<br>

additional efforts.

<br>



7. STRATEGIC CHANGE THROVGH

<br>

DIGITAL TRANSFORMATION

<br>

Steps to initiate strategic change

<br>

Recognize the need for change:

<br>

a) Company should find out which aspects of their

<br>

present corporate culture are strategy supportive

<br>

and which ones are not supportive.

<br>

b) Company con use SbOT analysis i.e.

<br>

environmental sconning to determine where

<br>

exoctly is the problem or where there is scope for

<br>

change.

<br>

2) Create a shared vision to manage change:

<br>

a) Objectives and vision of both individuals and

<br>

organization should coincide. There should be no

<br>

conflict between them.

<br>

b) Senior managers need to constantly and

<br>

consistently communicate the vision not only to

<br>

inform but also to overcome resistance, this will

<br>

help in creating a shared vision.

<br>

) The actions taken have to be credible, highly

<br>

visible and unmistakably indicative of

<br>

management's seriousness to new strategic

<br>

initiatives and associated changes.

<br>

3) Institurtionalise the change:

<br>

o) This is an oction stage which requires

<br>

implementation of changed strategy.

<br>

b) Creoting and sustaining a different attitude

<br>

towards change is essential to ensure that the

<br>

firm does not slip back into old ways of thinking or

<br>

doing things.

<br>

) copacity for self-renewal should be a fundamental

<br>

anchor of the new culture of the firm. Besides,

<br>

change process must be regularly monitored and

<br>

reviewed to analyse the after-effects of change.

<br>

d) Any discrepancy or deviation should be brought to

<br>

the notice of persons concerned so that the

<br>

necessary corrective actions are taken. It takes

<br>

time for the changed culture to prevail.

<br>

8. KURT LEWIN's MODEL. OF CHANGE

<br>

Unfreezing the situation

<br>

The individuals or organizations aware of the necess

<br>

for change and prepares them for such a change.

<br>

Changing to New situation

<br>

) After unfreezing process. the members 0 te

<br>

organization recognize the need for change and have

<br>

been fully prepared to accept such chonge, their

<br>

behavior patterns need to be redefined.

<br>

2) H.C. Kellman has proposed three methods tor

<br>

reassigning new patterns of behavior. These are

<br>

Compliance:

<br>

a)

<br>

Strictly enforcing the reword and punishment

<br>

strategy for good or bod behavior. Fear of

<br>

punishment, actual punishment or actual reward

<br>

seems to change behavior for the better.

<br>

b) ldentification:

<br>

Company may try to identify such leaders who

<br>

are role models for their majority employees,

<br>

therefore changing to new behavior can be

<br>

implemented smoothly, if change is pushed

<br>

through such role models.

<br>

c) Internalization:

<br>

This involves internal changing of individual's

<br>

thought processes, therefore they are given the

<br>

freedom to learn and adopt with the new behavior

<br>

as per their convenience,

<br>

Refreezing

<br>

a) It occurs when the new behavior becomes a normal

<br>

way of life.

<br>

b) The new behavior must replace the former behavior

<br>

completely for successful and permanent change to

<br>

take place.

<br>

c) In order for the new behavior to become permanent, it

<br>

must be continuously reinforced so that this new

<br>

acquired behavior does not diminish or extinguish.

<br>

) The use of digital technologles to develop fresh, improved, or entirely new company

<br>

procedures, g0ods, or services is known as "digital transformation."

<br>

9. HOW DOES DIGITAL TRANSFORMATION DORK ?

<br>

2) I's a fundamental adjustment thot con be challenging to identify and even more

<br>

challenging to implement.

<br>

3) Change management enters into the picture here. Organizations can plan, prepare

<br>

for, and carry out chonges to their operations, including digital transformations,

<br>

with the aid of the discipline of change management.

<br>

4) when mplemented correctly, change management may assist firms in overcoming

<br>

the obstacles posed by the digital transition and reaping the full rewards of thei

<br>

investmnent.

<br>

S)

<br>

6)

<br>

But how does change management appear when applied to digital transformation?

