MGT 240: Strategic Management

Credits: 3
Lecture Hours: 48

Course Objectives: The major objective of this course is to introduce the basic concepts
and application of strategy and strategic management. It also aims to enhance the
knowledge and approaches of strategic management. The course provides students
with an in-depth understanding of fundamental concept and understanding of business
strategy and strategic management.

This course contains Introduction to strategic management,
environment analysis, strategy formulation, strategy implementation, and Strategic
Evaluation and Control etc.



MGT 240: Strategic Management

Credits: 3
Lecture Hours: 48

Learning Outcomes:

Develop basic understanding of business strategy

Apply different dimensions of business strategy and strategic management
Understand the importance of environmental analysis for business strategy
Able to know the issues and approaches of strategic management i.e.

formulation, implementation and evaluation
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Learning Strategies:

The faculty member / course instructor strictly follows the following learning strategies while
teaching to the student

Quizzes/ Surprise Test: Quizzes to be taken individually without prior information. The
quizzes are to be taken using objective questions covering the related text chapter materials.
Project & Live Projects: The students should work in team for producing live project report
as a part of experiential learning. They should go to the field, collect real time data and
develop report. They also should present it in the class.

Case Analysis with presentation: The students should submit analysis of the cases provided
by the course instructor reflecting the text/ practice related problems, genesis of the

problems. It may be presented in the class room.
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Assignments: The students tend to develop and deliver a presentation on contemporary

issues that are worthy enough. Home assignment in preparation of term paper can be
provided.

Term paper & Thematic Review: The Course instructor/faculty should provide issues that
are importantly raised in the society and ask students to review related articles and develop
the theme as the part of term paper and ask them to present in the class.
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Course Details:

Unit 1: Introduction 9 LHs
Concept and importance of strategic management; evolution of strategic management;
elements of strategic management; strategic management process; need for strategy; levels
of strategy; concept and features of strategic planning; concept of vision; mission and
objectives; roles of information in strategic management.

Unit 2: Environment and Strategy Analysis 10 LHs
Concept of environment (internal and external); Techniques of external environment
analysis: PESTLE analysis, ETOP, scenario planning, competitors analysis, Techniques of
internal analysis: value chain analysis, comparative analysis (historical comparison,
industry standards, benchmarking), strategic advantage profile (SAP) and financial analysis;
SWOT analysis for strategies; environmental analysis for strategic management
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Unit 3: Strategy Formulation 12 LHs
Strategy formulation: concept and importance; Generating strategic options: corporate
strategy, business strategy and functional strategy; Strategic alternatives at corporate level
(stability strategy, growth strategy, retrenchment strategy, combination strategy); Strategic
alternatives at business level (Porter’s competitive strategy, strategic clock- oriented market
based generic strategies); Strategies at functional level ( marketing strategy, financial strategy,
operation strategy, human resource management strategy and research and development
strategy); Direction for strategy development (Consolidation, market penetration, product
development, market development, diversification); Methods of strategy development
(Internal development method, acquisition and merger method, joint development and
strategic alliances method) ; Portfolio analysis for strategic choice (BCG matrix, GE Business
Screen, Hofer’s Matrix).



MGT 240: Strategic Management

Unit 4: Strategy Implementation 10 LHs
Concept and meaning of strategy implementation; organizational structure and its types
for strategy implementation (simple, functional, multidivisional, SBU, holding company,
Project based, team based structure); process of strategy implementation; strategic
leadership; requirements for strategy implementation: structure, resources and
management system.

Unit 5: Strategic Evaluation and Control 7 LHs
Concept of strategic evaluation and control; strategic audit; strategic information
system; difference between strategic and operational control; types of strategic
control and evaluation; guidelines for proper control and evaluation; roles of
information in strategic evaluation and control.
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Suggested Readings:
Bhattacharya, S. C. Strategic Management; Concepts and Cases, Wheeler Publishing.

David, F. R. Strategic Management; Concept and Cases, Pearson Education Inc.

Henry, E. A. Understanding Strategic Management, Oxford.

Jauch, L. R. and Glueck, W. F. Business Policy and Strategic Management; Formulation,
Implementation and Control, McGraw-Hill.

Kazmi, A. Business Policy and Strategic Management, Tata McGraw Hill.

Prasad, L. M. Business Policy and Strategic Management, Sultan Chand and Sons.
Wheelan, T. L. and Hunger, J. D. Strategic Management and Business Policy, Pearson
Education Inc.

Chalise, M and Bhandari, D.R. Strategic Management, Asmita Publication, Kathmandu



Definition of Strategy

* As per Glueck,

Strategy is unified, comprehensive and integrated plan
relating the strategic advantages of the firm to the
challenges of the environment. It is designed to ensure that
the basic objectives of the enterprise are achieved.

* As per Alfred D. Chandler,

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




Features of Strategy

Top management responsibility

Allocation of large amount of resources
Impact on long term prosperity of the firm
Future oriented

Multi-functional or multi-business
consequences

Consideration of factors in the external
environment



Strategic Management
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Concept of Strategic Management:
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Importance Of Strategic Management

1. Direction: It provides a clear roadmap for where an organization wants to go
and how to get there, helping everyone stay focused on common goals.

2. Adaptation: In a rapidly changing world, strategic management allows
organizations to adjust their plans to new circumstances, keeping them
relevant and competitive.

3. Resource Allocation: It helps allocate resources like time, money, and people
effectively, preventing wastage and ensuring they're used where they matter
most.

4. Competitive Advantage: Strategic management helps organizations stand out
by focusing on what they do best, whether through unique products, better
customer service, or cost efficiency.



Importance of Strategic management

5. Risk Management: It allows organizations to foresee
potential risks and prepare for them, reducing the impact of
unexpected events.

6. Long-Term Success: Rather than just short-term gains,
strategic management aims for lasting success and growth.

/. Alignment: It ensures that everyone in the organization is
working together towards the same goals, improving
teamwork and efficiency.



Importance of Strategic management

8. Innovation:  Strategic management encourages
creativity and new ideas that can lead to better
products or processes.

9. Evaluation: It helps organizations regularly review their
progress, learn from mistakes, and make
Improvements.

10.Stakeholder Engagement: By considering the needs
and interests of various stakeholders, such as
employees, customers, and investors, strategic
management helps build positive relationships.



Evolution of strategic management;

1. Budgeting Era (1950s) — Financial Planning
* Focus was on preparing annual budgets.
* Managers mainly worked on cost control, forecasting, and short-term financial plans.

e Strategy was not formal; decisions were internal and simple.

2. Long-Range Planning Era (1960s)

 Companies started making long-term plans (3-5 years).
* Forecasting became more advanced.

* Assumed that the future would be similar to the past.

* Still mostly internally focused.



Evolution of strategic management;
3. Strategic Planning Aera(1970s)

* Businesses faced more competition, environmental uncertainty, and rapid change.

* Planning expanded to include:
* Environmental analysis (PESTEL)
 SWOT analysis
* Portfolio analysis (BCG matrix)

4. Strategic Management Era (1980s)
* Emphasis shifted to strategy formulation + implementation + evaluation.

* Concepts introduced:
 Competitive advantage
* Core competencies
* Industry analysis (Porter's Five Forces)

* More focus on execution and leadership.



Evolution of strategic management;

5. Strategic Competitiveness Era (1990s—Present)
* Globalization, technology, and innovation increased competition.
* Strategic management became dynamic and continuous.

New concepts emerged:
* Blue Ocean Strategy
 Knowledge management
e Strategic flexibility & agility
* Digital transformation strategies

* Organizations became more customer-focused, innovative, and adaptable.
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Elements of Strategic Management

Strategic management consists of several key elements that help an
organization plan, implement, and evaluate strategies effectively. The major
elements are:

1. Strategic Intent

This defines where the organization wants to go in the future. It includes:
* Vision — future direction

* Mission — purpose of the organization

* Objectives — specific goals to be achieved



Elements of Strategic Management

2. Environmental Scanning / Analysis

Understanding the internal and external environment.
Includes:

* External analysis (PESTEL, industry analysis, opportunities & threats)
* Internal analysis (resources, strengths & weaknesses, capabilities)

This helps identify factors that influence strategic decisions.



3. Strategy Formulation

Choosing the best strategy based on analysis. | includes:

* Corporate strategy

* Business-level strategy

* Functional strategy

* This stage decides how the organization will achieve its goals.



4. Strategy Implementation

Putting strategies into action. Includes:

* Designing structure, systems, and
processes

* Allocating resources
* Leadership and motivation

* Functional and operational plans

* This stage converts plans into results.

5. Strategy Evaluation and Control

Monitoring and reviewing performance to
ensure strategy is working.
Includes:

Setting performance standards
Measuring results
Taking corrective actions

Ensures continuous improvement and
adaptation.



7. Strategic Choice & Competitive

6. Strategic Leadership Advantage

Effective leadership guides the entire Selecting among strategic options and

strategic process. Includes: creating value that competitors cannot
easily copy.

e Setting direction Examples:

* Inspiring employees + Cost leadership

* Managing change « Differentiation

* Building organizational culture e Focus strategy

* Innovation advantage



Levels of Strategy
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* Corporate-Level Strategy

Definition:

* Corporate-level strategy is the topmost level of strategic decision-
making that determines what kind of business or businesses the
organization should be in and how these businesses should be
managed together to create value.

* It is concerned with the overall growth, stability, or retrenchment of
the firm and the allocation of resources among various business units.



Main Features:

1.Top-Level Focus: Formulated by top management (board of directors, CEO, etc.).
2.Long-Term Orientation: Deals with long-term goals and direction.

3.Multi-Business Concern: Guides firms having more than one business or product

line.

4.Resource Allocation: Determines how resources are distributed among strategic

business units (SBUs).

5.Value Creation: Ensures synergy among different businesses.



Types of Corporate-Level Strategies:

1.Growth Strategies:
1. Expansion through diversification, integration, merger, acquisition, joint venture, etc.

2. Example: Entering new markets or launching new products.
2.Stability Strategies:

1. Continuing current operations without significant change.

2. Example: Maintaining existing market share.
3.Retrenchment Strategies:

1. Reducing the scale of operations to improve efficiency.

2. Example: Divestment, liquidation, or turnaround.
4.Combination Strategies:

1. Applying a mix of growth, stability, and retrenchment in different parts of the organization.



Need for Strategy

Strategy is a potential plan of actions that includes top level management
decisions and significant amount of resources. The prime objective of strategy is
to achieve sustainable competitive advantage. It is future oriented and
following are the some points of need of strategy in an organization

* To understand the competitive environment and complete successfully
* To adopt sustainable business model

* To acquire and utilize resources optimally

* To retain customer by building long term relationship with them.

* To expand the business

* To fulfill the expectation of shareholders

* To ensure the sustainability of the business



Business-Level Strategy

* A business-level strategy is the plan or approach a particular business unit adopts to

compete successfully in a specific market.

* |t focuses on how to gain a competitive advantage over rivals and satisfy customers’ needs

better than competitors.

Main Focus:

* It operates within a specific industry or market.

* |t deals with how the business should compete not what businesses to be in (which is
corporate-level).

1.1t is usually formulated by business unit or divisional managers.



Major Types of Business-Level Strategies

Cost Leadership Strategy

* Aim: To become the lowest-cost producer in the industry.

e Focus: Efficiency, cost reduction, economies of scale.
 Example: Walmart, Ryanair.

* Advantage: Compete on price and attract price-sensitive customers.

Differentiation Strategy

* Aim: To offer unique products or services that stand out in the market.

* Focus: Quality, innovation, brand image, customer service.
 Example: Apple, Nike.



Major Types of Business-Level Strategies

Focus Strategy
Aim: To target a specific market segment or niche.

Focus: Specialized products or services for a narrow customer group.

Two variants:
Cost Focus — competing on cost in a niche market.
Differentiation Focus — offering unique features to a niche market.

Example: Rolex (luxury watches), Red Bull (energy drinks).



Functional or Operational Strategy

* A functional-level strategy (also called operational strategy) refers to the specific
actions and plans developed by different functional departments such as marketing,
finance, human resources, production, and R&D to support the business-level strategy
of the organization.

* It deals with the day-to-day decisions and activities that ensure the smooth and
efficient functioning of each department

Main Focus:

e Concerned with how each functional area contributes to achieving business and
corporate goals.

* Focuses on efficient use of resources, improving productivity, and supporting
competitive advantage.

* Formulated by functional or departmental managers.



Major Types of Functional Strategies:

1.Marketing Strategy:
 How to promote, price, and distribute products effectively.
 Example: Advertising campaigns, market segmentation, product differentiation.

2.Financial Strategy:
 How to manage funds, investments, and capital structure.
 Example: Cost control, budgeting, profit maximization, investment planning.

3.Human Resource Strategy:
* How to attract, develop, and retain employees.
 Example: Training, performance appraisal, compensation, motivation.



Major Types of Functional Strategies:

4. Production/Operations Strategy:
* How to produce goods and services efficiently.
 Example: Quality management, technology adoption, inventory control.

5. Research and Development (R&D) Strategy:
e How to innovate and improve products or processes.
e Example: Product design improvement, innovation projects.

6. Information Technology Strategy:
* How to use IT systems to improve efficiency and communication.
e Example: ERP systems, data management, automation.
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Blue Ocean Strategy

 The Blue Ocean Strategy is a business approach that encourages organizations to create
new market spaces (“blue oceans”) where there is no competition, instead of fighting
over existing markets (“red oceans”).

Core ldea:

Instead of competing in a crowded market, a company should innovate and create
demand in an untapped market — making the competition irrelevant.

Benefits:

* Opens new demand and growth opportunities.
* Reduces competition pressure.
* Increases profit margins through innovation.

* Enhances brand image and customer loyalty.



Red Ocean Strategy

* The Red Ocean Strategy refers to a traditional competitive approach where firms fight
within an existing market space to gain a larger share of demand.

* In this strategy, companies try to outperform their rivals, which often leads to intense
competition and reduced profits.

The term “Red Ocean” symbolizes the bloody competition in the market where
companies struggle against each other for survival and growth.

Core Idea:

 Compete in an existing market by trying to beat rivals and capture more customers —
rather than creating new markets.



Basis

Market Space

Competition

Demand

Objective

Approach

Red Ocean Strategy

Existing market

Compete with rivals

Existing demand
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Compete in current
industry

Blue Ocean Strategy

New, uncontested market
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irrelevant

Create new demand

Create new value

Redefine industry
boundaries



Company Value

Company Values: Definition and Principles

 Company values are the beliefs, philosophies, and principles that drive your business.
They impact the employee experience you deliver as well as the relationship you
develop with your customers, partners, and shareholders.

 Company value refers to the Conception of what is good beneficial , important useful
desirable, People Value reflect the degree of importance given to something.

* The company value the basis upon which the member of company and make the
decision, plans ,strategy interact with each other and their stakeholders.



Economic or Financial Value

» Refers to the monetary worth of the company.
* It represents how much the company is valued by investors, shareholders, or the market.

It can be measured by tools like:
 Market Capitalization (Share Price x Total Shares)
 Book Value
 Enterprise Value (EV) = Market value of equity + Debt — Cash
 Net Present Value (NPV) of future earnings

Organizational or Core Values

» Refers to the set of guiding principles, beliefs, and standards that shape the company’s
culture, behavior, and decision-making.

* These are non-financial values that define what the company stands for.



Examples of Core Company Values:

1. Integrity — Doing the right thing ethically.

2. Customer Focus — Prioritizing customer satisfaction.

3. Innovation — Encouraging creativity and new ideas.

4. Teamwork — Promoting cooperation among employees.

5. Social Responsibility — Caring for society and the environment.

Example:

Google’s values include “Focus on the user” and “Fast is better than slow.”



Strategic Management Process
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STEP 1: Setting up of Strategic Intent

This is the starting point of the strategic management process.
It defines the direction and purpose of the organization through:

Vision: What the organization wants to become in the future.
Mission: The organization’s purpose and scope of operations.

Objectives: Specific, measurable goals to be achieved.

STEP 2: Strategy Formulation

In this step, the organization analyzes its internal and external environments and develops
suitable strategies. It involves:

* Environmental Appraisal: Study of external factors such as political, economic, social, and
technological trends (PESTLE).

* Organizational Appraisal: Analysis of internal strengths and weaknesses (SWOT).



STEP 3: Strategy Implementation

This step is about putting formulated strategies into action. It includes:

* Activation of Strategy: Translating strategic plans into actions.

Designing Structure, Process & System: Establishing suitable organizational structures,

systems, and procedures.
Behavioral Implementation: Motivating and guiding employees to support strategy.

Functional Implementation: Coordinating departmental strategies (marketing, HR, finance,

production).

Operationalizing Strategy: Executing day-to-day activities to achieve strategic goals.



STEP 4: Strategy Evaluation and Control

This is the final step of the process, which ensures that strategies are effective and goals are
being achieved. It involves:

e Evaluate: Assess the performance and progress of the strategy.
* Monitor: Continuously track key results and indicators.

* Review: Compare actual performance with planned objectives and take corrective actions if
necessary.



What is Strategic Decision?

* A strategic decision is a long-term, significant, and future-oriented choice made by top
management to determine the overall direction, goals, and scope of an organization.

 These decisions shape the company’s strategy, influence major resources, and have a
lasting impact on organizational success.

Characteristics of Strategic Decisions:

1. Long-term in nature:
1. They affect the organization for many years.
2. Taken by top management:

1. Usually made by board of directors, CEO, or senior executives.



What is Strategic Decision?

3. Future-oriented:
3. Focus on growth, expansion, or new opportunities.
4. Complex and uncertain:
3. Involve high risk due to changing environments.
5. Resource commitment:
3. Require large investment of resources (money, manpower, time).
6. Influence on all functions:

3. Affect the whole organization, not just one department.



Characteristics of Strategic Decisions

1.Long-term Orientation:

1. Strategic decisions focus on the long-term direction and goals of the organization.
2. Their effects are seen over several years, not immediately.