<br>

Change management in the digital transition consists of four essential

<br>

elements:

<br>

o) Defining the goals and objectives of the transformation

<br>

b) Assessing the current state of the organization and identifying gaps

<br>

) Creating a roadmap for change that outlines the steps needed to reach the

<br>

desired state

<br>

d) Implementing and managing the change at every level of the organization

<br>

7) To navigate a digital transformation successfully, each of these elements is

<br>

necessary. But what matters most is how they collaborate to support organisations

<br>

in achieving their goals.

<br>

) Digital transformation is a process of organizational change that enables an

<br>

organization to use technology to create new value for customers, employees, and

<br>

other stakeholders.

<br>

2) Chonge management is the process of planning, implementing, and monitoring

<br>

changes in an organization.

<br>

The role of change management in digital transformation

<br>

3) For a successful digital transformation, a good change management strategy is

<br>

necessary.

<br>

4) A properly implemented change management strategy can help an organization

<br>

to:

<br>

a) Specifying the goals and objectives ie specific parameters of the digital

<br>

)

<br>

b) Determining which existing procedures and tools need to be modified.

<br>

d)

<br>

transformation

<br>

In making a proper plan for implementing the improvements.

<br>

It will help in involving staff members and important 3 parties required for the

<br>

purpose of transformation.

<br>

e) To track progress and make required corrections on a timely basis.

<br>



10. CHANGE MANAGEMENT STRATEGIES

<br>

) Begin et thetop:

<br>

FOR DIGITAL TRANSFORMATION

<br>

A focused, invested, united leadership that is on the same page about the company's tuture

<br>

is reflected in change, then this will motivate the rest of the organisation to acceptce

<br>

2) Ensure that the change is both necessary and desired:

<br>

Ha corporation doesnt have a sound strateg in place, introducina too much too fast can

<br>

become a major issue down the road.

<br>

3) Reduce disruption:

<br>

It is possible to reduce workplace disruption bu makino emplouee aware about the potentia

<br>

change, creating an environment that promotes the change, empowering change agents to

<br>

help in inmplementing the change and involve IT department so that people can be supported

<br>

when there is a change in technology.

<br>

4) Encourage communicotion:

<br>

The people who will be affected the most by these changes should be reassured that they

<br>

are not in danger through effective communication.

<br>

S) Recognize that change is the norm,

<br>

not the exception:

<br>

Orgainsotion must be prepared well in advance for the change otherwise they may run into

<br>

difficulties because change is not a project but rather an ongoing process.

<br>

porties.

<br>

II. HOW TO MANAGE CHANGE DURING

<br>

DIGITAL TRANSFORMATION ?

<br>

I) Specify the digital transformation's aims and objectives : What is the intended outcome ?

<br>

What are the precise objectives that must be accomplished? IT will be easier to make sure

<br>

that everyone is on the same page andpursuing the same aims if everyone has a clear grasp of

<br>

the goals.

<br>

2) Always, always, always communicate: It might be challenging for people to accept change

<br>

and adjust to it. Ensure thot you routinely and honestly discuss the objectives of the digital

<br>

transformotion and how they will affect stokeholders, including employees, clients, and other

<br>

3) Be ready for resistance : Even when a change is for the better, it can be challenging for

<br>

people to embrace it. Have a strategy in place for dealing with any resistance that may arise.

<br>

4) Implement changes gradually : Changes should ideally be implemented gradually rather

<br>

than all at once. In order to avoid overwhelming individuals with t00 much change at once,

<br>

this willgivepeople time to become used to the new way of doing things.

<br>

S) Offer continuous assistance and training: Workers will need guidance in the new

<br>

procedures, software applications, et.

<br>

2)

<br>

These are directly controlled by the management and includes the

<br>

following

<br>

12, ORGANISATIONAL
FRAMEWORK

<br>

a) Strategy - Direction of the orgnisation i.e. blueprint of how

<br>

Core competency can be built to achieve competitive

<br>

advantage.

<br>

The Mckinsey '7S Model' helps an organization to analyzes a

<br>

company's "orgonizotional design" ie. how they con run and

<br>

manage their business more effectively.

<br>

b) Structure (orgnisation structure) - Depending upon

<br>

availabilit of resources and deoree of centralization or

<br>

decentralization, orgnisation should choose appropriate

<br>

orgnisational structure.

<br>

The Mckinsey '7s Model' focuses on how the "Soft Ss" and

<br>

"Hard Ss" elements con help an orgainsation in analyzing

<br>

and modifying theirexisting woys ofdoing businesses.

<br>

Hard elements

<br>

c) Systems - Development of daily tasks, operations and teams

<br>

b)

<br>

c)

<br>

These elements are difficult to define as they are governed by

<br>

culture. Soft elements may include the following -

<br>

)

<br>

a) Shared Values The core values which are part of

<br>

organizational culture and influence the entit's code of

<br>

ethics.

<br>

d)

<br>

to execute and achieve entitu's oals and objectives in the

<br>

most efficient and effective manner.

<br>

Soft elements

<br>

Staff- The talent poolof organization.

<br>

d) Style - It depicts the leadership style i.e. required to achieve

<br>

orgainsotion's goals.

<br>

Skills - The core competencies or skill of employees play

<br>

vital role in the orgainsation's success.

<br>

Problems/ Limitations of this model

<br>

It iqnores the importance of the external environment.

<br>

This model does not clearly explain the concept of

<br>

organizational effectivness or performance.

<br>

This model is more static and less flexible for deicion making.

<br>

It is generally criticized for missing out the reals gaps in

<br>

conceptualization and execution of strategy.

<br>

13. ORGANISATION STRUCTURE

<br>

) Changes in strategy often require

<br>

changes in the organizotional structure

<br>

becouse -

<br>

a) Structure dictates how objectives

<br>

ond policies will be established

<br>

b) Structure olso dictotes how

<br>

resources will be allocated to

<br>

ochieve strategic objectives.

<br>

2) There is no one optimal organizational

<br>

design or structure for a given strategy.

<br>

3) What is appropriate for one organi

<br>

zation may not be appropriate for a

<br>

similar fim, although successful firms in

<br>

a given industry do tend to organize

<br>

themselves in a similar way.

<br>

14. TYPES OF

<br>

ORGANISATION STRUCTURE

<br>

The most important issue is that the compang's

<br>

structure must be congruent with or fit with the

<br>

company's strategy.

<br>

a) Simple

<br>

b) Functional

<br>

c) Divisional

<br>

d) Muti Divisional

<br>

e) SBU

<br>

f) Matrìx

<br>

g) Network

<br>

h) Hourglass

<br>



IS, THE SIMPLE STRUCTURE
<br>

tsmost appropriate for companies that follow e single

<br>

business stretegy ond offer a line ofproducts in a single

<br>

geographic market

<br>

2) Owner-manoger mokes all major decisions directly and

<br>

the company 's stoff merely serves as an erecutor.

<br>

3) Communicatien is reguent and direct, and new

<br>

products tend te be introduced to the morket quickly,

<br>

which cor resutt in c competitive ocvantoge.

<br>

) Few of the coordination problems that are common in

<br>

larger orcanizstions exist

<br>

S) This moy resut in competitive odvantoges for some

<br>

Small companies relative to their larger counterparts.

<br>

6) F theg are successful, small componies grow larger. Asa

<br>

result of this growth, the compory outgrows the simple

<br>

structure

<br>

16. THE FUNCTIONAL STRUCTURE

<br>

) Awidely used structurein business organisations is

<br>

functional type becouse of its simplicity and low cost.

<br>

2) A functiorcl structure groups tasks and octivities by

<br>

business function, such as production I operations,

<br>

marketing, financeloccounting, reseorch and

<br>

development, end mancgement information

<br>

gstems.

<br>

3) I is zimple and inerpensive, and also promotes

<br>

specializstion of labour, encourages efficiency,

<br>

minimizes the need for on eloborate control systenm,

<br>

cnd allows ropid decision moking

<br>

It consits of o chief enective officer or o manoging

<br>

director Gnd limited corprote stotf with functionol

<br>

Iine mcnagers in dominont functions such os

<br>

production, ccting, marheting, RLD, engineering,

<br>

Gnd hnn 1eNES.

<br>

5) Compored to the simple structure, there are

<br>

potentiol problems. DiHferences in functionol

<br>

speciolizotion Gnd orientotion may impede

<br>

comnicetions ond coordinotion.