2. Taken by Top Management:

1. These decisions are made by senior executives or board members because they
involve major organizational changes.

3. Future-Oriented:

1. They deal with the future opportunities and threats in the environment.

2. Help the firm prepare for changing conditions.



Characteristics of Strategic Decisions

High Risk and Uncertainty:

Since they are based on forecasts and assumptions, they involve a high degree of risk and
uncertainty.

Large Resource Commitment:

Strategic decisions require substantial investment of financial, human, and physical
resources.

Organization-Wide Impact:

*They affect all parts of the organization, not just a single department or function.

Non-Routine and Complex:



Characteristics of Strategic Decisions

Basis for Other Decisions:
Operational and tactical decisions depend on strategic ones.
They set the overall direction for lower-level plans and actions.
Influenced by External Environment:
Strategic decisions must consider political, economic, social, technological, and
competitive factors.
Difficult to Reverse:
Once implemented, they are costly and difficult to change because of long-term

commitments.



Basic Elements process of Strategic Management
The first step in strategic management procedure is goal setting. After goal setting, strategic
management includes four basic elements:

Environmental Scanning
Strategy Formulation
Strategy Implementation and
Evaluation and control

W

Environmental Scanning:

Environmental scanning includes the comparison of the threats and opportunities of the
organization in the external business environment. Environmental scanning can be affected by
factors like government rules and regulations, the economy, social changes, changes in
customer preferences, technological advancement, competition and other environmental
factors. At this stage, a SWOT (i.e. Strengths, Weaknesses, Opportunities, and Threats)
analysis is performed to contrast the internal assets and flaws of the trade with the external
prospects and dangers.



Strategy Formulation:

Strategy formulation is the generation of long-term plans for the proper management of
environmental openings and fears considering the fortes (strong) and weakness of the
business or the company. It consists of defining the mission, attainable objectives, forming
strategies and setting policies.

Mission: An organization’s purpose or the reason for its survival is called mission. It
mentions how it is serving the society. An ideal mission statement specifies the unique
purpose that differs the company from other similar companies and defines the scope of its
functions in the form of the products and services served to the market.

Objectives: The outcomes of the planned functions are called objectives. Objectives
mention what is to be attained by when. The attainment of the objectives should lead to
the fulfillment of the company’s mission.




Strategies: A strategy is a broad master plan expressing how a company will accomplish its
mission and objectives, maximizing competitive advantages and minimizing competitive
disadvantages. Generally, a company or business takes into consideration three kinds of
strategy: corporate, business and functional.

Policies: A policy is a comprehensive guideline for making decisions linking the formation
and implementation of a strategy. Companies set policies to ensure that its employees’
decisions and actions support the company’s mission, its objectives, and strategies.
Strategy Implementation:

Strategy implementation is taking action in order to attain the goals of the organization. It
requires organizing all the available and necessary resources to put the strategy into action.
The higher management will pass the strategy to the managers and they will communicate
the roles and responsibilities of their team members to implement the strategy. There are
contributions of different members of different departments in the implementation of a
strategy. A perfect coordination and cooperation between the management and other
departments are absolutely necessary to implement a strategy successfully.




Basic Elements of Strategic Management

Evaluation and control:

The fourth and final basic element of the strategic management is evaluation and control. It
requires an evaluation of the strategy to ascertain whether the actual outcome matches the
expected outcome of the organizational goals. At this stage, the organization decides which area
of planning should be evaluated and the method of evaluation to be used and after the
evaluation makes a comparison between the expected result and the existing result. Through this
evaluation, the company can decide to take different corrective actions to control the
shortcomings (if any) and help the strategy to meet the desired organizational goals and
objectives. For example, if a company fails to achieve the desired sales target, it can take many
corrective actions such as providing discounts, adding extra attractive features to the product or
service, giving attractive gifts with the product or service, etc.

Managers should have a complete understanding of strategic management to set the
organizational goals properly and develop and implement effective strategies to achieve those
goals increasing profitability and competitive advantage of the business or organization.



Why Making Strategic Decisions is Important?

Under strategic management, a number of decisions are taken. They draw a long-term

roadmap of the organization. The importance of strategic decision making can be
discussed below:

Organizational Effectiveness

Strategic decisions help organizations become more effective by balancing their goals and

resources. Organizational effectiveness results in strategic advantages, which lead to long-
term growth and development.



Improvement in Operational Capability

Despite the fact that strategic decisions are long-term, they have a major and direct
impact on operational activity. They affect operational decisions because they are linked to
resource allocation and work procedures. As a result, they aid in the establishment of
operational effectiveness.

Competitive Advantage

Strategic decisions are always made with the goal of gaining a competitive edge in mind.
Serving higher-value products at a reasonable price can provide a competitive advantage,
which is ensured by strategic decisions. It eventually contributes to the organization’s long-
term goals.

Resource Management

In strategic management, resource management is critical. Strategic decisions guarantee

that resources are available when they are needed, that they are allocated appropriately
to various units, and that management is effective. Effective resource management
improves the capability and effectiveness of an organization.



Stakeholders’ Interest

Individuals and groups with direct or indirect concerns about the organization’s
performance are referred to as stakeholders. When an organization’s performance meets
or surpasses its expectations, stakeholders continue to support it. The goal of strategic
decisions is to satisfy the interests of all stakeholders.

Strategic Control

The goal of strategic control is to ensure that the organization is employing appropriate
strategies for the external environment, process, and competitive advantages. It
guarantees that initiatives are implemented effectively on an ongoing basis.

Strategic control is also used to assess how focused a company is on the needs for
implementing its strategies. Effective strategic control is aided by strategic decisions.



Changes in the Approach to strategic management

1. Commander Approach (Command Approach)

This approach assumes that top management makes all major strategic decisions. Strategy is
formulated centrally by the leader (commander), and lower-level employees simply
implement it.

Features

» Strategy formulated by a single powerful leader or top executive.
* Clear chain of command.

* Little participation from lower levels.

* Fast decision-making.



Changes in the Approach to strategic management

Advantages

* Quick decisions—useful in crisis or competitive pressure.
* Clear direction—everyone knows what to do.
* Strong leadership can motivate and unify the organization.

Disadvantages

* Lack of employee involvement may reduce motivation.
* Risk of poor decisions because only few people provide input.
* Less flexibility if the leader misjudges the situation.



Changes in the Approach to strategic management

2. Collaborative Approach

This approach emphasizes teamwork, communication, and joint decision-making. Managers
and employees at different levels contribute ideas and participate in strategy formulation.

Features

* Participative and democratic style.
 Knowledge from various departments is used.
* Consensus-based decisions.

Advantages

More creative ideas due to diverse input.

High employee commitment because they feel involved.

Better quality decisions using combined experience and data.



Changes in the Approach to strategic management

Disadvantages
Decision-making becomes slow due to long discussions.
Conflict may arise from opposing opinions.

Difficult to reach consensus in large organizations.

3. Cultural Approach

This approach focuses on the organization’s culture, values, beliefs, and shared norms.
Strategy emerges naturally from the company’s identity and traditions.

Features
e Strategy is aligned with organizational culture.
 Employees follow strategy because it fits their shared beliefs.

* Leadership plays a role in shaping and reinforcing culture.



Changes in the Approach to strategic management

Advantages
e Strong internal support due to shared values.
* Higher employee motivation and identity with the organization.

* Long-term stability because culture acts as a guiding force.

Disadvantages
e Culture may resist change, making innovation slow.
* Possibility of cultural rigidity leading to outdated strategies.

* Hard to introduce new strategic direction if it conflicts with existing norms.



Changes in the Approach to strategic management

4. Crescive Approach (Emergent Approach)

This approach sees strategy as developing gradually from employee actions, experiments,
and day-to-day learning rather than from formal planning. Strategy "emerges" instead of
being designed.

Features

 Strategy evolves through small steps.

e Based on learning-by-doing and experimentation.
* Decentralized decision-making.

e Useful in uncertain or dynamic environments.



Changes in the Approach to strategic management

Advantages
Highly flexible—adapts quickly to changes.
Encourages innovation as new ideas emerge from all levels.

Realistic because strategy is based on actual experience.

Disadvantages
Lacks clear direction at the early stages.
Coordination problems if many people create differing initiatives.

Slow process—takes time for a strong strategy to emerge.



Changes in Approach to strategic management

4. Cultural Approach:

Strategic leader concentrates on establishing and communication a clear mission and
purpose for the organisation and allowing employees to design their own work activities
with the mission, he plays the role of a coach in giving general direction.

Advantages:

more enthusiastic implementation, partially breaks down the barriers between management
and workers since they formulate and implement the strategy

Disadvantages:

workers should be informed and intelligent, consumes large amount of time, discourage
change and innovation, lower-level people may not have the vision, knowledge & expertise to
develop strategies



5. Crescive Approach:

crescive means increasing or growing, bottom-up approach, it moves upwards from the lower
and middle level management to the top-level management, lower-level management is
empowered to develop and implement the strategy

Strategic leader is not interested in formulating the strategy alone, subordinates develop and
implement the strategies on their own, suitable for large- complex- diversified organizations
where the CEO cannot know or understand all the strategic

Advantages: encourages middle & lower management to practice, increases the motivation &
morale of employees, commitment from the employees for implementation since formulation

Disadvantages: huge amount of resources are required, formulated strategies are may not be
proper since these are formulated by middle & lower management

Conclusion: the first two strategies are suitable for small companies where exist a centralized
structure, the last three strategies are more appropriate for large decentralized organizations.



Different Perspectives on Strategy Formulation

Design Perspective: Strategy formulation is seen as a deliberate, top-down process
involving careful planning and analysis.

It emphasizes setting clear objectives, analyzing internal and external factors, and
selecting the most appropriate strategy.

Level Perspective: Strategy formulation occurs at different levels within the
organization, including corporate, business, and functional levels. Each level focuses on
distinct aspects of strategy, such as overall direction, competitive positioning, and
functional capabilities.

Positioning Perspective: This perspective emphasizes the importance of defining a
unique position in the market. Strategies are developed based on creating and
maintaining a competitive advantage through differentiation, cost leadership, or niche
targeting.

Resource-Based Perspective: Strategy formulation focuses on leveraging internal
resources and capabilities to build sustainable competitive advantages. It involves
identifying and developing valuable, rare, and difficult-to-imitate resources and aligning
them with strategic objectives.



Approaches to Strategy Formulation

1.Intended Strategy: This is the planned course of action that an organization
sets based on careful analysis, typically formulated by top management. It's the
strategy they aim to pursue to achieve specific goals and objectives.

2.Realized Strategy: This is the strategy that the organization actually implements
and executes over time. It's influenced not only by the intended strategy but

also by factors such as organizational culture, resources, and the external
environment.

3.Emergent Strategy: Emergent strategy unfolds gradually over time through the
organization's ongoing activities, responses to unforeseen events, and learning
from experience. It's often a result of bottom-up initiatives, experimentation,
and adaptation to changing circumstances. While it may deviate from the
intended strategy, it can lead to innovation and responsiveness.



Concept and Features of Strategic Planning

 Strategic plan is a road map for the future direction of the organization. It is a | plan for five
years and more and prepared by top management.

e Strategic planning helps in know what we are and where we want to go environmental
threats and opportunities can be exploited, given the strengths and weakness of the
organization

e Strategic planning is a continuous and systematic process where people make decision
intended future outcomes, how outcomes are to be accomplished, and how success is and
evaluated.




Features of strategic planning

1.

Process of Questioning: It answers questions like where we are and where we want to go,
what we are and what we should be.

. Time Horizon: It aims at long-term planning, keeping in view the present and future

environmental opportunities. It helps organizations analyze their strengths and weaknesses
and adapt to the environment. Managers should be farsighted to make strategic planning
meaningful.

. Pervasive Process: It is done for all organizations, at all levels; nevertheless, it involves top

executives more than middle or lower-level managers since top executives envision the
future better than others.

. Focus of Attention: It focuses organization's strengths and resources on important and high-

priority activities rather than routine and day-to-day activities. It reallocates resources from
non-priority to priority sectors.

. Continuous Process: Strategic planning is a continuous process that enables organizations to

adapt to the ever-changing, dynamic environment.



6. Co-ordination: It coordinates organizations internal environment with the external
environment, financial resources with non- financial resources and short-term plans with
long- term plans.

7. Optimum Utilization of Resources: Strategic planning makes best use of resources to achieve
maximum output. General Robert E. Wood remarks, "Business is like war in one respect. If its
grand strategy is correct, any number of tactical errors can be made an ye the enterprise
proves successful." Scientific thinking, effective organisation structure, co-ordination
Effective allocation of resources, and integration of functional activities and effective system
of control, all contribute to successful



Vision and Mission, Objective and Strategic

Vision is the picture of desired future state of an organization . In the first process of strategic
management, a company develops strategic vision. It specifies the direction that a company
intends to follow in developing and strengthening its business. A strategic vision communicates
management's aspiration to stakeholders. It should be specific and distinctive to a particular
organization . It provides managers with a reference point in making strategic decisions and
preparing the company for the future. A strategic vision gives shape to its intended future.
developing strategic vision

Developing Strategic Vision

* Provides direction:
Strategic vision provides long-term direction to the organization . It prepares the
organization for future.

* Guides for decisions:
Strategic vision reflects intent of the organization . It guides strategic decisions.




Shapes strategy: strategic vision is the future aspiration of an organization . Strategic
management always focuses on strategic vision.

Sets priority: strategic vision sets organization al Priority. rt further guides planning.

Aligns people and activities: strategic vision aligns people and activities across the
organization . It enhances organizational effectiveness,

Reflects core values and belief: Strategic vision reflects the core values and beliefs which the
overall management system of the organization

Empowers employees: employee motivation, commitment and empowerment are vital for
organization al success. Strategic vision aims employee empowerment to focus their efforts
towards it.

Brings change: Strategic vision intends to bring changes in the organization . It acts as the

center of hope in the organization .



Quality of Strategic Vision

1. Directional.
An effective vision provides direction and makes clear where the organization is going. This
means that a vision needs to be specific enough to shape decision-making and broad
enough to allow innovative strategies for vision realization.

2. Clear:
The vision must clarify focus, and direction, to ensure that scare resources are focused on
the most strategic initiatives. Clarity allows individuals across the organization to have a
shared sense of what is important and what's not, to ensure that they are free to act within
those constraints.

3. Purpose-Driven:
An effective vision provides a larger sense of purpose for the organization and it's people.
Purpose is about why we exist. Vision connects people to a meaningful purpose, allowing
them to feel that they are part of something bigger than themselves.

4. Challenging:
A vision is a goal that should challenge, stretch and set a high standard for the organization.
Effective visions represent a future that is beyond what is possible today or what we think
possible tomorrow.



5. Unique:

An effective vision reflects what's unique about the organization, it recognizes what
makes it different. Vision must make clear the activities that the organization will and will

not pursue, the capabilities to be developed
6. Vivid:

An effective vision pro mental image Of What the organization will be like in

the future. Well crafted visions describe the future in a way that is easy to imagine and to
picture in the minds eye.

/. Inspiring:

An effective vision engages and inspires people to commit to a cause. Vision appeals to the

hearts and minds of people. An effective vision moves you emotionally, creating a desire to
sign up to the cause.



Communication The Strategic Vision

1. Communicated to all managers, employees and external stakeholders:

The strategic vision should be well communicated to all managers, employees, and external
stakeholders.

2. Clearly communicated: The clearly communicated strategic vision provides long-term
direction to the organization . The management of an organization must be able to convince
the stakeholders about the strategic vision.

3. Can help to win the support of organization al stakeholders:

The frontline employee should understand the strategic direction is reasonable and
beneficial. Effective communication of strategic vision can help to win the support of
organization al stakeholders.

4. Base for winning the support and commitment of the employees:

The vision statement should be explained by the executive. A well understood strategic vision
remains as the base for winning the support and commitment of the employees towards
actions that get the company moving in the intended direction.



5. Helps employees stay engaged in the strategic planning process:

It should always be imprinted in the minds of the employees and managers and then
translated into Objectives and strategies. Communicating strategic vision provides the
Rationale for the new Strategic vision and company direction to remove resistance to
change. If the essence of the vision is expressed in a catchy and easily remembered
slogan, communication is facilitated.



Developing Strategic Vision

Environment scanning: SWOT and PEST analysis

Market oriented and inspirational

Involvement of all three level management

Must be reviewed literature review on strategic vision and mission statement

Statement prepared by all the manger should be merge into single document and
distribute draft statements to all managers

Meeting held for modification, addition and deletion if needed.
Group discussion if needed to prepared Vision

Communication of Strategic vision



What exactly is a mission statement?
A mission statement is defined as an action-based statement that declares the purpose
of an organization and how they serve their customers. This sometimes includes a
description of the company, what it does, and its objectives.

A mission statement provides perfect clarity behind the “what,” the “who,” and the
“why,” of your company. The best mission statements are guidelines by which a

company operates. Everything you do as a company should work toward your mission
statement.

Mission is the unique purpose that sets a company apart from others of its types and
identifies the scope of its operation product, market, and technology terms.



Characteristics of Mission/Crafting the mission Statement

Broad in scope:

The mission of an organization determines its scope. It answers what is our business? In
other words, it clears bout the product and market of the business. It also provides base
for the formulation of goal and strategies.

Precise:
A mission statement is always presented in a precise way. Normally, it includes not more
than 250 words.

Inspiring:
A mission statement inspires all the stakeholders and encourages them to involve in the
organization in a rigorous way.



4. Multi components:

A mission statement involves many components as customer, services, market,

technology, concern for survival, philosophy, self-concept, concern for public image,
and concern for employees.

5. Distinctive:

A mission statement makes the organization different to others. It helps in image
building.