<br>

17. THE DIVISIONAL STRUCTURE

<br>

As a finm, orows year after year it faces
dHfficuty in

<br>

manoging different products ond services in

<br>

different markets. Some form of divisional

<br>

structure generall becomes necessoru to motvote

<br>

employees, control operations, ond compete

<br>

successfully in diverse locations.

<br>

2) The divisional structure con be organized in one

<br>

four ways:

<br>

a) By Geographic Area

<br>

b) By Product or Service

<br>

) By Customer

<br>

d) By Process

<br>

3) Advantages ofDivisional Structure:

<br>

o) The occountobilit is clear.

<br>

b) It creates career develop ment opportunities for

<br>

managers,

<br>

) Allows local control of local situations,

<br>

d)

<br>

Leads to a competitive climate within an

<br>

organization, and

<br>

e) Allows new businesses and products to be

<br>

odded easily.

<br>

f) Employee morale is higher.

<br>

4) Disodvantages / Limitations of Divisional Structure:

<br>

a) Eoch division requires functional specialists who

<br>

must be paid.

<br>

b) There exists some duplication of stoff services,

<br>

focilities, and personnel; for instance,

<br>

functional specialists are also needed centrally

<br>

(ot heodquarters) to coordinote divisionol

<br>

octivities.

<br>

) Monagers must be well qualified becouse the

<br>

divisional design forces delegaotion of outhority

<br>

better-qualified individuals requires higher

<br>

solories.

<br>

d) Certoin regions, products, or customers moy

<br>

sonetimes receive special treatment, and it moy

<br>

be difficutt to mointain consistent, company

<br>

wide practices.

<br>

18. THE MVLTI

<br>

DIVISIONAL

<br>

STRUCTURE

<br>

1)

<br>

It is composed of operating

<br>

divisions where each division

<br>

represents a separate

<br>

business to which the top

<br>

corporate officer delegates

<br>

responsibility for day-to-day

<br>

operations and business unit

<br>

strategy to division manogers.

<br>

2) The corporate office is

<br>

responsible for formulating

<br>

and implementing overall

<br>

corporate strategy and

<br>

manages divisions through

<br>

strateqic and financial

<br>

controls.

<br>

3) Multidivisional structure

<br>

calls for:

<br>

a) Creating separate

<br>

divisions, each repre

<br>

senting a distinct

<br>

business

<br>

b) Each division would

<br>

house its functional

<br>

hierarchy;

<br>

c) Division managers would

<br>

be given responsibility

<br>

for managing day-to

<br>

doy operations;

<br>

d) A dedicated corporate

<br>

office will be required

<br>

for overall control on

<br>

semi autonomous

<br>

division or completely

<br>

autonomous division.

<br>

19. THE MATRIX STRUCTURE

<br>

) Both Functional and product forms are combined

<br>

simultaneously employees have two superiors, product or

<br>

project manager and a functional manager.

<br>

2) It is the most complex of all designs becouse it depends upon

<br>

both vertical and horizontal flows of authorit.

<br>

3) In contrast, functional and divisional structures depend

<br>

primarily onverticol flows of outhority and communicotion.

<br>

4) It can result in higher overheod becouse it more management

<br>

positions.

<br>

S) Other charocteristics of a matrix structure that contribute to

<br>

overall complexity incude
-

<br>

a) Dual lines of budget outhority (o violation of the unity

<br>

command principle),

<br>

b) Dual sources of reward and punishment,

<br>

c) Shared authority,

<br>

d) Dual reporting channels, and

<br>

e) A need for an extensive and effective communication

<br>

system.

<br>

6) Some advantages ofa matrix structure are that project

<br>

objectives are clear, there are many channels of communication

<br>

workers con see the visible results of their work, and shutting

<br>

down a project is accomplished relatively easily.

<br>

For Development of matrix structure Davis and Lawrence,

<br>

have proposed three distinct phases:

<br>

) Cross-functional task forces:

<br>

a) Temporary cross-functional task forces are initially used

<br>

when a new product line is being introduced.

<br>

b) A project manager is in charge as the key horizontal link.