6. Components of strategy:

It involves the strategic components that are likely to be adopted by the business. It
provides early signal about the strategy that the business is likely to pursue.



Different Between Vision and Mission Statement

Objectives Its aim is to show where the Its aim is to show how the organization will get
organization wants to be in future to where it wants to be.

Answer It answers the question, “where do we It answer the questions, what do we do? What
aim to be” makes us different?

Time A vision statement talks about future. A mission statement talks about the present

leading to its future.

Change A vision statement does not change A mission statement changes with the change
even if the market condition change. in market conditions.
Function It describes where the organization It lists the broad goals for which the

sees itself years from now organization is formed



1. Broad in scope: The mission of an organization determines its scope. It answers what
is our business? In other words, it clears bout the product and market of the business. It
also provides base for the formulation of goal and strategies.

2. Precise: A mission statement is always presented in a precise way. Normally, it
includes not more than 250 words.

3. Inspiring: A mission statement inspires all the stakeholders and encourages them to
involve in the organization in a rigorous way.

4. Multi components: A mission statement involves many components a customer,
product or services, market, technology, concern for survival, philosophy, self-concept,
concern for public image, and concern for employees.

5. Distinctive; A mission statement make the organization different to others. It helps in
image building.

6. Components of strategic: it involves strategic components that are likely to adopted
by the business. It provide early signal about the strategy that the business likely to be
pursue.



Linking vision and mission with company values

1. All the managers from top to lower level should be involved in the process of developing the
strategic vision and mission. It enhances commitment towards the organization . It facilitates
formulation and implementation of strategy.

2. The managers should be asked to review related literature on the statements and prepare a
strategic vision and mission statement for the organization .

3. The statements prepared by different managers should be merged into a single document
and distribute the draft

4. A meeting of the managers is held for modifications, additions and deletions if needed and
revise the documents.



5. As mentioned earlier, the input and support from the employees and managers
enriches strategy formulation, implementation and evaluation activities.

Hence, the development of strategic vision and mission statement provides an

opportunity for strategists to obtain needed support from all the employees and
managers.

6. Some organization s use group discussions to develop and modify the existing

statements. An outside consultant or facilitator may also be hired to manage the
process and help draft the language.

7. After preparing the statements, decisions on how to communicate it to all managers,

employees and external stakeholders are needed. A videotape may be prepared to
explain the statement.



Concept of Obiective

* The expected outcomes of an organization are known as objectives. They convert the
strategic vision into specific performance targets. Objectives show the managerial
commitment towards performance achievement.

* In other words, they are the end result of planned activity. Each and every organization is
established for achieving certain objectives. Hence, the organization al activities are directed
towards their achievement. Objectives may be formulated for a long as well short term.

* Similarly, they may also be formulated in different levels as corporate, business, operational
and operational and individual. Determination of objective is an integral part of strategic
management.

* Objectives provide direction to an organization . They also fix the priority of organization al
activities and establish coordination. Objectives also reflect the interest of the organization al
stakeholders.



1. Corporate level: At this level objectives reflect the overall scope of an organization . The
main concern of objective formulation at this level is how to run a firm in structural and
financial terms and how to allocate resource Optimally to-different operations and activities.

2. Business level: At this level, objectives are formulated to compete in the market. Business
level objectives try to express, fen example, which specific product will be selected to
compete on a low cost basis in the market to achieve organization al objectives.

3. Operational level: Objectives express how marketing, finance, human resource functions
help to achieve competitive advantages. Objectives state about product promotion, training,
development and risk management

4. Operating unit level: Objectives are formulated to express responsibility of plant managers,
geographic unit managers and frontline managers operating units. With such objectives
organization s can easily compete in the market to get competitive advantages.



Crafting Objectives

Strategic management is concerned with getting competitive advantage from the market. Its
bottom line is to earn profit and return on investment in the business.

Increase productivity:

It refers to the maximum level of outputs with minimum inputs. Objectives are set for the
efficient use of organization al resources, such as machine, labour, information etc. to increase
the productivity.

Extend product:

Objectives are set to express how a firm wills to extend its product line or develop a new
product, undertake product research etc. Such an expression will help to recognize how the
firm is achieving its product planning and strategies to take a competitive advantage in the
market.

Express competitive position in the market:

After setting objectives organization s make their competitive positions clear in front of their
competitors. For example, a firm tries to indicate through its objective that it needs to achieve
the first position in the market in terms of sales volume.



Develop employees:

Organization s seek to enhance capacities compared to those of the competitors by developing
knowledge and skills of employees. They state explicitly through the organization al objectives
their needs to develop employees to make them prepared to compete in the market.
Objectives are also required in enhancing core competency, productivity and quality of work
life.

Strengthen employee relations:

Organization s set objective to improve employee relations. In order to get a competitive
advantage it is essential that there be a harmonious relation between management and
employees. This is possible when the management acts for maximizing welfare and interest of
working people in the organization . Employee relations enhance employees' commitment at
work and have an impact on production and productivity.

Manage physical facilities:

Objectives are set to manage a firm's physical facilities. It includes the firm's long range
objectives of increasing production capacity or decreasing space due to the effect of e-
commerce. To use physical facilities strategically it is essential to formulate explicit objectives
detailed with required time and budget.



Roles of information in strategic management

1. Environmental Analysis

* Information is crucial for scanning and understanding the external and internal
environments of an organization.

* Helps identify opportunities (e.g., emerging markets, new technologies) and threats
(competitors, regulatory changes). Supports trend analysis, market research, and
competitive intelligence. Enables managers to detect changes early and respond
proactively.

2. Decision Making
 Strategic decisions rely heavily on accurate, timely, and relevant information.
* Reduces uncertainty and improves the quality of choices.
* Provides a factual basis for evaluating alternatives.

* Helps managers allocate resources effectively and prioritize actions.



3. Strategy Formulation

* Information guides the development of strategies that align with organizational goals.

* Internal information (resources, capabilities, performance data) helps in identifying
strengths and weaknesses.

e External information ensures strategies are market-driven, realistic, and competitive.
e Supports frameworks such as SWOT, PESTEL, Porter’s Five Forces, etc.

4. Strategy Implementation
* Information enables the practical execution of chosen strategies.
* Provides operational data for coordinating activities across departments.
* Helps set performance indicators, monitor progress, and identify deviations.

* Facilitates communication so all stakeholders understand their roles in implementation.



5. Risk Management
 Strategic information allows organizations to anticipate and manage risks.
* Helps identify potential threats in financial, operational, or external environments.
* Supports scenario planning and contingency strategies.

e Reduces vulnerability by enabling early detection of problems.

6. Innovation and Adaptation
* Information drives creativity and enables organizations to adapt to change.
 Market intelligence reveals unmet customer needs or new industry trends.
* Technological information helps firms innovate products, services, and processes.

* Enables continuous learning and organizational agility.



7. Stakeholder Engagement
» Effective stakeholder management depends on clear and transparent information.
* Helps understand stakeholders’ expectations, concerns, and influence.
e Supports communication strategies that build trust and collaboration.

* Ensures better decision-making by integrating diverse perspectives (customers,
employees, investors, regulators, communities).



Unit- 2
Environment and Strategic Analysis

Environment

It refers to all external forces which have the bearing on the functioning of BUSINESS. In other
words The factors and conditions (such as economic, legal, political, and social circumstances)
that generally affect everyone in an industry or market in more or less similar manner.

The process of environmental analysis consists of the following stages
Environmental Scanning:

Scanning means the process of analyzing the environment for identifying the factors which
may influence the business. Its purpose is to identify the emerging trends or early warning
signals. Such trends may have evolved over time or may have appeared suddenly.

Environmental scanning alerts the organization to potentially significant forces in the external
environment so that suitable strategic initiatives nay be taken before these forces become
critical for the organization; Scanning is basically exploratory in nature.



* There are so many environmental factors which influence the operation of a business. All
these factors may not be relevant to an enterprise.

 Therefore, the critical and high priority factors to be identified. (Several factors, e.g.,
managerial philosophy, age, size, power) geographic dimension, type of business of the
organization influence the selection of relevant environmental factors.

Environmental Monitoring :

* At this stage information from the relevant environment is collected. Once the relevant
factors in the environmental are identified, adequate data about these factors are gathered
so as to ascertain their emerging pattern and trends.

* Monitoring is a follow up and deeper analysis of relevant environmental forces identified
through scanning. Several technique are used to collect the relevant facts about
environmental factors. Company records, publications, spying and verbal talks with the
employees, customers, dealers, suppliers and competitors are the main sources of data.



Environmental Forecasting :

* Forecasting is the process of estimating the relevant events of future based on the analysis of
their past and present behavior. It is necessary to anticipate future events before any
strategic plans are formulated.

* Forecasting can focus on future aspects of the environment which affects the organization.
Forecasts are made for economic, social, political and technological elements of
environment, Several technique like time series analysis, econometric model, scenario
building, Delphi method, etc. are used for the purpose of forecasting.

Diagnosis (Assessment) :

* Environmental factors are assessed in terms of their impact on the organization. Some
factors in the environment may entail an opportunity while others may pose a threat to the
organization. The degree of impact may also vary from one factor to another. SWOT analysis,
E TOP and other such techniques are used for environmental diagnosis.



Unit- Techniques of Environmental Analysis
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* Scenario planning a particular kind of planning which helps businesses to
deal with future difficulties. Proper planning is done considering the
upcoming scenarios, and businesses lay plans accordingly.

e All future investment by the company depends on scenario planning.
Extreme scenarios are hard to predict; some assumptions can be used to
save from the impact.

* The scenario planning model shall help management develop an
understanding of the possible scenarios in the future and their impact on
the business. Strategies to deal with the scenario are part of the planning.

* It should focus on a few most important scenarios as too many options
complicate the process. There will be a huge cost involved in tackling all
the scenarios effectively.



* By incorporating a scenario planning strategy, a company can visualize
future scenarios and be proactive instead of just reacting to situations as
and when they arise.

* From developing future cash flows, and curating mitigation actions, this
strategy is an integrated and coordinated approach to dealing with

uncertainty; which might be the difference between a business and its
competitors.



Techniques of Environmental Analysis

The process of scenario planning usually begins with a long discussion about how the
participants think that big economics, politics and technology might affect a particular issue.

After that group aims to draw up a list of priorities, including things that will have them most
impact on the issue under discussion and those whose outcome is the most uncertain. These
priorities then form the basis for sketching out rough pictures of the future.

Feature of scenario planning

Depicts the future possibility: scenario planning doesn’t attempt to predict the future. But it
depicts the future possibility.

Used in environment Volatility: it is used when environment is dynamic. It is not suitable in
stable environment.

Involves selection of suitable strategies: it addresses the question what ought to be done if..?

Build the long term view: it analysis the nature and impact of most uncertain and importing
driving forces affecting the future.

Intellectual process: it involves the assessment and analysis of environmental factors.



Techniques of Environmental Analysis

Top management activity: This is important activity where top level management
involvement is essential

Process of Scenario Planning

* Examine the possible shifts in natural environment and societal variable globally.

* |Identify the uncertainties in each of six forces of the task environment (i.e. potential
entreats, competitors, likely substitute, buyer, supplier, and other key stakeholders.)

 Make a range of plausible assumption about future trends.

* Combine assumption about individual trends into internally consistence scenario.
* Analyze the industries situation that will prevail under each scenario.

* Predict competitor’s behavior in each scenarios.

» Select the scenario either most likely to occur or most likely to have strong impact on
the future of the company. Use the scenario as a assumption of strategic formulation.



Technigues of Environmental Analysis
2. PESTLEG Analysis

A PESTLEG analysis is an analysis of the external macro-environment that affects all firms. PEST
is an acronym for the Political, Economic, Social and Technological Legal Environmental and

Global factors. Such external factors usually are beyond the firm's control and sometimes
present themselves as threats.

For this reason, some say that " PESTLEG " is an appropriate term for these factors. However,
changes in the external environment also create new opportunities and the letters sometimes
are rearranged to construct the more optimistic term of STEP analysis.



Unit- 3 Techniques of Environmental Analysis

Political factors

The political factors take the country's current political situation. It also reads the global
political condition's effect on the country and business. When conducting this step, ask
qguestions like "What kind of government leadership is impacting decisions of the firm?"

Some political factors that you can study are:

* Government policies
* Taxes laws and tariff
* Stability of government

* Entry mode regulations



Techniques of Environmental Analysis

Economic factors

Economic factors involve all the determinants of the economy and its state. These are factors
that can conclude the direction in which the economy might move. So, businesses analyze this
factor based on the environment. It helps to set up strategies in line with changes.

some determinants you can assess to know how economic factors are affecting your business
below:

* The inflation rate

* The interest rate

e Disposable income of buyers

* Credit accessibility
 Unemployment rates

 The monetary or fiscal policies

* The foreign exchange rate



Techniques of Environmental Analysis

Social factors

Countries vary from each other. Every country has a distinctive mindset. These attitudes have
an impact on the businesses. The social factors might ultimately affect the sales of products
and service

Some of the social factors you should study are:

* The cultural implications
* The gender and connected demographics
* The social lifestyles

e The domestic structures



Techniques of Environmental Analysis

Technology

Technology is advancing continuously. The advancement is greatly influencing businesses.
Performing environmental analysis on these factors will help you stay up to date with the
changes. Technology alters every minute. This is why companies must stay connected all the
time. Firms should integrate when needed. Technological factors will help you know how the
consumers react to various s trends

Firms can use these factors for their benefit:
* New discoveries

* Rate of technological obsolescence

* Rate of technological advances

* Innovative technological platforms



Techniques of Environmental Analysis

Legal factors

Legislative changes take place from time to time. Many of these changes affect the business
environment. If a regulatory body sets up a regulation for industries, for example, that law
would impact industries and business in that economy. So, businesses should also analyze the
legal developments in respective environments.

| have mentioned some legal factors you need to be aware of:

Product regulations

Employment regulations

Competitive regulations

Patent infringements

Health and safety regulations



Techniques of Environmental Analysis

Environmental factors

The location influences business trades. Changes in climatic changes can trade. The consumer
reactions to particular offering can also be an issue. often affects agri-businesses.

Some environmental factors you can study are:
* Geographical location

e The climate and weather

e Waste disposal laws

e Energy consumption regulation

e People's attitude towards the environment



Unit- 3 Techniques of Environmental Analysis

Global factors

* Relevant global market
* International political events

e Degree of regional and global integration



Competitor Analysis

Competitor analysis is the process of identifying, assessing, and understanding the strengths,
weaknesses, strategies, and future plans of current or potential competitors. It helps an
organization position itself effectively within the industry and gain a competitive advantage.

1. Purpose of Competitor Analysis

* |dentify who the competitors are and their market position.

Understand competitors’ strategies, capabilities, and performance.

Detect industry trends and shifts in competitive behavior.

Anticipate competitors’ future moves.

Inform strategic decisions on pricing, marketing, product development, and resource
allocation.



2. Types of Competitors
* Direct Competitors: Offer similar products/services to the same target market.

* Indirect Competitors: Offer substitute products or alternative solutions.

* Potential Competitors: New entrants or companies that could enter the market (e.g.,
due to technological or regulatory changes).

3. Key Components of Competitor Analysis
a. ldentifying Competitors
b. Competitor Profiling
c. Competitor Strengths and Weaknesses
d. Competitor Strategies

e. Future Intentions



Strategy Analysis

Michael Porter's 5 forces

Porter's 5 forces model is one of the most
recognized framework for the analysis of
business strategy.

Porter, the guru of modern day business
strategy, used theoretical frameworks
derived from Industrial Organization (10)
economics to derive five forces which
determine the competitive intensity and
therefore attractiveness of a market.

Threat of New Entry

« Time and cost of entry
» Specialist knowledge
» Economies of scale

+ Cost advantages

» Technology protection
» Barriers to entry

Supplier

Power

Supplier Power

» Number of suppliers

« Size of suppliers

» Uniqueness of service

» Your ability to substitute
» Cost of changing

Threat of Substitution

» Substitute performance
+ Cost of change

Threat of
New Entry

Competitive
Rivalry

Threat of

Substitution

Competitive Rivalry

+« Number of competitors
» Quality differences

« Other differences

» Switching costs

« Customer loyalty

Buyer Power

» Number of customers

» Size of each order

« Differences between competitors
¢ Price sensitivity

» Ability to substitute

» Cost of changing



Strategy Analysis

The Five Competitive Forces are typically described
as follows:

a) Bargaining Power of Suppliers

The term 'suppliers' comprises all sources for inputs
that are needed in order to provide goods or
services.

Supplier bargaining power is likely to be high when:

 The market is dominated by a few large suppliers
rather than fragmented source of supply

* There are no substitutes for the particular input

* The suppliers customers are fragmented, so their
bargaining power is low
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Strategy Analysis

* The switching costs from one supplier to another are high than

* There is the possibility of the supplier integrating forwards in order to higher prices and
margins

This threat is especially high when

* The buying industry has a higher profitability than the supplying industry
* Forward integration provides economies of scale for the supplier

* The buying industry hinders the supplying industry in their development.

* The buying industry has low barriers to entry

In such situation, the buying industry often face the high pressure on margin from their
supplier. The relationship to powerful supplier can potentially reduce the strategic option for
the organization.



Strategy Analysis

b) Bargaining Power of Customers

Similarly, the bargaining power of customers determines how much customers can impose
pressure on margins and volumes. Customers bargaining power is likely to be high

* When They buy large volumes; there is a concentration of buyers

e The supplying industry comprises a large number of small operators

e The supplying industry operativity high fixed cost

* The product is undifferentiated and can be replaces by substitutes

e Switching to an alternative product is relatively simple and is not related to high costs
e Customers have low margins and are price sensitive

e Customers could produce the product themselves

* The product is not of strategical importance for the customer

e The customer knows about the production costs of the product

e possibility for the customer integrating backwards.



Technigues of Environmental Analysis
c) Threat of New Entrants

The competition in an industry will be the higher, the easier it is for other companies to enter this
industry. In such a situation, new entrants could change major determinants of the market environment
(e.g. market shares, prices, customer loyalty) at any time. There is always a latent pressure for reaction
and adjustment for existing players in this industry. The threat of new entries will depend on the extent
to which there are barriers to entry.

* Economies of scale (minimum size requirements for profitable operations),
* High initial investments and fixed costs

* Cost advantages of existing players due to experience curve effects of operation with fully
depreciated assets

* Brand loyalty of customers

* Protected intellectual property like patents, licenses etc.,

* Scarcity of important resources, e.g. qualified expert staff

* Access to raw materials is controlled by existing players,

* Distribution channels are controlled by existing players

* Existing players have close customer relations, e.g. from contracts
* High switching costs for customer

* Legislation and government action




Strategy Analysis
d) Threat of Substitutes

A threat from substitutes exists if there are alternative products with lower prices of better
performance parameters for the same purpose. They could potentially attract a significant
proportion of market volume and hence reduce the potential sales volume for existing players.

This category also relates to complementary products. Similarly to the threat of new entrants,
the treat of substitutes is determined by factors like

e Brand loyalty of customers
* Close customer relationships
e Switching costs for customers

e The relative price for performance of substitutes

e Current trends



Strategy Analysis

e) Competitive Rivalry between Existing Players

This force describes the intensity of competition between existing players (companies) in an
industry. High competitive pressure results in pressure on prices, margins, and hence, on
profitability for every single company in the industry. Competition between existing players is
likely to be high when

=" There are many players of about the same size
" Players have similar strategies

=" There is not much differentiation between players and their products, hence, there is much
price competition

= Low market growth rates (growth of a particular company is possible only at the expense of a
competitor)

= Barriers for exit are high (e.g. expensive and highly specialized equipment)



Importance of Environmental Analysis

Environmental analysis involves the study of environment to gather relevant information. Its
importance in strategic management may be mentioned in the following points.

1.ldentification of opportunity and threat: The external environment analysis enables a firm to
identify the opportunity and threat. Business activities are directed towards exploitation of
opportunity and mitigating threats.

2.Determination of strength and weakness: The analysis of internal or firm environment helps
assess the relative strength and weakness. It further assists strategic fit between the strength
and opportunity.

3.ldentification of competitive advantage: Competitive advantage may be defined as the
advantage over the competitors. A firm can achieve competitive advantage if it deploys
resources for exploiting the business opportunities. Through a systematic analysis of industry
environment, a firm can assess its competitive advantage.

4.Strategy formulation: Strategy is a long term action plan. It seeks competitive advantage.
Environmental analysis helps to develop different strategic alternatives and select the most
sustainable growth and development. suitable alternative for a Business Strategy.



Importance of Environmental Analysis

Strategic fit: Strategic fit may be defined as the fit between organizational capabilities and the
likely opportunities. Environmental analysis ensures effective strategic fit.

Strategy implementation: Strategy implementation is related to turning strategy into action.
Implementation requires re-examination of the assumptions. Assumptions are based on
environment. Hence, environmental analysis is also important for strategy implementation.



Hypercompetition

Hypercompetition is a term used to describe
the realities of the competitive scenery. The
conditions of Hypercompetition, are based
on market instability and change.

Simply stating, Hypercompetition is an
environment characterized by intense and
rapid competitive moves. It speeds up the
dynamic strategic interactions among
competitors.

This term was first used by D' Aveni in 1994.
It explains a relentless mode of competitive
behaviours of the firms to force the
competitors out of the industry.
Hypercompetition is often seen in video
games, software, and mobile industry.




Hypercompetition

According to D' Aveni: In Hypercompetition
the frequency, boldness, and
aggressiveness of dynamic movement by
the players accelerates to create a condition
of constant disequilibrium and change.

Market stability is threatened by short
product life cycles, short product design
cycles, new technologies, frequent entry by
unexpected outsiders, repositioning by
incumbents, and tactical redefinitions of
market boundaries as diverse industries
merge.

In other words, environments escalate
toward higher and higher levels of
uncertainty, dynamism, heterogeneity of
the players and hostility.




Hypercompetition

In  hypercompetitive industries, competitive advantage comes from knowledge of
environmental trends and competitive activity. The firms are ready to take for a possible new
advantage. They are willing to replace their own popular products before competitors do so.
This is done to sustain their competitive advantage.

Concept of Internal Environment Analysis

Internal analysis refers to the analysis of the internal resource and capabilities of an
organization. Resource and capabilities are the source of strength and weakness, which reside
in different functional units such as marketing, production/ operation, human resource,
finance and accounting and research and development.

Internal strength and weakness together with opportunity/ threat and a clear mission
statement provide base for objective and strategy formulation. Internal analysis starts with the
following questions;



Concept of Internal Environment Analysis

 How well the current strategy is working?
 What is our current situation?
* What are our strength and weakness?

Internal analysis involves analyzing a series of different value chains. It ensures resources and
competences fit with the external environment, in which the business is operating.

It attempts to assess the inherent strength of the resources base, the quantity of resources
available, the nature of those resources, and the extent to which the resources are unique. It
also examines how differently the resources have been utilized. internal analysis determines
the strategic capability of an

organization. Strategic capability is the adequacy and suitability of the resources

and competencies of an organization for it to survive and prosper.



Process of Internal Environment Analysis

Gather Information: Collect data on the organization's internal factors.
SWOT Analysis: Assess strengths, weaknesses, opportunities, and threats.
Resource Evaluation: Review financial, human, and physical resources.
Culture and Structure: Analyze the organization's culture and structure.
Performance Metrics: Examine key performance indicators.

Competitive Analysis: Compare with competitors.

Stakeholder Consideration: Evaluate stakeholder interests.

Prioritize Findings: Focus on critical strengths and weaknesses.
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Action Plans: Develop specific plans to address issues.
10. Implementation and Monitoring: Put plans into action and track progress.

11. Feedback Loop: Continuously update the analysis as the organization evolves.



Methods and Technigues of Internal Environment Analysis

A. Value Chain Analysis

A business may be seen as a chain of activities that transforms inputs into All the firms in an
industry have similar outputs that create customer value.

Value chain analysis attempts to understand value chain how a business creates customer
value by examining the contribution of different activities within the business to that value.
Value chain analysis allows the firm to understand the parts of its operations that create value
and those that do not.

Understanding these issues is important because the firm can earn return only if it creates
greater value than the costs incurred to create that value. The value chain shows how a
product moves from the raw-material stage to the final customer.

"A value chain is a linked set of value-creating activities that begin with basic raw materials
coming from suppliers, moving on to a series of value-added activities involved in producing
and marketing a product or service, and ending with distributors getting the final goods into
the hands of the ultimate consumer " Wheelen and Hunger



Methods and Technigues of Internal Environment Analysis

Activities in Value Chain

The value chain of a firm is segmented into primary and support activities. They are mentioned
below.

Primary activities involves following:

Inbound logistics are the receiving, storing and distributing of raw materials used in the
production process.

Operations is the stage at which the raw materials are turned into the final product.
Outbound logistics are the distribution of the final product to consumers.

Marketing and sales involve advertising, promotions, sales-force organization, distribution
channels, pricing and managing the final product to ensure it is targeted to the appropriate
consumer groups.

Service refers to the activities needed to maintain the product's performance after it has been
produced, including installation, training, maintenance, repair, warranty and after-sale
services.



Methods and Techniques of Internal Environment Analysis

The support activities and comprise the following:
* Procurement is how the raw materials for the product are obtained.

* Technology development can be used in the research and development stage, in how new
products are developed and designed, and in process automation.

* Human resource management includes the activities involved in hiring and retaining the
proper employees to help design build and market the product.

* Firm infrastructure refers to 'an organization's Structure and its management, planning,
accounting, finance and quality-control mechanismes.

Process of Value Chain Analysis

Identification of Activities

Allocation of cost

Identification of activities that differentiate the firm

Evaluation of value chain



Methods and Technigues of Internal Environment Analysis

Evaluating the Value Chain

* A value chain consists of two types of activities. They are primary and supporting activities.
The effectiveness of a value chain depends on the relationship or linkages between these
activities. The cost and performance of an activity affects the effectiveness of other activities.

* The value chain should be seen as a system of interdependent activities. The linkages
between the activities of an organization can achieve competitive advantage. An organization
can reduce costs and differentiate itself if there is superior linkage among its activities.

* Organization should also understand the relationship between its own value activities with
the activities outside the firm such as supplier, distributor, and customers.

 For example improving the coordination between its own value chain and the supplier's
value chain, both can benefit. A value chain should also be evaluated in terms of inter
organizational unity and relations needed for value creation.



Evaluating the Value Chain

Cost Efficiency Analysis

Cost efficiency is the utilization of organizational resource in such a way that the overall costs
are minimized without compromising in the quality.

Value chain analysis always attempts cost efficiency. It may be a source of competitive
advantage since it is the source of superior customer value.

Cost efficiency is the means of strategic capability. Because of following;:

e Cost have to be kept as low as possible in relation to value provided.

e Since the competitor constantly try to lower down their cost, cost efficiency become a
requirement of survival in a market.

There are different ways of analyzing cost efficiency as mentioned below.

Economies of Scale: it is the cost advantage arise from the increased production volume.
Organization can produce at low cost with increase volume of production. This can be achieved
in vehicles, chemical, metal industries.



Evaluating the Value Chain

Cost Efficiency Analysis

Supply cost: supply cost is very important in overall cost position. Location is the factor that
influences supply cost. It is because most of the steel or glass factories are located close to raw
material or energy sources.

Product process and design: efficiency in product process leads to decrease in overall cost of
production. Similarly, product design also affects the cost efficiency. Simplified product design
reduce the cost during production sales which would be the competitive advantage.

Experience: it is a another key sources of cost efficiency. Study have shown that experienced
firms are able to reduce unite cost significantly. The experience firms learn how to conduct
particular activity more efficiently and develop core competency in the activity.

B. Effectiveness Analysis

Effectiveness analysis involves analysis of product features to match customer requiems. Under
this, different features of product and their contribution in customer satisfaction are analyzed
and evaluated. The objective is to enhance product effectiveness by matching customer
requirement and product features.



Under effectiveness analysis, the following considerations are made.

1. Customer Requirement
* Product Attributes

* Service Expectations

* Price Sensitivity

2. Value Add By Organization
Product features

Service performance
Communication

3. Degree to Matching:

it refers matching between product features and value added by the organization. If there is
reconciliation between the above two matching is high. It leads to customers satisfaction and
increased sales.



C. Comparative Analysis

Comparative analysis involve the comparison of capability of an organization with the
competitors. It also involves the comparison of the present performance an organization with its
past performance. It also helps ot understand the strong and weak performance by comparing it
competitors. There are different techniques of comparative analysis.

Historical analysis: under this the present performance of an organization is compared with its
past performance. It assess the strength and weakness and prepares an organization for
competitive advantages.

Industry standards: it refers to the accepted performance standard of an industry. Performance of
organization is compared with the industry standard. It helps to identify corrective actions to
enhance organization performance.

Benchmarking: it is the continual process of measuring products services, and practices against
the toughest competitors or the industry leaders.



Strategic Advantage Profile (SAP)

 Strategic Advantage Profile (SAP) shows how
strong or weak a company i1s compared to its
competitors in key strategic areas.

Purpose of SAP

* To assess competitive advantages and

disadvantages
* SAP shows where a firm is strong or weak * To compare the firm with major
across important strategic factors such as cost, competitors

quality, technology, market share, and
management capability. It helps managers
understand the firm’s overall competitive * To 1dentify areas needing improvement
position in the industry. or investment

* To support strategy formulation



Key Factors Analyzed in SAP

* Key Factors Analyzed in SAP

* Market position and share How SAP is Prepared

* Product or service quality e Identify key strategic factors.

* Cost efficiency  Compare the firm’s performance with
 Technology and innovation competitors.

e Distribution and customer service  Rate each factor as strong, average, or weak.

» Management and organizational capability ¢ Summarize results to identify overall strategic

: . advantage.
* Financial strength :



Financial Analysis

* Financial analysis helps managers
understand whether the organization has

the financial capacity to support its Objectives of Financial Analysis
strategies and long-term goals.

* To assess profitability of the firm

. . .. * To evaluate liquidity and solvency position
* Financial analysis is the process of

examining a company’s financial * To analyze financial strengths and weaknesses
statements to evaluate its financial

performance, position, strengths, and
weaknesses for strategic decision-making. ¢ To judge the firm’s ability to invest and grow

* To support strategic planning and control



Major Tools of Financial Analysis

1. Ratio Analysis
e Liquidity ratios (Current ratio, Quick ratio) 3. Common-Size Statements

« Profitability ratios (Net profit ratio, ROA, * Financial statements expressed in percentages

ROE) * Helps compare companies of different sizes
* Solvency ratios (Debt—equity ratio)

* Efficiency ratios (Inventory turnover, Asset 4 Cash Flow Analysis

turnover : :
) * Analysis of cash inflows and outflows

2. Trend Analysis
Y * Shows ability to meet short-term obligations

* Comparison of financial data over several
years

* Shows growth or decline patterns



SWOT Analysis for Strategies

SWOT Analysis 1s a strategic tool used to
formulate suitable strategies by analyzing
internal and external factors affecting an
organization.

SWOT stands for:

Strengths: Internal capabilities and resources
Weaknesses: Internal limitations
Opportunities: External favorable conditions

Threats: External challenges and risks

Role of SWOT 1n Strategy Formulation

* SWOT helps managers match internal
strengths and weaknesses with external
opportunities and threats to develop
appropriate strategies.

Types of Strategies using SWOT:

(Strength—Opportunity) Strategies Use strengths
to exploit opportunities

Example: Strong brand + growing market



(Weakness—Opportunity) Strategies

* Overcome weaknesses by using
opportunities

Example: Training employees to adopt new
technology

(Strength—Threat) Strategies Use strengths
to avoid or reduce threats

Example: Cost efficiency to face price
competition

(Weakness—Threat) Strategies

Minimize weaknesses and avoid threats

Example: Retrenchment or defensive
strategies
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4 Strategy Formulation:

Strategy formulation is the foundational process of

developing appropriate strategies that empower an
- organization to achieve its mission, vision, and long-term
objectives.
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\/ » This crucial stage follows a comprehensive analysis of
- internal strengths and weaknesses, alongside external
opportunities and threats.
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. It involves meticulously deciding what to do, how to do it,
T\‘ : do it, and where to compete to forge and sustain a
‘ formidable competitive advantage in the market.
-
-
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Strategic Alternative at Different Levels

Corporate level strategy

Corporate level strategy refers to the overall
strategy that an organization employs to guide
its actions and achieve specific goals.

It is concerned with the scope and direction of
the entire organization and involves decisions
about which industries and markets to enter or
exit, how to allocate resources among different
businesses, and how to create synergies
among them.

Corporate level strategy is typically formulated
by top management and helps in achieving
long-term sustainability and competitive
advantage. There are several types of
corporate level strategies:

Types of Corporate Level Strategy

L Y '
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Expansion Strategy
Retrenchment Strategy

Combination Strategy
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1. Stability Strategy:

A stability strategy is employed when a
company wants to maintain its current
business operations and market share.

* The organization does not seek significant
growth, nor does it make substantial changes
to its products or services. Instead, the focus is
on maintaining stability and often involves
refining  existing  processes, improving
efficiency, and controlling costs.

* This strategy is suitable when the company
believes it is operating in a stable environment
and wants to avoid unnecessary risks..




1. Process with Caution Strategy:

* The "process with caution" strategy under stability involves
making minor adjustments and improvements to existing
processes and operations.

 Companies employing this approach do not seek radical
changes but instead focus on incremental adjustments to
enhance efficiency, reduce costs, or improve quality. The
key characteristics of this strategy include:

* Continuous Improvement: Regularly identifying areas for
improvement and implementing small changes in processes
and operations.

* Cost Efficiency: Finding ways to reduce costs without
disrupting existing operations, such as renegotiating
contracts with suppliers or optimizing internal processes.

* Quality Enhancement: Focusing on improving the quality of
products or services to maintain customer satisfaction and
loyalty.



2. No-Change Strategy:

The "no-change" strategy, as the name suggests, involves
maintaining the status quo without making any
alterations to the current business operations. This
approach is suitable when the company is performing
well, market conditions are stable, and there is no
immediate need for change. Key elements of the no-
change strategy include:

Status Quo Maintenance: Maintaining existing
products, services, processes, and market presence
without introducing new offerings or significant
changes.

Consolidation: Focusing on consolidating market share
and reinforcing the company's position in the existing
market rather than exploring new markets or ventures.

Steady-State Operations: Avoiding unnecessary risks
and maintaining a steady-state of operations without
pursuing aggressive growth or retrenchment strategies.




3. Profit Strategy:

The "profit strategy" within stability focuses on maximizing
profits within the existing business model. Companies
adopting this approach aim to optimize revenue streams,
manage costs efficiently, and improve profitability without
deviating from their core competencies. Characteristics of the
profit strategy include:

* Profit Maximization: ldentifying high-margin products or
services and focusing resources on promoting and selling
these offerings.

* Cost Rationalization: Analyzing cost structures and finding
ways to reduce unnecessary expenses to increase overall
profitability.

e Customer Retention and Upselling: Focusing on retaining
existing customers and encouraging them to purchase
additional products or services, thus increasing revenue
without expanding into new markets.




Advantages of Stability Strategy:

Consistency and Predictability:

» Stable environment for employees and customers.
Efficiency in Operations:

* Focus on optimizing existing processes and operations.

Customer Loyalty:

* Strong customer relationships and loyalty due to consistent
offerings.