<br>

2) Productbrand management:

<br>

If the crOSS-functional task forces become more permanent, the

<br>

project manager becomes a product or brand monager and

<br>

second phase begins.

<br>

3) Maturematrix:

<br>

o) The third and finalphase of matrix development invoves a

<br>

true dual-authority structure. Both the Functional and

<br>

product structures are permanent.

<br>

b) Functional and product manogers have equal authority ond

<br>

must work well together to resolve disagreements over

<br>

resources and priorities.

<br>

) However, the matrix structure is not very popular becouse of

<br>

difficulties in implementation and trouble in managlng.

<br>



2)

<br>

3)

<br>

2)

<br>

20. NET)ORK STRUCTURE

<br>

3)

<br>

It is on exomple of whot could be temed o

<br>

business functions. Meny octhities ore outsourced,

<br>

"non-structure" by

<br>

It is useful when the environment of a firm is umstoble ond is expected

<br>

conditions, there is usuolly a strong need for innovation and quick response.

<br>

could provide for itself through vertical integrotion.

<br>

Insteod of hoving solaried employees, t may contract with people for a specificproject orlength of

<br>

time. Long-term cotracts with suppliers and distributors replace services thot the
company

<br>

technologicol chonge ond shifting patterns of international

<br>

* provides an organizotion with increased flexibility and adaptabillity to cope with rapid

<br>

sponsored learning experiences.

<br>

its virtual
elimination of in-house

<br>

S) Employees may lock the level of confidence necessary to participate actively in organizotion-

<br>

21. HOURGLASS STRUCTURE

<br>

It consists of three layers with constricted middle layer.

<br>

toremainso, Undersuch

<br>

trade and competitiom.

<br>

The role played by middle management is diminishing. The tasks performed by them oe

<br>

increasingly being reploced by the technological tools.

<br>

direct occess to the source of information.

<br>

The structure has a short and narrow middle management level. Information technology links the

<br>

top and bottom levels in the organization taking away man tasks that are performed by middle

<br>

level manager. A shrunken middle layer coordinates diverse lower-level activities.

<br>

4) Contrary to traditional middle level managers, the managers in the hourglass structures are

<br>

generalists and perform wide variety of tasks.

<br>

S) It will help in cost reduction and simplifying decision making since decision making authority has

<br>

6) Continuity ot the same level may bring monotony and lack of interest ond it becomes difficult to

<br>

keep the motivetion levels high. Organizotions try to overcome these problems by assigning

<br>

challenging tosks, transfering laterally and having a system ofproper rewards ofperformance.

<br>

Wide at the top

<br>

Narrow at the middle

<br>

Widest at the bottom

<br>

Figure : Hourglass Organisation Structure

<br>

2)

<br>

3)

<br>

4)

<br>

S)

<br>

22. SBU(STRATEGIC BUSINESS UNIT)

<br>

An SBU is a grouping ofrelotedbusinesses,

<br>

,whichis omenoble to composite planning treatrment. As per this concept,

<br>

The three most important Choracteristics of SBU are:

<br>

its multitude of businesses into ao few distinct business units ina scientific way.

<br>

a multi-business
enterprisegroups

<br>

a) It can be a single business or collection of related I businesses which requires separate planning and strategy.

<br>

b) Has ts own set of competitors.

<br>

ea manager who has responsibility for stroteoie plonning and profit performance, and who has control of

<br>

profit-influencing factors.

<br>

Tne sbu structure is comp0sed of operatino unts where eoch unit represents a separate business to which the top

<br>

coporate officer delegates responsibilitu for dou-to-dou operotions and businessunit strategy to its managers.

<br>

The SBU structure consists of at least three levels,

<br>

a) Corporate headquarters at the top,

<br>

b) SBU 9roups at the second level, and

<br>

c) Divisions and functional level below each SBU at the third level.

<br>

The attributes of an SBU and the benefits a firm moy derive by using the SBU Structure are as follows:

<br>

a) A scientific method of grouping the businesses of a multi-business corporation which helps the firm in strategic

<br>

planning.

<br>

c

<br>

b) An improvement over the territorial grouping of businesses and strategic planning based on territorial units.