Employee Retention:

 Higher employee retention rates in a stable work
environment.

Capital Conservation:

 Avoidance of risky investments, conserving financial
resources.



Disadvantages of Stability Strategy:
Missed Opportunities for Growth:

* Potential loss of market share to competitors due to lack of
innovation.

Competitive Disadvantage:

* Risk of being outperformed by more agile and adaptive
competitors.

Market Obsolescence:

* Risk of products becoming obsolete in the face of evolving
market demands.

Decreased Motivation and Creativity:

* Potential decline in employee motivation and creativity
without new challenges.

Inflexibility in Crisis:

* Difficulty in adapting quickly during economic downturns or
unexpected crises.




2. Expansion/Growth Strategy:

Expansion or growth strategies are employed
when a company aims to expand its operations,
increase market share, or enter new markets.
There are various methods of expansion,
including:

1. Concentration Strategy:
Market Penetration:

Objective: Increasing market share in existing
markets with existing products through aggressive
marketing strategies.

Approach: Attracting more customers from the
same market segment, possibly by offering
discounts, promotions, or improving customer
service.




1. Concentration Strategy:
Market Development:

Objective: Introducing existing products or
services into new markets or customer segments.

Approach: Identifying untapped markets or
demographics and tailoring marketing and sales
efforts to reach these new customers.

Product Development:

Objective: Creating new products or services to
meet the needs of existing markets.

Approach: Researching customer needs and
preferences to develop new or improved products
that cater to the current customer base.




2. Diversification Strategy:
Related Diversification:

Objective: Entering new businesses or
industries that are related to the company's
existing businesses.

Approach: Leveraging existing capabilities,
technologies, or distribution channels to enter
related markets. This can create synergies and
reduce risks.

Unrelated Diversification (Conglomerate
Diversification):

Objective: Entering new businesses or
industries that have no connection to the
company's existing businesses.

Approach: Venturing into entirely different
markets, often to spread risks. Companies
might diversify into unrelated businesses to
reduce dependency on one industry or market
segment.




Advantages of expansion and growth
strategies:

Increased Market Share:

Expansion strategies allow companies to
capture a larger market share, increasing their
influence in the industry.

Revenue Growth:

Growing the customer base and entering new
markets can significantly increase revenue
streams.

Economies of Scale:

Larger operations often lead to economies of
scale, reducing production costs and
increasing profitability.

Enhanced Brand Recognition:

Expansion into new markets can increase
brand visibility, leading to greater brand
recognition and customer trust.




Advantages of expansion and growth strategies:
Diversification of Revenue Streams:

Entering new markets or launching new
products/services can diversify revenue sources,
reducing dependence on a single market or
product.

Access to New Talent and Resources:

Expansion can provide access to a wider pool of
skilled professionals and resources, fostering
innovation and growth.

Competitive Advantage:

Rapid expansion and growth can create a
competitive advantage, making it challenging for
competitors to keep up.

Increased Bargaining Power:

Larger market share and increased revenue can
enhance the company's bargaining power with
suppliers and distributors.




Advantages of expansion and growth
strategies:

Opportunity for Innovation:

Growth often necessitates innovation, driving
the company to develop new products or
improve existing ones to meet market
demands.

Attracting Investment and Partnerships:

Successful expansion strategies can attract
investors and potential business partners,
leading to additional resources and
opportunities.




Implementing growth strategies

Implementing growth strategies involves
making deliberate choices and taking actions
to expand a company's business, increase its
market share, and enhance its overall
performance.

Here are some key aspects of each growth
strategy: internal development, mergers and
acquisitions (M&A), joint development, and
strategic alliances:

1. Internal Development:

Internal development, also known as organic
growth, involves expanding the business using
the company's own resources and capabilities.
This strategy often requires careful planning
and execution. Here's how to implement
internal development as a growth strategy:




1. Internal Development:

Internal development, also known as organic
growth, involves expanding the business using
the company's own resources and capabilities.

This strategy often requires careful planning
and execution. Here's how to implement
internal development as a growth strategy:

Market Research: Conduct thorough market
research to identify new opportunities,
customer needs, and trends.

Product Development: Innovate and develop
new products or services that meet customer
demands or address market gaps.

Expansion: Open new locations, enter new
geographic markets, or launch e-commerce
platforms to reach a wider customer base.




Implementing growth strategies
Mergers and Acquisitions (M&A):

M&A growth strategies involve acquiring or
merging with other companies to achieve
rapid growth or gain a competitive advantage.

mergers can be categorized into different
types based on the nature of the businesses
involved. Here are the four main types of
mergers: horizontal, vertical, concentric, and
conglomerate. I'll provide a brief overview of
each type:

Horizontal Merger:

A horizontal merger occurs when two
companies operating in the same industry and
producing similar goods or services combine
their operations. The goal is often to achieve
economies of scale, reduce competition, and
increase market share. For example, if two
competing smartphone manufacturers merge,
it would be considered a horizontal merger.




Implementing growth strategies
Mergers and Acquisitions (M&A):
Vertical Merger:

A vertical merger takes place when two companies
in the same industry but at different stages of the
production process merge. The companies
Involved in a vertical merger are usually buyers and
suppliers. This type of merger can help in
streamlining operations, reducing costs, and
improving efficiency. For instance, if a «car
manufacturer merges with a tire company, it
would be a vertical merger.

Concentric Merger:

A concentric merger occurs between companies
that serve the same customer base but offer
different products or services. The products or
services are related in some way, either
technologically, functionally, or in the distribution
chain. The merger aims to diversify the product or
service offerings to the existing customer base. An
example of a concentric merger would be a
software company merging with a cybersecurity
firm, both catering to the technology sector but
offering different services.

Vertical Integration

Purchase of Companies
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Ace Meat
Industries

}

Deivery Wagons =Y

Q

Refrigerated Raikroad Cars

4
Slaught;whouse m

Cattle

Lo e

Meat Packing Plants -

Cooled Warehouses

Purchase of Competing
Companies in Same Industry

US.OIIComuy} |

'I_) i m ' h
IndepeodentOilReﬁneries\

- ' ~

i ) \ ’ )

o\ o\ oA @




Implementing growth strategies
An example of a pure conglomerate merger

would be a food company merging with a
Conglomerate Merger: media company, while a mixed conglomerate
merger could involve a technology company
merging with a healthcare company.

Mergers and Acquisitions (M&A):

* A conglomerate merger happens when two
companies that are in unrelated business
areas merge. This type of merger is often
pursued to diversify the business, reduce
risk, and enter new markets.

* Conglomerate mergers can be either pure
conglomerate mergers (involving companies

from entirely different industries) or mixed >~ =

conglomerate mergers (involving companies +
from related but not directly competing
industries). Individual Companies Conglomerate



Implementing growth strategies
Joint Development:

Joint development involves collaborating
with another company to jointly develop new
products, technologies, or solutions. Here's
how to implement this strategy:

Partner Selection: Identify potential partners
with complementary strengths, resources,
and expertise.

Agreement: Negotiate a clear and detailed
partnership  agreement that outlines
responsibilities, intellectual property rights,
and revenue sharing.

Collaborative R&D: Engage in joint research
and development efforts to create innovative
solutions.

Project Management: Use effective project
management techniques to ensure the
collaboration progresses smoothly.

Market Entry: Together, launch and market
the jointly developed products or services.
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Implementing growth strategies
Strategic Alliances:

Strategic alliances involve partnering with other
organizations for mutual benefit, without
necessarily sharing ownership or combining
operations. Implementing strategic alliances
involves:

ldentify Partners: Identify potential partners that
offer complementary resources, distribution
channels, or market access.

Negotiation: Negotiate clear terms and
objectives for the alliance in a formal
agreement.

Collaborative Efforts: Collaborate on specific
projects, marketing campaigns, or initiatives that
benefit both parties.

Continuous Communication: Maintain open and
effective communication with alliance partners.

Performance Evaluation: Regularly assess the
alliance's performance and adjust strategies as
needed.







Reasons for Strategic Alliances

Access to New Markets: Companies may form alliances with local
partners to gain access to new geographic markets where the
local partner has a strong presence and understanding of the
market dynamics.

Risk Sharing: By forming alliances, companies can share the risks
and costs associated with developing new products, entering
new markets, or conducting research and development. This
shared risk can provide a safety net, especially in uncertain or
volatile business environments.

Resource Sharing: Companies can pool their resources, including
technology, expertise, production capabilities, or distribution
networks, to achieve economies of scale and enhance efficiency.
This can lead to reduced costs and increased competitiveness.

Complementary Capabilities: Strategic alliances allow companies
to leverage each other’s complementary strengths. For example,
one company might excel in research and development, while
another has a robust distribution network. By forming an
alliance, they can combine these capabilities for mutual benefit.

Innovation: Collaborative efforts often lead to innovation. When
companies from different backgrounds come together, they can
exchange ideas and technologies




Speed to Market: Alliances can expedite the time it takes to bring
a product or service to market. By leveraging existing resources
and distribution channels, companies can significantly reduce the
time and effort needed for market entry.

Learning Opportunities: Companies can learn from their alliance
partners, gaining insights into new business practices, cultures
and management techniques. This mutual learning can be
invaluable for both parties involved.

Competitive Advantage: Strategic alliances can enhance ¢
company’s competitive advantage by providing access to unique
resources, technologies, or market insights that competitors may
not have. This advantage can be a key differentiator in the
market.

Regulatory Compliance: In some industries, navigating comple:
regulatory environments is a challenge. Strategic alliances car
help companies comply with regulations by partnering witl
organizations that have expertise in regulatory affairs.

Flexibility: Alliances offer flexibility, allowing companies to enter
into partnerships for specific projects or time frames without the
long-term commitment associated with mergers or acquisitions.




Types of Strategic Alliances

Joint Venture:

A joint venture (JV) is a strategic alliance where two or more
companies create a separate legal entity to share their
resources, risks, and rewards in a specific project or business
activity. Joint ventures are often established for a finite period
and a well-defined purpose.

Companies pool their expertise, capital, and resources to
achieve mutual benefits.

Joint ventures are common in industries where collaboration
is necessary to enter new markets or develop new products.

JOINT VENTURE
PARTNERSHIP



Types of Strategic Alliances

Equity Alliance:
]

* In an equity alliance, two or more companies

acquire equity stakes in one another. This Types and Structure of Alliances
means that each company involved holds — /Sx::,:::::;z:::i:;::t?;:iaf::i;o,
shares or ownership interest in the other(s). oormas cspetigonmcs Al gk e

accesses Fiat technology and facilities in

y
‘ exchange for helping Fiat sell its brands in

(parents) create a legally

* Equity alliances can lead to a closer and more st | s
long-term  relationship ~ between  the ‘6'8~E"C”°"“°<"""*media’ |
companies.

* By having ownership stakes, the companies
are more intersted in each other's success.
This type of alliance can provide strategic
advantages such as shared technology, joint

research and development, and collaborative = Prof William Gadison Earsapatrko T dovoy
. Strategic Planning - Live Class to customers)
marketing efforts.

-——
Companies collaborate to

supply, produce, market or
distribute products of the
partner over an extended
period of time but without
substantial ownership
investment in the alliance
(e.g. Dell Computer & Federal
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Types of Strategic Alliances

Non-Equity Alliance:
]

A non-equity alliance involves collaboration

between companies without the exchange of Types and Structure of Alliances
equity stakes. /fv"vﬁfrlﬁ?:?it’ﬁi"ﬁfjiiifﬁi Siance o
another partner

(e.g. Fiat acquires 35% of Chrysler. Chrysler
accesses Fiat technology and facilities in
exchange for helping Fiat sell its brands in

e Unlike equity alliances, the partners do not e

own shares in each other's companies. et s
Instead, they collaborate on specific projects, (e.g.g,icmnm{m;media,

share knowledge, resources, or distribution
channels without a direct financial
investment in each other's organizations.

-——
Companies collaborate to

supply, produce, market or
distribute products of the

' partner over an extended
period of time but without
substantial ownership
investment in the alliance
(e.g. Dell Computer & Federal

* Non-equity alliances are more flexible and
allow companies to cooperate without the

complexities associated with ownership = ProfWilliamGadison Cores e o T ey
. Strategic Planning - Live Class to customers)
interests.
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Component for the success of strategic Alliance
Trust:

Partners must trust each other to fulfill their
commitments, share resources, and work towards
common goals. Trust is built through open|
communication, transparency, and consistent A

behavior.

Top Management Support:

Strong support from top management is vital for the
success of a strategic alliance. Top management can
allocate necessary resources, provide guidance, and
resolve conflicts.

Clear Performance Expectations:

All partners should have a shared understanding of
the alliance's goals, objectives, and key performance
indicators (KPls). These expectations should be well-
defined, measurable, and achievable.




Retrenchment strategy

* A retrenchment strategy is a corporate-level
strategy that involves reducing the size or
diversity of an organization's operations.

* Companies may implement a retrenchment
strategy for various reasons, such as financial
difficulties, declining market demand, excessive
debt, or inefficient operations.

 Retrenchment strategies are typically used
when a company is facing significant challenges
and needs to make drastic changes to improve
its performance and ensure its long-term
survival.

* There are several ways a company can
implement a retrenchment strategy:




Some of retrenchment strategy are:

Turnaround strategy, captive company strategy,
divestment strategy, Bankruptcy strategy.

Turnaround Strategy:

* A turnaround strategy is implemented when a
company is underperforming or facing financial
distress.

* It involves making significant changes to
improve the company's performance and
restore profitability.

* This can include cost-cutting measures,
operational improvements, product innovation,
and other changes aimed at reviving the
business.




Captive Company Strategy:

Captive company strategy involves reducing expenses by bringing previously outsourced
functions or services in-house.

By internalizing certain operations, the company aims to save costs associated with outsourcing
and gain better control over the quality and efficiency of those functions.

Divestiture Strategy:

Divestiture strategy involves selling off a portion of the company, such as a subsidiary, division, or
product line. By divesting underperforming or non-core assets, the company can generate funds,
reduce debt, and focus on its core business operations.

Bankruptcy Strategy:

When a company is unable to meet its financial obligations and is burdened with debt, it may file
for bankruptcy. Bankruptcy strategies involve legal processes to restructure the company's debt,
negotiate with creditors, and develop a plan to repay or discharge debts. Bankruptcy can provide
a way for the company to alleviate its financial burdens and, in some cases, continue operating
after reorganization.



Advantages of Retrenchment

Cost Reduction: Retrenchment helps in reducing
operational costs, including labor, overhead, and
other expenses, leading to immediate financial
savings for the company.

Focus on Core Competencies: By divesting non-core
businesses or assets, the company can concentrate
its resources and efforts on its core competencies,
improving efficiency and competitiveness.

Increased Profit Margins: Cost reductions often result
in higher profit margins, especially if the company
can maintain or increase its revenue streams while
cutting costs.

Resource Reallocation: Retrenchment allows the
reallocation of resources (both financial and human)
from underperforming areas to more profitable or
strategic areas of the business.

Advan ages and
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Advantages of Retrenchment

Debt Reduction: Selling non-core assets or
profitable divestitures can generate funds that
the company can use to pay off debts, reducing
interest payments and improving financial
stability.

Improved Focus: A retrenchment strategy can
lead to improved focus and clarity of purpose
within the organization, aligning the company's
efforts with its core mission and strategic
objectives.

Enhanced Flexibility: Streamlining operations
and reducing fixed costs provide the company
with greater flexibility to adapt to changing
market conditions and invest in new
opportunities.

Advant ages and
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Enhanced Shareholder Value: If successful, a retrenchment strategy can
enhance shareholder value by improving profitability and focusing on
activities that generate higher returns on investment.

Competitive Advantage: A more focused and efficient company can gain
a competitive advantage in the market, especially if competitors are
slower to adapt to changing economic conditions.

Survival: In some cases, retrenchment is necessary for the survival of the
company. By cutting costs and focusing on core activities, the company
can weather financial storms and position itself for future growth when
economic conditions improve.

Reputation Management: A well-executed retrenchment strategy can
enhance the company's reputation by demonstrating proactive efforts to
address financial challenges and ensure the long-term sustainability of
the business.

Strategic Reorientation: Retrenchment can provide the opportunity for
the company to reevaluate its strategic direction, explore new markets,
or invest in emerging technologies, leading to long-term growth
prospects.



Disadvantages

* Employee Morale Issues: Layoffs and job cuts can lead to decreased employee morale and
motivation. Surviving employees may experience increased stress and anxiety, leading to
decreased productivity and commitment to the company.

* Talent Loss: The company might lose valuable, experienced employees during downsizing,
making it difficult to rebuild the workforce when economic conditions improve. This loss of
institutional knowledge can impact the company's long-term prospects.

* Reputation Damage: Layoffs and retrenchment activities can damage the company's
reputation, both internally and externally. Negative publicity and public perception can affect
customer trust and investor confidence in the company.

* Disruption of Operations: The process of downsizing and restructuring can cause disruptions in
day-to-day operations. Uncertainty and changes in roles and responsibilities can lead to
confusion and decreased efficiency.

* Decreased Innovation: A focus on cost-cutting might lead to reduced investment in research
and development, innovation, and new product development, hindering the company's ability
to compete in the future.



Disadvantages

* Supplier and Partner Relationships: Cost-cutting measures might strain relationships with
suppliers and partners if contracts are renegotiated or if the company delays payments,
potentially affecting the supply chain and partnerships.

* Customer Dissatisfaction: Service quality and customer satisfaction may decline due to reduced
resources, impacting customer relationships and loyalty. Unhappy customers can result in
reduced sales and damaged brand reputation.

e Legal and Ethical Challenges: Implementing retrenchment strategies, especially layoffs, must
comply with labor laws and regulations. Mishandling the process can lead to legal disputes,
fines, or damage to the company's reputation.

 Difficulty in Rebuilding: Rebuilding the company after a retrenchment can be challenging. It
takes time and effort to hire and train new employees, rebuild relationships, and regain the
market share lost during the retrenchment period.

* Negative Organizational Culture: Layoffs and retrenchment can create a culture of fear and job
insecurity within the organization. This can hinder collaboration, creativity, and overall
teamwork among employees.



Combination or mixed strategy

A combination or mixed strategy in the context of corporate strategy refers to a strategic
approach that combines elements of two or more different types of strategies to address specific
business challenges or opportunities. It involves blending various strategic options to create a
customized plan that aligns with the organization's goals and circumstances. Here are some
examples of combination or mixed strategies:.

Differentiation and Cost Leadership: This strategy combines elements of both differentiation
(offering unique products or services) and cost leadership (competing on price) to create a
unique value proposition. Companies employing this strategy aim to provide high-quality
products or services at competitive prices.

Focus and Diversification: Combining focus (concentrating on a narrow market segment) and
diversification (expanding into new markets or industries) can allow a company to maintain its
core business while exploring growth opportunities in related or unrelated areas.

Product Innovation and Market Expansion: Companies can combine a focus on product
innovation with market expansion to introduce new products or services to existing markets or
take innovative offerings to new markets.

Retrenchment and Market Development: Combining a retrenchment strategy (cutting costs and
divesting non-core assets) with market development (expanding into new geographic regions or
customer segments) can help a company stabilize its finances while pursuing new growth
avenues.



Advantages

Increased Flexibility

Risk Diversification

Optimized Resource Allocation
Enhanced Competitive Advantage

Synergy Creation

Disadvantages

Complexity and Management Challenges:
Conflicting Objectives

Resource Drain

Difficulty in Achieving Synergy



2.Business-level strategy/Competitive Strategy

Business-level strategy, also known as competitive
strategy, is a strategic approach that a company employs
to gain a competitive advantage and achieve success
within a particular market or industry.

* |t focuses on how a company competes in a specific
market segment or with a particular group of
customers.

* Business-level strategy addresses the fundamental
qguestions of how a company will create and sustain
value for its customers while outperforming
competitors in its chosen market or industry.




2. Business-level strategy/Competitive Strategy

Michael Porter, a renowned strategy expert,
developed Porter's Generic Strategies, which
outline three fundamental approaches to
achieving competitive advantage in a market.

These strategies are based on the extent of
differentiation and cost leadership within an
industry. Here are Porter's competitive strategies:

Cost Leadership:

Cost leadership strateqgy aims to become the
lowest-cost producer in an industry.

Cost Leagership Strateqy



Way of cost Reduction:
Economies of Scale:

* Definition: Economies of scale occur when the
average cost per unit decreases as production
volume increases. In other words, the more units a
company produces, the lower the cost per unit.

* Implementation: Increase production quantities to
take advantage of bulk discounts, lower per-unit
production costs, and efficient use of resources.

Capacity Utilization:

Definition: Capacity utilization refers to the extent to
which a company's production capacity is being used.
Underutilized capacity means wasted resources, while
optimal or overutilized capacity can lead to increased
efficiency.

Implementation: Adjust production schedules to
match demand, avoid idle time for machinery and
labor, and balance production capacity with market
needs.

Cost Leadership Strategy



Way of cost Reduction:
Experience and Learning Curve:

* The learning curve suggests that as employees
and processes become more experienced, the
time and resources required to produce a unit
decrease, leading to cost savings.

* Implementation: Invest in employee training,
improve processes based on experience, and
standardize procedures to reduce production
time and errors.

Resource Sharing:

* Definition: Sharing resources, such as facilities,
equipment, or personnel, with other
organizations can reduce costs by spreading
expenses across multiple entities.

* Implementation: Collaborate with other
businesses for shared use of facilities, engage in
joint ventures, or outsource non-core functions
to specialized service providers.

Cost Leadership Strategy



Way of cost Reduction:
Low-Cost Materials:

Definition: Sourcing materials and components at lower costs without compromising quality
can significantly reduce production expenses.

Implementation: Negotiate favorable contracts with suppliers, explore alternative suppliers,
bulk purchasing, and consider global sourcing to find lower-cost raw materials.

Direct Marketing:

Definition: Direct marketing involves reaching customers directly without intermediaries,
reducing distribution costs and increasing the effectiveness of marketing efforts.

Implementation: Utilize online marketing, social media, email campaigns, and targeted
advertising to directly reach potential customers, reducing reliance on expensive traditional
advertising methods.

Simple Product Design:

Definition: Simplifying product design without sacrificing essential features can reduce
manufacturing complexity and costs.

Implementation: Streamline product features, use standard components, and design products
that are easy to manufacture, assemble, and maintain, reducing production and warranty
costs.



Conditions of success of cost leadership strategy:

The success of a cost leadership strategy relies on several key conditions within the market and
industry. When these conditions are present, a company implementing a cost leadership
strategy is better positioned to achieve a competitive advantage. Here are the conditions that
support the success of a cost leadership strategy:

High Price Competition:

When there is intense competition in the market based on price, companies pursuing cost
leadership can thrive. Customers are more likely to compare prices and opt for the lowest-cost
option, creating a significant advantage for cost leaders.

Standardized Products or Services:

Cost leadership is particularly effective in industries where products or services are relatively
standardized, and customers perceive little differentiation between brands or suppliers. In
such markets, price often becomes a deciding factor for buyers..

Price-Sensitive Customers:

A cost leadership strategy is successful when the target market consists of price-sensitive
customers who prioritize lower prices over other factors like brand loyalty or unique features.
These customers are more likely to switch suppliers to save money.



Conditions of success of cost leadership strategy:
Similar Products or Services:

In markets where products or services are largely similar across competitors, cost leadership
can provide a distinct advantage. When differentiation is minimal, customers are more likely to
choose the cheapest option, making cost leadership a compelling strategy.

Low Switching Costs:

If switching from one supplier to another involves minimal costs or disruptions, customers are
more inclined to choose the supplier offering the lowest price. Low switching costs make it
easier for price-sensitive customers to switch to the most cost-effective option.

High Buyer Power:

When buyers have significant bargaining power, they can demand lower prices from suppliers.
Companies employing a cost leadership strategy can negotiate favorable terms with price-
sensitive buyers, securing contracts and orders due to their ability to offer lower prices..



Conditions of success of cost leadership strategy:
Operational Efficiency:

Cost leadership strategies require a high level of operational efficiency. Companies must
optimize their production processes, supply chain management, and resource utilization to
minimize costs without compromising quality. Efficient operations are essential for sustaining
lower production costs.

Economies of Scale:

Cost leadership strategies benefit from economies of scale, where the per-unit cost decreases
as production volume increases. Larger production quantities allow for bulk purchasing,
efficient resource utilization, and reduced per-unit overhead costs.

Continuous Cost Monitoring and Improvement:

Successful cost leaders continuously monitor their costs and look for ways to improve
efficiency. Regular cost analysis, process optimization, and cost reduction initiatives are crucial
for maintaining a competitive edge in the market.



Benefits

Cost leadership is a business strategy that aims to produce goods or services at the lowest
possible cost. This approach can offer several benefits to businesses:

Competitive Advantage: By being able to offer products or services at a lower cost, a company
can gain a competitive advantage in the market. Lower prices can attract price-sensitive
customers away from competitors.

Higher Profits: Cost leadership can lead to higher profits if the company can maintain a
sufficient level of sales. Lower production costs mean that a higher percentage of revenue can
be retained as profit.

Economies of Scale: Large-scale production often leads to economies of scale, where the cost
per unit decreases as the production quantity increases. This is especially true in
manufacturing, where bulk purchasing and efficient production processes can significantly
reduce costs.

Increased Market Share: Lower prices can lead to increased market share, especially in price-
sensitive markets. This increased market share can further reinforce cost leadership as the
company may negotiate even lower costs due to higher purchasing volumes..



Benefits

Flexibility in Pricing: Companies with low-cost structures have the flexibility to lower prices
further if needed, making it difficult for competitors to match or beat their prices without
compromising their own profitability.

Higher Margins in the Long Run: While initial investments might be necessary to achieve cost
leadership (such as investments in technology or process optimization), in the long run, these
investments often result in higher profit margins due to reduced production costs.

Survival in Price Wars: In industries where price wars are common, a company with a cost
leadership strategy is better equipped to survive. They can sustain lower prices for a longer
period without suffering significant losses.

Efficiency Improvements: Pursuing cost leadership often requires streamlining operations and
improving efficiency. These process improvements can lead to a more agile and responsive
organization, capable of adapting to changing market conditions.

Investment in Research and Development: Higher profits resulting from cost leadership can be
reinvested in research and development, enabling the company to innovate and maintain its
competitive edge in the long term...



Sustaining cost leadership

Sustaining a cost leadership strategy over the long term requires continuous effort, strategic
planning, and adaptability to changing market conditions. Here are some strategies to sustain
cost leadership:

Continuous Cost Monitoring and Reduction: Regularly monitor all costs, not just production
costs but also overheads, and identify areas where further savings can be made. This might
involve renegotiating contracts with suppliers, optimizing production processes, or investing in
new technologies to enhance efficiency.

Economies of Scale: Continuously strive to increase production volumes to benefit from
economies of scale. As the production scale increases, the cost per unit decreases, allowing
the company to maintain its low-cost advantage.

Technological Investments: Invest in technology and automation to streamline processes and
reduce labor costs. Technology can improve efficiency and reduce the likelihood of errors,
ultimately lowering operational costs.

Supplier Relationships: Develop strong relationships with suppliers. Negotiate favorable terms
and consider long-term contracts to secure stable and lower-cost inputs. Collaborate with
suppliers to find innovative ways to reduce costs together....



Sustaining cost leadership

Innovative Procurement: Explore alternative sources for raw materials and components.

Sometimes, finding new suppliers or negotiating different terms can lead to significant cost
savings.

Quality Management: While the primary focus is on reducing costs, maintaining a certain level
of quality is essential. Poor quality can lead to increased returns, warranty claims, and
customer dissatisfaction, which can negate the benefits of cost leadership.

Employee Involvement: Encourage and empower employees to suggest cost-saving ideas.

Employees working closely with processes often have valuable insights into where
improvements can be made.

Energy Efficiency: Implement energy-efficient practices and technologies to reduce utility
costs. Energy-efficient processes not only save costs but also contribute positively to the
environment, which can enhance the company’s reputation.

Lean Management: Adopt lean management principles to eliminate waste and optimize

processes. Techniques like Six Sigma and Kaizen can help in identifying and rectifying
inefficiencies in operations.....



Differentiation Strategy:

Definition: Differentiation strategy involves
creating a product or service that is perceived as
unique and distinct in the industry. The goal is to
offer something that is valued by customers,
allowing the company to command premium
prices.

Bases of Differentiation
1. Unique Product Performance:

Reliability: A product that consistently performs
as expected and delivers its promised benefits
builds customer trust.

Efficiency: Products that help customers achieve
their goals more efficiently or effectively than
competitors’ products provide a competitive
edge.

Durability: Long-lasting products can lead to
customer satisfaction and positive reviews,
reinforcing your brand's reputation..



2. Unique Product Features:

Innovative Features: Introducing new and
innovative features that solve customer problems
or enhance their experience can set your product
apart.

Customization: Allowing customers to customize
products according to their preferences can
create a personalized experience, fostering
customer loyalty.

Ease of Use: Products that are intuitive and easy
to use appeal to a broader customer base,
especially in today's user-centric market.



3. Unique Services:

Exceptional  Customer  Service: Providing
outstanding customer service, such as 24/7
support, knowledgeable staff, and quick issue
resolution, can be a powerful differentiator.

Convenience: Services that save customers time
and effort, like fast delivery or hassle-free
returns, can be a significant competitive
advantage.

Value-Added  Services:  Offering additional
services or benefits beyond the core product,
such as extended warranties, training, or
complementary products, can enhance customer
satisfaction.



4. Detailed Information:

Transparency: Providing detailed information
about your products, including ingredients,
sourcing, and manufacturing processes, fosters
trust and demonstrates your commitment to
quality.

Educational  Content: Offering educational
resources, tutorials, or guides related to product
usage or industry trends positions your brand as
an authority, enhancing credibility.

Clear Communication: Clear and concise
communication, both in marketing materials and
customer interactions, ensures customers fully
understand the value your product or service
provides.



Condition for success of Differentiation Strategy:

A successful differentiation strategy can indeed
be influenced by various conditions and factors.
Based on the points you mentioned, here are the
conditions that contribute to the success of a
differentiation strategy:.

1. Many Ways of Differentiation:

Flexibility: Having multiple ways to differentiate
allows a company to adapt its strategy based on
changing market demands and customer
preferences.

Innovation Culture: Encouraging a culture of
innovation within the organization enables the
continuous development of new features,
services, and approaches to differentiate the
products.




Condition for success of Differentiation Strategy:
2. Diversification in Product Use:

Versatility: Products that can be used in diverse ways
appeal to a broader audience, expanding the potential
customer base.

Market Adaptability: Being able to adapt products for
various applications or user groups allows the
company to enter different market segments
effectively.

3. Few Rivals:

Market Dominance: Limited competition provides an
opportunity to establish a dominant market presence,
making it easier to stand out with a unique offering.

Market Control: With fewer rivals, there's a higher
chance of setting industry standards and influencing
market trends, giving the differentiator a strategic
advantage.




Condition for success of Differentiation Strategy:
4. Dynamic Technological Environment:

Adaptability: The ability to quickly adopt and leverage
new technologies enables the development of
innovative products and services, staying ahead of
competitors.

Agility: Being agile in response to technological
advancements allows the company to integrate
cutting-edge features into their offerings, maintaining
a competitive edge.

5. Quality-Sensitive Buyer:

Focus on Excellence: A focus on consistently high-
quality products and services is paramount. Quality
assurance  processes ensure that customer
expectations are met or exceeded.

Brand Reputation: Building a reputation for quality
leads to customer trust, repeat business, and positive
word-of-mouth, reinforcing the differentiation
strategy.




Condition for success of Differentiation Strategy:
6. Extensive Research:

Market Insight: In-depth market research
provides valuable insights into customer needs,
preferences, and pain points, enabling the
development of differentiated offerings tailored
to the market demand.

Competitor Analysis: Understanding competitors’
strengths and weaknesses helps in identifying
gaps in the market, allowing the company to fill
those gaps with unigue and appealing products
or services.

In summary, a successful differentiation strategy
requires a deep understanding of the market,
continuous innovation, adaptability to
technological changes, and a relentless
commitment to delivering high-quality products
or services.




Benefits of Differentiation Strategy.
1. Premium Pricing:

Higher Profit Margins: Unigue and differentiated
products or services often command higher
prices. Customers are willing to pay a premium
for added value or distinctive features, leading to
increased profit margins.

2. Customer Loyalty and Brand Loyalty:

Increased Customer Loyalty: Customers tend to
develop strong loyalty towards brands that offer
unigue and superior products or services.

Reduced Price Sensitivity: Differentiation reduces
the emphasis on price as the primary factor for
purchase, making customers less sensitive to
price changes.




Benefits of Differentiation Strategy.
3. Reduced Competition:

Limited Direct Competition: Unique offerings create a
niche market, reducing direct competition.
Competitors find it challenging to replicate the
differentiation, providing a competitive edge.

Market Leadership: A strong differentiation strategy
can lead to market leadership in a specific product or
service category, establishing the business as an
industry leader.

4. Increased Customer Perception:

Perceived Value: Differentiation enhances the
perceived value of products or services, creating a
positive image in the minds of customers.

Enhanced Reputation: Businesses that consistently
deliver differentiated offerings develop a strong
reputation for quality and innovation.




Benefits of Differentiation Strategy.
5. Market Flexibility:

Resilience to Economic Fluctuations:
Differentiated products often have a more stable
demand, making the business less vulnerable to
economic downturns.

Flexibility to Adapt: The ability to adapt to
changing market needs and trends becomes
easier when a business is known for its innovative
and unique offerings.

6. Enhanced Marketing Effectiveness:

Effective Marketing: Differentiation provides clear
and unique selling points, making marketing
efforts more effective and targeted.

Word-of-Mouth Promotion: Satisfied customers
are more likely to spread positive word-of-mouth,
attracting new customers organically.




Benefits of Differentiation Strategy.
7. Higher Perceived Quality:

Quality Perception: Unique features and superior
performance create a perception of higher quality,
reinforcing customer confidence in the brand.

Customer Satisfaction: Meeting unique customer
needs and preferences leads to higher satisfaction
levels.

8. Encourages Innovation and Creativity:

Innovation Focus: The pursuit of differentiation
encourages continuous innovation, driving the
company to develop new technologies, products, and
services.

Creative Culture: Fosters a culture of creativity within
the organization, leading to a competitive advantage
in the long term.

9. Partnerships and Alliances:

Strategic Partnerships: Differentiated products can
attract strategic partnerships and alliances, expanding
market reach and creating mutually beneficial
collaborations..




Sustaining Differentiation Strategy.

Sustaining a differentiation strategy over the long
term requires continuous effort, adaptability, and a
keen understanding of market dynamics. Here are key
points to sustain a differentiation strategy
successfully:

1. Innovation and Research

Customer Feedback and Market Research
Quality Focus

Branding and Image

Operational Efficiency

Talent Development

Strategic Partnerships

Adaptability to Market Changes
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Long-Term Vision

10. Monitoring and Evaluation.




Limitation of Differentiation Strategy.

1.

Cost Implications: Developing and maintaining
unique features or services can be expensive,
impacting overall costs.

Imitation by Competitors: Competitors might copy
or replicate differentiated features, reducing the
unigqueness.

Changing Customer Preferences: Shifts in
customer preferences can make once-
differentiated features less appealing.

Market Saturation: Over time, the market may
become saturated with similar unique offerings,
diminishing their impact.