<br>

An SBU is a grouping of related businesses that can be taken up for strategic planning distinct from the rest of

<br>

the businesses.

<br>

d) Unrelated products /businesses in any group are separated.

<br>

e) Each SBU is a separate business from the strategic planning standpoint. In the basic factors, viz, mission,

<br>

objectives, competition and strategy-one SBU will be distinct from another.

<br>

f) Each SBU will have its own distinct set of competitors and its own distinct strategy.

<br>

g Each SBU will require a dedicated CEO for the purpose of decision making and who has control of proft-influencing

<br>

factors.; he will also have control over most of the factors affecting the profit of the SBU.

<br>

Corporate

<br>

R&D

<br>

President

<br>

Corporate Strategic

<br>

Finance Planning

<br>

Corporate

<br>

Marketing)

<br>

| DivisionDivision Division

<br>

Corporate Human

<br>

Resources

<br>

Strategic

<br>

Strategic

<br>

Strategie Strategic

<br>

Business Unit ABusiness Unit B Business Unit C Business Unit D

<br>

DiNision DisionDivision

<br>



23. ORGANIZATION CULTURE

<br>

Corporate cuture refers te a compony's values, beliefs, busimess principles, traditions,

<br>

ways ofoperating, and internal werk enviìronment.

<br>

Where Does Corporate Cuture Come From?

<br>

It can eriginate anywhere:

<br>

a) From one influential individual, work group, department, or division,

<br>

b) From the bottom of the organizotional hierarchy or the top

<br>

Culture: ally or obstocle to strategy execution?

<br>

a) An organization's culture is either an important contributor or an obstacle to

<br>

successful strategy execution.

<br>

b) The beliefs, vision, objectives, and business approaches and practices underpinning a

<br>

company's strategy may or may not be compotible with its culture.

<br>

execution

<br>

) When they are compatible, the culture becomes a valuable ally in strateou

<br>

implementation and execution.

<br>

d) When the culture is in conflict with certain aspects of new strateqy, then the culture

<br>

moy become a stumbling block that impedes successful strategy implementation and

<br>

Changing a problem culture

<br>

) Changing o problem culture to align it with new strategy is one of the toughest

<br>

tasks for the managemet.

<br>

b) it is very difficult because of the heavy anchor of deeply held values and habits

<br>

people cling emotionally to the old and familiar.

<br>

) It takes concerted management action over a period of time to replace an

<br>

umheathy culture with o healthy cuture or to root out certain unwanted cultural

<br>

obstocles and instil ones that are more strategy-supportive.

<br>

d) Management needs to identify which aspects of present culture are not strategy

<br>

supportive and which one are supportive.

<br>

e) Managers have to talk openly with all the people who are concerned with corporate

<br>

culture that needs to be changed.

<br>

) The task of making culture supportive of strategy is not a short-term exercise. It may

<br>

toke a significant omount of time to design and implement a new corporate culture.

<br>

9 The bigger the organization, the greater the cutural shift will be needed to produce

<br>

a strategy supportive culture. In large orgainsations, changing the corporate culture

<br>

may toke 2 to S years.

<br>

h) It is usually tougher to reshape a deeply ingrained culture that is not strategy

<br>

supportive than it is to instill o strotegy-supportive culture from scratch in a brand

<br>

new orQanizotion.

<br>

<9. STRATEGIC LEADERSHIP

<br>

anagers hove five leodership roles to play In

<br>

pushing for good strategy execution:

<br>

Sraying on top of what is hoppening, closely

<br>

monitoring progress, discovering issues, and

<br>

learning what obstacles lay in the path of good

<br>

execution.

<br>

Promotino a culture and esprit de corps that

<br>

mobilizes and energizes organizational members

<br>

t0 execute strateQy in a competent fashion and

<br>

perform at a high level.

<br>

Ckeeping the organization responsive to

<br>

Changing conditions, alert for new opportunities,

<br>

bubbling with innovative ideas, and a head of

<br>

rivals in developing competitively valuable

<br>

competencies and capabilities.

<br>

d) Exercising ethics leadership and insisting that

<br>

the company conduct its affairs like a model

<br>

corporate citizen.

<br>

e) Pushing corrective actions to improve strategy

<br>

execution and overall strategic performance.