Difficulty in Sustaining Innovation: Continuously
innovating to maintain differentiation can be
challenging, leading to stagnation.

Educating the Market: Educating customers about
the unique features can require significant time
and resources.:




Limitation of Differentiation Strategy.

7.

10.

Rapid Technological Changes: Technological
advancements can quickly make
differentiated features obsolete.

High Customer Expectations: Customers
with high expectations might be harder to
satisfy with standard differentiators.

Dependency on Key Individuals:
Differentiation strategies might rely heavily
on specific individuals, posing a risk if they
leave the organization.

Limited Market Segments: Unique offerings
might appeal only to specific niche markets,
limiting overall customer base..:




3. Focus Strategy

* Focus strategy, in the context of business and
marketing, refers to a strategy where a
company concentrates its efforts on serving a
specific segment of the market more
effectively than its competitors.

* Instead of targeting a broad market, a
company employing a focus strategy narrows
its focus to serve a particular group of
customers, often defined by factors such as
demographics, geographic locations, product
types, or specific needs.




3. Focus Strategy

1. Cost Focus:

* In cost focus, a company aims to be the
lowest-cost producer within the niche market
it serves.

* By minimizing costs and optimizing
operations, the company can offer products
or services at a lower price than competitors,
targeting price-sensitive customers in the
focused segment.

2. Differentiation Focus:

In differentiation focus, a company aims to
provide unique and specialized products or
services that meet the specific needs or
preferences of the targeted market segment.



3. Focus Strategy

* The focus is on delivering superior value,
quality, or features tailored to the particular
customer group, often commanding premium
prices for the differentiated offerings.

* The focus strategy is particularly effective
when a company understands the unique
requirements of the chosen market segment
and can deliver products or services that
fulfill those needs better than broader, more
generalized competitors.

* By concentrating resources and efforts on a
specific group of customers, businesses can
build strong customer relationships, enhance
customer loyalty, and achieve a competitive
advantage within their chosen niche..



Condition for Success of focus strategy only
pointwise

Deep Market Understanding: Understand
specific segment needs thoroughly.

Distinctive Competency: Possess unique
skills/resources for superior service.

Effective Segmentation: Identify a profitable,
stable, and sizable market.

Cost Leadership/Differentiation: Excel in cost
or uniqueness within the segment.

Competitive Advantage: Establish barriers
against competitors' entry.

Adaptability: Adjust offerings to changing
segment needs.

Focus, Avoid Diversification: Stay specialized;
avoid dilution of focus.

Effective Communication: Clearly
communicate unique value proposition.

Customer  Relationships:  Foster  strong
customer relationships for loyalty.




Benefits of Focus Strategy

High Customer Loyalty: Focusing on a specific market
segment allows for tailored products or services, leading
to higher customer satisfaction and loyalty.

Expertise and Specialization: By concentrating efforts,
businesses can become experts in the particular needs
and preferences of the chosen market, giving them a
competitive advantage.

Lower Marketing Costs: Targeted marketing efforts save
costs as promotions are aimed at a specific audience,
eliminating the need for broad, expensive campaigns.

Reduced Competition: Niche markets often face less
competition, allowing for better market positioning and
higher pricing flexibility.

Better Resource Allocation: Resources, including time and
money, can be concentrated on serving the chosen
segment more effectively.

Increased Brand Recognition: Focusing on a specific
market helps in building a strong brand identity within
that segment, fostering recognition and trust..
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Benefits of Focus Strategy

Flexibility and Adaptability: Smaller companies with a
focus strategy can respond more swiftly to market
changes and adapt their offerings as per the segment's
needs.

Higher Margins: Since customers in niche markets are
often willing to pay a premium for specialized products or
services, profit margins can be higher.

Enhanced Quality: Concentrating on a specific market
allows for a higher level of quality control and
customization, ensuring products or services meet the
unique demands of the segment.

Market Leadership: Focusing on a niche can lead to
market dominance within that segment, establishing the
business as a leader and reference point for customers.

Innovation Opportunities: Understanding the specific
needs of a niche market can lead to innovative solutions
that address unmet demands, fostering long-term
SUCCESS..




Advantages: Focus (or Differentiation Focus and Cost

* Ability to charge higher prices due to Focus):

erceived value. .
P Definition:

 Brand loyalty and reduced sensitivity to

orice changes * Focus strategies involve concentrating on a

narrow market segment or a specific buyer

* Reduced threat from substitute products. group. There are two types of focus
Examples: Apple, Mercedes-Benz, Starbucks. strategies:
Port. e Differentiation focus (offering a unique

product to a specific market segment) and

cost focus (offering the lowest cost

) & products or services to a specific market
—_—r segment).



Strategic Clock Oriented Market Based

Strategies

e "Strategic Clock," a concept developed by
academics Igor Ansoff and Henry Mintzberg.
The Strategic Clock is a framework that helps
businesses analyze and formulate
competitive strategies based on market
conditions.

e The clock includes different strategic
positions, each representing a different
approach to competing in the market.

 The Strategic Clock has eight positions, and
each position corresponds to a different
generic strategy.

* These strategies are based on two key
dimensions: price and perceived value. Here's
a brief overview of the eight positions on the
Strategic Clock:

High

Perceived Value
to the Consumer

Low

Differentiation

Focused
Differentiation

Risky,
6 High Margins

Low
Price/
Low

Added
Value

Monopoly
Pricing

Loss of Market Share

>
Low Price High



Strategic Clock Oriented Market Based Strategies

Low Price/Low Value:

Basic commodity products with little differentiation.
Compete on cost leadership.

Low Price:

Offer a lower price but with acceptable quality.
Focus on cost efficiency.

Hybrid:

Combine elements of both differentiation and cost
leadership.

Aim for a balance between price and perceived value.
Differentiation Focus:
Provide unique and specialized products or services.

Target a specific market segment.

High

Perceived Value
to the Consumer

Low

Differentiation

Focused
Differentiation

Risky,
6 High Margins

Low
Price/

Low Monopoly

Added Pricing
Value Loss of Market Share
o
Low Price High



Strategic Clock Oriented Market Based Strategies

Focused Differentiation:

Concentrate on high-quality, unique products for a
niche market.

Charge premium prices.
High Price/Standard Value:

Offer standard products or services but at a higher
price.

Often relies on brand image.

High Price/Low Value:

providing

Charge premium prices without

significantly higher value.

Often relies on marketing and brand perception.
Low Value/Cost:

Offer lower value at a lower cost.

A strategy based on low-cost and basic products..

High

Perceived Value
to the Consumer

Low

Differentiation

Focused
Differentiation

Risky,
6 High Margins

Low
Price/

Low Monopoly

Added Pricing
Value Loss of Market Share
o
Low Price High



3. Functional Strategies

* Marketing Strategy Marketing strategy 1s a 1

Product

functional-level strategy that guides how an
organization identifies customer needs, targets
specific market segments, and delivers
superior value in order to achieve organizational

objectives. e
e The main purpose of marketing strategy is to Packaging
create customer value, build long-term

relationships, and gain sustainable
competitive advantage, while supporting the

firm’s overall business-level strategy.




3. Functional Strategies

It involves:

 Market analysis to wunderstand customer | %
roduct

behavior, preferences, and competitors

* Segmentation, targeting, and positioning (STP)
to focus on the most attractive customer groups

* Product decisions related to quality, features,

branding, and life-cycle management | o T Lo
? L1l -\ Marketing £

* Pricing strategy aligned with cost leadership or
differentiation objectives

* Promotion strategy including advertising, sales
promotion, personal selling, and digital
marketing

* Distribution (place) strategy to ensure products
are available at the right time and location




Importance of Marketing Strategy

* Marketing strategy 1s important because it: 1
Product

* Helps the organization 1dentify and satisfy
customer needs effectively

* Supports achievement of competitive advantage
in the market

* Guides efficient use of marketing resources and
budget

* Increases sales, market share, and profitability
* Builds brand image and customer loyalty

* Aligns marketing activities with business-level
strategy




Types of Marketing Strategy

a) Undifferentiated Marketing: One product for
the whole market

b) Differentiated Marketing: Different products
for different segments

c) Concentrated (Niche) Marketing: Focus on a
single, specific market segment

d) Digital Marketing Strategy: Online platforms,
social media, SEO, content marketing

¢) Relationship Marketing Strategy: Focus on
long-term customer relationships and loyalty




Financial Strategies

It

 Financial strategy ensures financial discipline Sekee U5
and sustainability of the organization. Proper
financial planning and control help firms achieve
long-term  profitability @ and  competitive

advantage.

Financing

* Financial strategy is a functional-level strategy

that focuses on planning, managing, and * - DGCISIOHS
controlling financial resources to achieve L

organizational goals and support business-level é

strategies.

Components of Financial Strategy

“*Financing Decisions: Choice between equity,
debt, or retained earnings Capital structure
planning.

“*Investment Decisions: Selection of profitable
projects Capital budgeting and asset allocation.



Indian

%
i i : ofcommer: LARSNYQ
Financial Strategies ‘ J

**Working Capital Management: Management of
cash, inventory, receivables, and payables

Financing
Decisions

“*Profit Planning and Control: Budgeting, cost
control, and financial forecasting

“*Dividend Policy: Decisions regarding profit
distribution or retention




Types of Financial Strategies

“*Growth Financing Strategy: Raising funds for
expansion and diversification

**Conservative Financial Strategy: Low risk, high
liquidity, and stable returns

‘s Aggressive Financial Strategy: High leverage
and higher risk for greater returns

*»Stability Financial Strategy: Maintaining current
level of operations and financing

s Turnaround Financial Strategy: Cost reduction,
asset restructuring, and debt rescheduling

Indian

B Lakshya

Financing
Decisions



Operations Strategy

*»Operations strategy is a functional-level strategy
that focuses on planning and managing
production and service processes to deliver
goods and services efficiently, with the desired
quality, cost, and speed, in support of the firm’s
business strategy.

“*Operations strategy translates organizational
goals into efficient operational processes. A well-
designed operations strategy enables firms to
achieve sustainable competitive advantage
through cost efficiency, quality excellence, and
operational flexibility. 1




Operations Strategy

Components of Operations Strategy

Capacity Planning: Decisions regarding production
volume and facility size

Process Design: Choice of technology, workflow,
and production methods

Quality Management: Quality control, quality
assurance, and continuous improvement

Supply Chain  Management:  Procurement,
logistics, inventory, and supplier relationships

Location and Layout Decisions: Selection of plant
location and internal layout




Human Resource Management (HRM) Strategy

* HRM strategy 1s a functional-level strategy that
focuses on managing an organization’s human
capital to support business objectives.

* It ensures that the organization has the right
people with the right skills, motivated and
committed to achieving goals.

* An effective HRM strategy ensures that the
organization has skilled, motivated, and
committed employees, which 1s critical for
achieving business objectives and sustaining
competitive advantage.

Human Resources

Strategies




Importance of HRM Strategy Human Resources

 HRM strategy 1s important because it: S t I'a t e g €S

* Aligns employee performance with organizational
goals

* Ensures recruitment of skilled and competent
workforce

* Improves employee motivation, satisfaction, and
retention

* Develops talent through training and career planning

* Supports organizational culture and change
management

* Enhances overall productivity and competitiveness




Components of HRM Strategy Human Resources

a. Recruitment and Selection: Attracting and hiring S t I'a t e g 1esS
the right talent

b. Training and Development: Enhancing employee
skills and competencies

c. Performance Management: Setting performance f
standards, appraisals, and feedback

d. Compensation and Benefits: Designing competitive .

(‘/ >
salary, incentives, and benefits

e. Employee Relations and Engagement: Maintaining

healthy work environment and communication

f. Talent Retention and Career Planning: Succession .
planning and career growth opportunities



Research and Development (R&D) Strategy

Research and Development (R&D) strategy 1s a '
functional-level strategy focused on innovation,
product  development, and  technological
advancement to support business objectives and
maintain competitive advantage.

It involves systematic efforts to create new
products, improve existing products, or develop
more efficient processes.




Boston Consulting Group (BCG) Matrix, I'd be

happy to provide information on that. The BCG
Matrix is a strategic management tool developed

by the Boston Consulting Group to help
companies assess the strategic position of their

business units or product lines. * 7

Question mark

The BCG Matrix categorizes a company's
products or business units into four quadrants
based on two key factors: market growth rate
and relative market share. The four quadrants
are:

MARKET GROWTH

al

Dog

Stars:

* High market share in a high-growth market.

PROFESSIONAL

 Considered to be in a strong competitive ACADENY
position.

MARKETING THEORIES EXPLAINED

* Require significant investments to support
their growth.



Cash Cows: BOSTON CONSULTING GROUP MATRIX

* High market share in a low-growth market.
* Typically, these products or business units generate
more cash than is needed to maintain their market

share.

* They are considered stable and mature. * 7

Question Marks (or Problem Child): °
* Low market share in a high-growth market.

Question mark

e Require resources to increase market share but
may or may not succeed.

MARKET GROWTH

* Considered as having the potential to become

either a Star or a Dog. l ll

Dogs: Dog

* Low market share in a low-growth market.

* Not expected to show significant growth or PROFESSIONAL T TR E E AL
become major contributors to profitability.

 May need to be divested unless they complement
other products or have strategic importance.



The GE Matrix, also known as the General
Electric Business Screen, is a strategic tool
used for portfolio analysis.

It was developed by McKinsey & Company in
the 1970s for General Electric (GE) to assess
its business units and allocate resources.

The GE Matrix is similar to the BCG Matrix in
that it categorizes business units or products
into different segments. However, the GE
Matrix considers multiple factors beyond just
market growth and relative market share.

Here are the key components of the GE
Matrix:

Industry Attractiveness:

This factor is often measured based on market
size, market growth rate, profitability, and
other industry-specific factors. It helps assess
the overall attractiveness of the industry in
which a business unit operates.

GE McKinsey Matrix

HOLD HARVEST

Industry Attractiveness

HOLD

HARVEST | HARVEST

' Business Unit Strength




Business Unit Strength:

Business unit strength is evaluated based on
internal factors such as market share, profitability,
brand strength, technological capabilities, and
other relevant aspects that indicate the unit's

competitive position.
The matrix is divided into three zones:
Investment (or Grow):

Business units that fall into this category are in
attractive industries and have a strong competitive
position. These units are considered good
candidates for investment and resource allocation
to support growth.

Selectivity (or Maintain):

Business units in this zone may have a moderate
competitive position or operate in industries with
moderate attractiveness.

The recommendation is to selectively invest in
these units to maintain their current position and
potentially improve it.

GE McKinsey Matrix

HOLD

GROW

HOLD HARVEST

Industry Attractiveness

HOLD

HARVEST | HARVEST

' Business Unit Strength




Harvest (or Harvest/Divest):

Business units in less attractive industries or
with a weak competitive position are
considered candidates for harvesting
(extracting cash) or divestment. Resources may
be reallocated to more promising units or new
opportunities.

The GE Matrix allows companies to visually
assess and prioritize their business units based
on a more nuanced set of criteria compared to
the BCG Matrix.

It recognizes that business attractiveness and
competitive strength can be influenced by a
variety of factors beyond market share and
growth rate.

GE McKinsey Matrix

GROW HOLD

HOLD HARVEST

Industry Attractiveness

HOLD

HARVEST | HARVEST

' Business Unit Strength




Evaluation of Strategic Alternatives

When evaluating strategic alternatives,
organizations often conduct a thorough analysis
using these three criteria collectively. Here's a bit
more detail on each:

Suitability:
Key Questions:

 Does the strategy leverage the organization's
strengths?

* Does it mitigate its weaknesses?

* Does it align with the external opportunities and
mitigate threats?

Acceptability:
Key Questions:

 Will the strategy generate sufficient returns for
shareholders?

* |s it socially responsible and ethical?

* Does it align with the values and expectations of
key stakeholders?

7N\
Strategy Evaluation
Criteria

\T/

P N N

Consistency Suitability Acceptability

N A4 N

Risk/sharehol
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With mission With company
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and objectives expectations
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Feasibility
N

Capabilities,
competences/
resources




Evaluation of Strategic Alternatives

Feasibility:
Key Questions:

* Does the organization have the financial
resources to implement the strategy?

* Does it have the necessary human capital and
expertise?

* Are the required technologies and
infrastructure available or obtainable?

Consistency” in the context of evaluating
strategic alternatives refers to the coherence
and alignment of various elements within a
strategy. It's an important aspect of the
suitability criterion, ensuring that the chosen
strategy makes logical sense and does not
conflict with other aspects of the organization's
plans or goals. Consistency helps to create a
unified and integrated approach to achieving
strategic objectives.
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Evaluation of Strategic Alternatives

Feasibility:
Key Questions:

* Does the organization have the financial
resources to implement the strategy?

* Does it have the necessary human capital and
expertise?

* Are the required technologies and
infrastructure available or obtainable?

Consistency” in the context of evaluating
strategic alternatives refers to the coherence
and alignment of various elements within a
strategy. It's an important aspect of the
suitability criterion, ensuring that the chosen
strategy makes logical sense and does not
conflict with other aspects of the organization's
plans or goals. Consistency helps to create a
unified and integrated approach to achieving
strategic objectives.
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Hofer’s Matrix (Hofer—Schendel Strategic : : The business unit competitive position
Management Matrix) The Life-Cycle Portfolio _ Stong . Mverage  Weak
Matrix

Development

* What strategy should a business follow,
given its competitive strength and the stage
of market evolution 1t operates in?”

* Hofer’s Matrix is a portfolio analysis
tool used in strategic management to
evaluate business units or products based
on their stage of market evolution and
competitive position.