<br>

25. LEADERSHIP ROLE

<br>

IN IMPLEMENTA TION

<br>

A Strategic leader has several responsibilities, including

<br>

the following:

<br>

a) Making strategic decisions.

<br>

b) Formulating policies and action plans to

<br>

implement strategic decision.

<br>

c) Ensuring effective communication in the

<br>

organisation,

<br>

d) Managing human capital (perhaps the most

<br>

critical of the strategic leader's skills).

<br>

e) Managing change in the organisation.

<br>

f) Creating and sustaining strong corporate

<br>

culture.

<br>

g2 Sustaining high performance over time.

<br>

2) It may be oppropriote

<br>

2)

<br>

3)

<br>

26. TRANSFORMATIONAL LEADERSHIP STYLE

<br>

4)

<br>

It use charisma and enthusiosm to inspire people to exert them for the

<br>

good of the orgonization.

<br>

S)

<br>

6)

<br>

a) In turbulent environments,

<br>

b)

<br>

3) Transformational leaders offer

<br>

)

<br>

In industries ot the very start or end of their life-cycles,

<br>

In poorly performing organizations when there is a need to inspire

<br>

a company to embrace major changes.

<br>

4) They inspire involvement in a mission, giving followers a "dream" or

<br>

"vision" of a higher calling so as to elicit more dramatic changes in

<br>

organizational performance.

<br>

a) Excitement,

<br>

b) Vision,

<br>

c) Intellectual stimulation and

<br>

d) Personal satisfaction.

<br>

27. TRANSACTIONAL LEADERSHIP STYLE

<br>

It focus more on designing systems and controling the organizotion's

<br>

activities and are more likely to be associated with improving the current

<br>

situation.

<br>

They try to build on the existing culture and enhance current practices.

<br>

This style usess the authority of its office to exchange rewards, such as

<br>

pay and status.

<br>

They prefer a more formalized approach to motivation, setting clear goals

<br>

with explicit rewards or penalties for achievement or non-achievement.

<br>

The style is better suited in persuading people to work efficiently and

<br>

run operations smoothly.

<br>

It may be appropriate

<br>

a) In static or settled environment,

<br>

b) In growing or mature industries, and

<br>

c) In organizations that are performing well.

<br>



28. STRATEGIC CONTROL

<br>

a) According to Schendel ond Hofer "Strotegic control

<br>

focuses on the dual questions of whether:

<br>

b)

<br>

The strategy is being implemented os

<br>

planned; ond

<br>

i) The results produced by the strategy are

<br>

these intended.

<br>

There is often a time gap between the stages of

<br>

strategy formulation ond its implementotion.

<br>

Premise control

<br>

) A

<br>

Strategic surveillance

<br>

30.
STRATEGIC PERFORMANCE MEASURES

(SPM)

<br>

29. TYPES OF STRATEGIC CONTROL

<br>

company's performance depends heavily

<br>

continuously outperformtheir competitors are
those who execute

well.

<br>

Implementation control

<br>

2) It is a method that Increases line executives
understanding

of an organizotion's

<br>

strategic goals and objectives.

<br>

3) It offers a continuous system for tracking organization's progress
towards their objectives

<br>

b) The two basis forms of implementation control are:

<br>

using clear cut performance
measurements.

<br>

a) A strategy is formed on the basis of certain assumptions or premises about

<br>

organizational environment over a period of time, such assumptions may not remain

<br>

valid.

<br>

b) It iso tool for systematic and continuous monitoring of the environment to verify the

<br>

validity and occuracy of the premises on which the strategyhas been built.

<br>

4) SPM's are key indicators that organizations

<br>

strategies and make informed decisions about

<br>

a) It is unfocussed. It involves general monitoring of various sources of information to

<br>

uncover unanticipated information. It involves casual environmental browsing.

<br>

b) Reading financial and other newspapers, business magazines, meetings,

<br>

conferences, discussions at clubs or parties and so on can help in strategic surveillance.

<br>

Special alert control

<br>

a) At times unexpected events may force organizations to reconsider their strategy.