Competitive
shakeout

Maturity

|

Saturation

* It helps managers decide appropriate
strategic actions such as growth, stability,
or retrenchment.
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Conceptual Foundation of Hofer’s Matrix The business unit competitive position
The Lle'CYCIE Portfolio Strong Average Weak

Hofer’s Matrix is grounded in two fundamental Matrix

strategic management concepts:
Development

1. Industry Life Cycle Theory

Markets do not remain static. They evolve through
stages—development, growth, maturity, and
decline—each requiring different strategic responses.

Competitive
shakeout
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2. Competitive Position Theory

Maturity

|

Saturation

A firm’s performance depends on how well i1t
competes relative to rivals in terms of market share,
cost position, technology, brand 1image, and
resources.

Th e Industry’s stage

Hofer’s Matrix integrates these two 1deas into a Decline
single decision-making framework.




Dimensions of Hofer’s Matrix

1. Stage of Market Evolution (Horizontal Dimension)

This dimension reflects external environmental
dynamics.

a. Development Stage
Market 1s emerging
Demand 1s uncertain
Heavy investment in R&D and promotion
Low or negative profits

Strategic implication:

— Build capability, invest cautiously, focus on
Innovation

The Life-Cycle Portfolio

Matrix
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Dimensions of Hofer’s Matrix Dimensions of Hofer’s Matrix

b) Growth Stage
c) Shake-out Stage

Rapid increase in demand

Entry of competitors Competition intensifies

High profit potential Inefficient firms exit the market
Strategic implication: Price wars are common

— Expand capacity, capture market share, Strategic implication:

strengthen position — Cost control, differentiation, survival

strategies



Dimensions of Hofer’s Matrix
d) Maturity Stage

Market growth slows
Stable demand
Emphasis on efficiency

Strategic implication:

— Profit maximization, operational

excellence, stability

Dimensions of Hofer’s Matrix

¢) Decline Stage

Decreasing demand
Technological substitution
Shrinking market size
Strategic implication:

— Harvest, divest, or exit



2. Competitive Position (Vertical
Dimension)

This reflects internal organizational
strength.

a) Strong Competitive Position

High market share

Cost leadership or strong differentiation
Superior resources and capabilities

Strategic implication:

— Aggressive growth or leadership
strategies

b) Average Competitive Position

Moderate market share

Limited competitive advantage
Vulnerable to strong competitors
Strategic implication:

— Selective investment, niche focus

¢) Weak Competitive Position

Low market share

Poor cost structure or outdated technology
Limited resources

Strategic implication:

— Turnaround, retrenchment, or exit






Concept of Strategic Implementation

» Strategic implementation refers to the process of
executing the strategies and plans developed
during the strategic planning phase.

* It involves translating the formulated strategy
into actions, ensuring that the organization's
resources are effectively utilized, and working
towards achieving the defined objectives and
goals.

» Strategic implementation is a critical phase in the
overall strategic management process and plays
a crucial role in determining the success or
failure of a strategy.




Process of Strategies Implementation
Determination of Annual Objectives and Policies:

Define specific, measurable, and achievable annual
objectives that align with the overall strategic
goals. Establish policies that guide decision-making
and actions in line with the strategy.

Development of Functional Strategies and Tactics:

Create strategies and tactics for each functional
area (e.g., marketing, operations, human
resources) that support the achievement of the
overall strategic objectives.

Development of Programs, Budgets, and
Procedures:

Design detailed programs outlining the specific
initiatives needed to implement the strategy.
Develop budgets to allocate resources and create
procedures to guide the implementation process..




Process of Strategies Implementation
Managing Conflict:

Address and resolve conflicts that may arise during
the implementation process. This involves ensuring
alignment and collaboration across different
departments and teames.

Matching Strategy with Structure:

Align the organizational structure with the
strategic  objectives. Ensure  that roles,
responsibilities, and reporting relationships
support the effective execution of the strategy.

Restructuring and Reengineering:

If necessary, consider restructuring or
reengineering processes to better align with the
strategic goals. This may involve changes to
workflows,  technologies, or the overall
organizational structure..




Process of Strategies Implementation

Linking Performance and Pay to Strategies:

Establish performance metrics that are directly
linked to the strategic objectives. Connect
employee performance to these metrics and
consider  incorporating them into the
compensation and reward system.

Managing Resistance to Change:

e Address resistance to change by communicating

the benefits of the new strategy, involving
employees in the decision-making process, and

providing support and resources to facilitate a P ~ /

smooth transition.

)
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Organizational Structure for strategy
implementation

Simple/Entrepreneurial Structure:
Characteristics:
* Typically found in small organizations or startups.

* Centralized decision-making with a single or
small group of leaders.

* Flexibility and adaptability to change.
Suitability for Strategy Implementation:

* Well-suited for fast decision-making and quick
implementation.

 May face challenges as the organization grows
due to limitations in scalability and structure.

Simple Structure

‘ Salesperson l {Account Manager} ‘ Accountant ‘ ‘ Receptionist




Organizational Structure for  strategy
implementation

Functional Structure:
Characteristics:

 Organized by functional areas (e.g,
marketing, finance, operations).

e Clear hierarchy and reporting lines within
each function.

e Specialization and efficiency within each
department.

Suitability for Strategy Implementation:

e Effective for organizations with a single
product or service line.

e Potential for functional silos, which may
hinder cross-functional collaboration.

Functional Organizational Structure

CEO

Sales Admst. Production Finance Account
Manager Manager Manager Manager Manager



Organizational Structure for

implementation

strategy

Multi-Divisional Structure (M-Form):
Characteristics:

Divisions operate as semi-autonomous units
with their own functional structure.

Each division is responsible for its own strategy
and operations.

Central corporate headquarters coordinates
overall strategy.

Suitability for Strategy Implementation:

Enables flexibility and adaptation to diverse
markets or product lines.

May face challenges in achieving synergy across
divisions.

MULTI-DIVISIONAL STRUCTURE

«»

Corporate Headquarter Staff

Senior Vice
President
Materials

Management

|
e m m
== EERNAHREANER

Support Functions

Senior Vice
President
Research &
Development

Senior Vice
President
Marketing

Corporate
Managers

Support Functions Support Functions Support Functions



Organizational Structure for strategy
implementation

Matrix Structure:
Characteristics:

Employees report to both functional managers
and project managers.

Dual reporting lines create a matrix-like grid.

Facilitates cross-functional collaboration and
project-oriented work.

Suitability for Strategy Implementation:

Well-suited for complex projects and dynamic
environments.

Potential for power struggles and conflicts due
to dual reporting.




Organizational Structure for strategy
implementation

Network Structure:
Characteristics:

Emphasizes  collaboration  with  external
partners, suppliers, and customers.

Organization acts as a network of
interconnected entities.

Focus on flexibility and leveraging external
expertise.

Suitability for Strategy Implementation:

Effective for organizations relying on external
collaborations.

Requires strong relationship management skills
and effective coordination.

Network Organization Structure




Management system

e Strategy implementation refers to the process
of translating formulated strategies into
action through appropriate management
systems, leadership practices, organizational
structures, and control mechanisms.

* A well-designed strategy fails if it is not
supported by an effective implementation
system.

RE 7

‘V
* The management system implementation
strategy focuses on aligning people,
processes, resources, and culture to ensure
that strategic objectives are achieved

efficiently and sustainably.
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Management system

e Strategy implementation refers to the process
of translating formulated strategies into
action through appropriate management
systems, leadership practices, organizational
structures, and control mechanisms.

* A well-designed strategy fails if it is not
supported by an effective implementation
system.
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* The management system implementation
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Leadership and Its Capabilities

Leadership plays a central role in successful Strateglc LeaderShlp

strategy implementation. 0. < Leadership
s "M Development

A

Leaders act as strategic drivers, ensuring that
the organization moves in the intended
direction.

a) Role of Leadership in Implementation

 Communicating strategic vision clearly
Organizatignal

-’
-
"

Management of

* Aligning employees with organizational goals Human Capifall Sustainment

* Managing resistance to change

* Ensuring coordination across departments



b) Leadership Capabilities Required

Strategic thinking: Ability to understand long-
term implications

Decision-making: Timely and effective choices
under uncertainty

Change management: Handling transitions and
resistance

Emotional intelligence: Building trust and
commitment

Execution capability: Converting plans into
results

\,

t**

LEADERSHIP

‘@ o

GOAL TEAMWORK

m i 8

DIRECTION STRATEGY SUCCESS

lQ ﬂ ©

COMMUNICATION |  SOLUTION PARTNERSHIP VISION
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2. Motivation System

Motivation ensures that employees are willing
and committed to implementing strategy.

a) Importance of Motivation

* Enhances employee commitment

* Increases productivity and performance
* Reduces resistance to strategic change
b) Motivation Tools

* Financial incentives: Salary, bonuses,
performance pay

* Non-financial incentives: Recognition,
promotion, job security

* Goal alignment: Linking individual goals with
strategic objectives

* Empowerment: Delegating authority and
responsibility

MOTIVA\HON ﬁ



3. Organizational Culture

Organizational culture refers to shared values, beliefs, norms, and behaviors that influence
how work is done.

a) Role of Culture in Strategy Implementation
e Supports or hinders strategic change
* Influences employee behavior and decision-making

* Shapes commitment toward organizational goals

b) Strategic Alignment of Culture

* Innovation strategies require a risk-taking culture

* Cost leadership strategies need a discipline-oriented culture

* Customer-focused strategies demand a service-oriented culture

* Misalignment between culture and strategy is a major cause of implementation failure.



4. Resource Planning

Resource planning involves ensuring the availability
and optimal use of financial, human, physical, and
technological resources required for implementation.

a) Types of Resources
Human resources: Skills, knowledge, competencies

Financial resources: Capital, cash flow, budget
allocation

Physical resources: Plant, machinery, infrastructure

Technological resources: IT systems, innovation
capability

b) Strategic Resource Allocation
Prioritizing strategic projects
Eliminating non-strategic activities

Ensuring efficient utilization




5. Control System

A control system ensures that strategy implementation
remains on track and corrective actions are taken when
necessary.

a) Purpose of Control System
* Measure actual performance
* Compare results with strategic standards
* |dentify deviations
* Take corrective actions

b) Types of Strategic Controls
Financial controls: Budgetary control, profit analysis
Operational controls: Productivity, quality, efficiency

Strategic controls: Environmental scanning, strategic
audits

Behavioral controls: Rules, policies, performance appraisal



Leadership Skill Building learning organization
Building a Shared Vision:

Building a shared vision involves creating a
compelling and inspiring picture of the future
that aligns with the organization's values and
goals.

It is a collaborative process that engages
individuals at all levels, fostering a sense of
purpose and direction.

Key Skills:

Communicative Leadership: The ability to
effectively communicate the vision to inspire
and motivate others.

Inclusiveness: The skill to involve and engage
diverse stakeholders in the vision-building
process.

Strategic Thinking: The capability to link the
vision to strategic objectives and actions.

shared vision

(S what you and the other
. memberswantto create

oraccomplish as part
(S of the organization

‘\; ;
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Leadership Skill Building learning organization

Surfacing and Testing Mental Models:

Surfacing and testing mental models involve making individuals' assumptions, beliefs, and
perceptions explicit, and challenging them to ensure they align with the organization's goals.

System Thinking:

Systems thinking involves understanding the interconnectedness of various components
within the organization and recognizing the impact of decisions on the overall system. It
encourages a holistic perspective that considers the relationships and dynamics between
different parts of the organization.



emotional intelligence and leadership performance:

Emotional intelligence (El) plays a crucial role in leadership performance, influencing various
aspects of a leader's effectiveness in managing themselves and interacting with others. The
five components of emotional intelligence—self-awareness, self-regulation, motivation,
empathy, and social skills—each contribute to a leader's ability to navigate complex social
and organizational dynamics. Let's explore how these components impact leadership
performance.

Self-Awareness:
Impact on Leadership:

Leaders with high self-awareness understand their own emotions, strengths, weaknesses,
and how their emotions impact their behavior and decision-making.

This self-awareness enables leaders to make more informed choices, respond effectively to
challenges, and recognize the impact of their emotions on others.



emotional intelligence and leadership performance:
Self-Regulation

Self-regulation involves managing one's own emotions and impulses. Leaders with strong
self-regulation can stay composed under pressure, think before acting, and maintain a level-
headed approach to decision-making.

This skill is crucial for maintaining professionalism, avoiding impulsive decisions, and
creating a positive emotional climate within the team.

Motivation

Leaders with high motivation have a strong internal drive to achieve goals, persevere
through challenges, and inspire others. They set high standards for themselves and their
teams, fostering a culture of enthusiasm and commitment.

Social Skills:

Social skills involve effectively navigating social situations, building relationships, and
communicating persuasively.



Chapter >

Strategy Evaluation and
Control



Evaluation and control in strategic
management

 Evaluation and control in  strategic
management refer to the processes by which
organizations assess the effectiveness of their
strategies, monitor progress toward goals,
and make necessary adjustments to ensure
that strategic objectives are achieved.

* This ongoing evaluation is crucial for adapting
to changing circumstances, mitigating risks,

and  enhancing  overall organizational
performance. Here are key aspects of
evaluation and control in strategic

management:



Evaluation and control in strategic management

Determine What to Measure:

Identify key performance indicators (KPIs) and
other metrics that align with the organization's
strategic objectives. These metrics should reflect
critical aspects of performance relevant to the
success of the strategy.

Set Control Standards:

Establish benchmarks or standards against which
actual performance will be compared. These
standards serve as reference points, providing a
basis for evaluating success and determining
whether the organization is on track.

Measure Performance:

Collect data and information to assess actual
performance. This involves tracking the identified
KPIs and other relevant metrics over a specified
period. The data can be gathered through various
methods, including performance reports, surveys,
and other measurement tool




Evaluation and control in strategic management
Compare Performance to Standards:

Compare the actual performance data with the
established standards. This step involves analyzing
the quantitative and qualitative aspects of
performance to determine the degree of alignment
with the predefined benchmarks.

Determine Reasons for Deviation:

Investigate any significant deviations between
actual performance and the established standards.
Understand the root causes of these discrepancies,
considering internal and external factors that may
have influenced performance.

Take Corrective Action:

Based on the analysis of deviations, develop and
implement corrective actions. These actions may
involve adjusting strategies, reallocating resources,
revising processes, or addressing other factors that
contributed to the performance variance.




Evaluation and control in strategic
management

Reassess and Update Standards:

Periodically review and reassess control
standards to ensure they remain relevant and
challenging. As the organization evolves and
market conditions change, it may be necessary
to adjust standards to reflect new realities.

Communicate Results:

Communicate the results of the performance
evaluation, including any corrective actions
taken, to relevant stakeholders. Transparency in
reporting fosters accountability and keeps
stakeholders informed about the organization's
progress.




Types of Strategic Control
1. Input Control

It is a preventive control mechanism that
focuses on selecting, developing, and placing
people with the right skills, knowledge, and
abilities so that desired performance can be
achieved without excessive supervision later.

2. Behavioral control

It refers to controlling how organizational
activities are performed by guiding employees’
actions  through  policies, rules, and
procedures.

3. Output control

focuses on what is achieved, not on how the
work is done. Management sets performance
standards or targets and then compares actual
results with these standards to evaluate
effectiveness.




Others Strategic Control
Premises Control:

Premises control involves monitoring the
assumptions, beliefs, and conditions upon
which the organization's strategy is based. It
focuses on ensuring that the fundamental
premises on which the strategy was formulated
remain valid.

Special Alert Control:

Description: Special alert control is designed to
detect early signs of potential issues or
opportunities that may significantly impact the
organization's strategy.

It involves establishing mechanisms to identify
and respond quickly to unexpected events.




Others Strategic Control
Implementation control

It refers to the managerial process of
monitoring and guiding strategy execution to
ensure that plans are being implemented as
intended and corrective actions are taken when
deviations occur.

Objectives

* Ensure strategies are implemented effectively
* Detect problems early during execution

* Take corrective actions on time

e Align actions with strategic goals




Criteria for Evaluating Strategies

Criteria for evaluating strategies are the
standards used to judge whether a strategy is
appropriate, effective, and capable of achieving
organizational objectives.

Major Criteria for Evaluating Strategies

1. Consistency

The strategy should be consistent with
organizational goals, policies, and values.

It should not create internal conflicts among
departments.




Criteria for Evaluating Strategies
2. Suitability

* The strategy must be appropriate to the
internal and external environment.

* |t should address key opportunities and
threats.

3. Feasibility

* The strategy should be practically achievable
with available resources.

* Considers financial, human, technological,
and managerial capabilities.

4. Acceptability

e The strategy should be acceptable to
stakeholders such as owners, employees,
customers, and government.

* |t considers risk, return, and social impact.



Criteria for Evaluating Strategies

Provides Direction

e Strategic evaluation guides managers by indicating
whether the organization is moving toward its
objectives.

* It helps in correcting actions to keep strategy on the right
path.

Continuous Activity

» Strategic evaluation is an ongoing process carried out
throughout strategy implementation.

* It ensures timely identification of deviations and prompt
corrective action.

Top Management Activity

 Strategic evaluation is mainly the responsibility of top-
level management.

* This is because strategic decisions have long-term and
organization-wide implications.




Criteria for Evaluating Strategies

Cost Effective

e Strategic evaluation should be conducted at a
reasonable cost.

e The benefits obtained from evaluation must be
greater than the costs involved.

Focus on Key Performance Areas

* |t concentrates on critical factors that significantly
affect organizational success.

* This avoids unnecessary evaluation of minor or less
important activities.

Future Oriented

e Strategic  evaluation @ emphasizes long-term
performance and sustainability.

* It helps the organization prepare for future
challenges and opportunities.




Operating Control

 Operating evaluation and control refers to the
process of monitoring day-to-day operations to
ensure that activities are performed efficiently and
according to plans.

* [t focuses on short-term performance and
operational targets.

* |t involves comparing actual operational results with
standards and taking corrective actions when
deviations occur.

* This type of control ensures effective utilization of
resources and smooth functioning of routine
activities.
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