<br>

b) Sudden changes in government, natural calamities, terrorist attacks, unexpected

<br>

mergerlocquisition by competitors, industrial disosters and other such events may

<br>

trigger on immediate and intense review of strategy.

<br>

on execution
of strategy.

Componies
that

<br>

o) Managers implement strategy by converting major plans into concrete, sequential

<br>

octions that form incremental steps.

<br>

) Monitoring strategic thrusts: It help managers to determine whether the overall

<br>

strategy is progressing as desired or whether there is need for readjustments.

<br>

ii) Millestone Reviews: All key activities necessary to implement strategy are

<br>

segregated in terms of time, events or major resource allocation. It normally involves

<br>

a complete reassessment of the strateqy. It also assesses the need to continue or

<br>

refocus the direction of an organization.

<br>

use to track the effectiveness
of their

<br>

it resource
allocation.

<br>

31. TYPES OF STRATEGIC

<br>

PERFORMANCE
MEASURES

<br>

) Financial Measures:

<br>

Revenue growth, return on investment (ROI), and profit

<br>

margins, provide an understanding of the organization's

<br>

financialperformance and its ability to generate profit.

<br>

2) Customer SatisfactionMeasures:

<br>

Customer satisfaction, customer retention, and customer

<br>

loyalty, provide insight about the organiza tion's

<br>

competitiveness and its abilit to meet customer needs and

<br>

provide high-quality products and services.

<br>

3) Market Measures:

<br>

Market share, customer acquisition, and customer referrals,

<br>

provide informationabout the organization's competitiveness in

<br>

the marketplace and its abilit to attract and retain customers.

<br>

4) Employee Measures:

<br>

Employee satisfaction, turnover rate, and employee

<br>

engagement, provide insight into the organization's ability to

<br>

attract and retain talented employees and create a positive

<br>

work environment.

<br>

S) Innovation Measures:

<br>

Research and development (R&D) spending, patent

<br>

opplications, and new product launches, provide insight into the

<br>

organization's ability to innovate new products and services.

<br>

6 Environmental Measures:

<br>

Energy consumption, waste reduction, and carbon emissions,

<br>

provide insight into the organization's impact on the

<br>

environment

<br>

dho 2vlution
<br>

32. IMPORTANCE OF STRATEGIC PERFORMANCE MEASURES

<br>

SPM'sare essential for orgonizotions for several reasons:

<br>

a) Goal Alignment:

<br>

SPM's will help on organizations align their strotegles with

<br>

their respective goals and objectives.

<br>

b) ResourCe Allocotion:

<br>

It will help on organizations to make informed decisions about

<br>

resource allocation, ie. how much resources should be allocated to

<br>

specify SBU's if they want to maximize the overall returns.

<br>

) ContinuousImprovement:

<br>

It will provide the organizations with a framework that will

<br>

help in improving overall business progress on a continuous basis.

<br>

d) External Accountability:

<br>

It will help the organizations in demonstrating their

<br>

accountability towards specific stakeholders. Organisation will

<br>

be able to provide clear and transparent picture of entity's

<br>

performance.

<br>

33. CH00SING THE RIGHT STRATEGIC

<br>

PERFORMANCE MEASURES

<br>

) Organizations should choose SPM's that are aligned with their

<br>

goals and objectives and they will help in providing relevant

<br>

and actionable information.

<br>

2) While selecting the right mea sures, organizations should

<br>

consider the following factors:

<br>

a) Relevance of measure to the entity's goals and objectives.

<br>

b) Availability of data i.e. the measure should be based on

<br>

data that is readily available and can be collected and

<br>

analyzed in a timely manner.

<br>

c) Data quality ie. the measure should be based on high

<br>

quality data that is accurate and reliable.

<br>

d) Data timelinessie. the measure should be based on data

<br>

that is current and up-to-date.

<br>

3) These measures provide a way for organizations to assess

<br>

the success of their strategies, identify areas for improvement,

<br>

and make informed decisions about how to allocate resources

<br>

and adjust their strategies to achieve their desired outcomes.

<br>

4) Effective SPM's should be relevant, meaningful, and easy to

<br>

understand and should be regularly reviewed and updated to

<br>

ensure their continued alignment with the organization's goals

<br>

and objectives.

<br>


