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Dear learner,

| extend my heartfelt greetings and profound enthusiasm as | warmly wel-
come you to Sreenarayanaguru Open University. Established in September
2020 as a state-led endeavour to promote higher education through open
and distance learning modes, our institution was shaped by the guiding
principle that access and quality are the cornerstones of equity. We have
firmly resolved to uphold the highest standards of education, setting the
benchmark and charting the course.

The courses offered by the Sreenarayanaguru Open University aim to
strike a quality balance, ensuring students are equipped for both personal
growth and professional excellence. The University embraces the wide-
ly acclaimed “blended format,” a practical framework that harmonious-
ly integrates Self-Learning Materials, Classroom Counseling, and Virtual
modes, fostering a dynamic and enriching experience for both learners
and instructors.

The university aims to offer you an engaging and thought-provoking ed-
ucational journey. This learning material titled Business Policies and Stra-
tegic Management offered for MCom programme builds on the knowl-
edge gained in undergraduate studies. It takes the basic understanding of
business concepts and expands on them. The course combines theory and
real-world practices to give learners a complete picture. We use case stud-
ies and examples to help explain complex ideas. Throughout the Blocks,
learners will develop their analytical and decision-making skills, which are
crucial for managing businesses effectively. The Self-Learning Material has
been meticulously crafted, incorporating relevant examples to facilitate
better comprehension.

Rest assured, the university’s student support services will be at your dis-
posal throughout your academic journey, readily available to address any
concerns or grievances you may encounter. We encourage you to reach
out to us freely regarding any matter about your academic programme. It
is our sincere wish that you achieve the utmost success.

Warm regards.
Dr. Jagathy Raj V. P. 01-07-2024
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Business Policy

Learning Outcomes

On successful completion of this unit, the learner will be able to:
+ get an awareness on the evolution of business policy
+ explain the importance of Business Policy

+ identify essentials of good Business Policy

Background '

Business policy is the set of norms, principles and practices that guide an organi-
sation’s decision-making processes. It provides as a framework for aligning business
activities with the company’s overall aims and objectives. Business policy formulation
entails examining internal and external issues, considering industry trends and defin-
ing the organisation’s values. Business strategy has its origins in the early twentieth
century, when industrialization and the emergence of major organisations necessitated
more formalised approaches to management. Scholars had a considerable impact on the
development of early concepts about organisational strategy and policy. As business
environments grew increasingly complicated, the value of strategic thinking and long-
term planning became clear. Scholars such as Peter Drucker emphasised the importance
of management by objectives and the need for organisations to identify clear policies
to govern their operations in the mid-twentieth century. With the introduction of stra-
tegic management in the latter half of the twentieth century, the profession evolved
further, focusing on acquiring a competitive advantage and reacting to dynamic busi-
ness contexts. Business policy is now an important part of organisational management,
involving strategic planning, decision making procedures and the integration of diverse
functional divisions within a corporation. It continues to adapt in reaction to technolo-
gy advances, globalisation and changes in consumer behaviour, influencing how firms
function in an ever changing landscape.

% SGOU - SLM - MCom -Business Policy and Strategic Management @
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Business Policies, Strategy, Strategic Management

¢ Principle realise
business objectives

+ Guidelines for
actions

1.1.1 Evolution of the Concept of Business Policy

Life is unpredictable. When something unexpected does
occur in your life, good or bad, it is understandable if it throws
you off your game. If it is favourable, you can enjoy the event
brought to you. If not, you can find out ways to overcome the
situation. Similar is the case of organisations too. There can be
ups and downs. To survive and prosper, all organisations must
constantly develop policies and strategies to subdue the chang-
ing environment. The word ‘Policy’ is derived from the Greek
word ‘Politeia,” meaning policy or government. The origins of
business policy can be traced back to 1911 when the Harvard
Business School introduced a course in management aimed
at providing general management capability. This course was
based on case studies which had been in use at the school for
instruction purposes since 1908. The concept “Business Poli-
cy” refers to a statement of procedure or principle by which a
company intends to realize its objectives. It ensures a proper
direction towards objectives of a business in the light of infor-
mal factors and organisational functions.

1.1.2 Meaning of Business Policy

Business policies are the guidelines developed by an or-
ganisation to govern its actions. They define the limits within
which decisions must be made. Business policy also deals with
the acquisition of resources with which organisational goals
can be achieved. Business Policy defines the scope or spheres
within which decisions can be taken by the subordinates in an
organisation. Business policy also deals with acquisition of
resources with which organisational goals can be achieved.
Business policy is the study of the roles and responsibilities of
top level management, the significant issues affecting organi-
sational success and the decisions affecting the organisation in
the long run.

1.1.3 Definition of Business Policy

According to R. E. Thomas, “Business policy basically
deals with decisions regarding the future of ongoing enterpris-

msz SGOU - SLM - MCom -Business Policy and Strategic Management 3
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+ Decision on future
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es. Such policy decisions are taken at senior level after carefully
evaluating the organisational strength and weaknesses in relation
to its environment.”

1.1.4 Features of Business Policy

Policy plays an important role in the administration of busi-
ness. The policies are framed by the top management and imple-
mented by the bottom level. An effective business policy must
have following features:

1. The policy framed should be definite. The implementation
of various aspects become difficult when policies framed are
uncertain.

2. When policies are framed, misunderstandings should be
avoided

3. The policies framed should be uniform so that they can be
followed by subordinates.

4. A policy should be simple and easily understood by all in
the organisation.

5. Policy should be flexible in operation / application. Policies
should be wide in scope to ensure that the line managers use
them in repetitive / routine scenarios.

1.1.5 Importance of Business Policy

Business policy basically deals with decisions regarding the
future of an ongoing enterprise. Such policy decisions are tak-
en at the top level after carefully evaluating the organisational
strengths and weaknesses in terms of product price, quality, lead-
ership position, resources etc., in relation to its environment. The
importance can be brought under the following heads:

a. Control - Policy facilitates effective control on the work-
ing of the organisation. It indirectly controls the managers
at different levels without directly interfering in the normal
operations of the business.

b. Effective Communication - Policies are well drafted state-
ments. Hence there is no chance of miscommunication.
Clearly laid down policies try to eliminate personal hunch
and bias.

c. Clarity - Policies clarify the viewpoint of the management
for the purpose of running activities.

d. Motivation - Policy enables the line managers to take the
decision on their own within the confined borders of the pol-
icy. This raises their confidence and motivates them.

e. Policy Review - Regular review of policy is a must to see to

i
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+ Guidelines to the
subordinates

+ Policy by Authorities

o Handle unpredictable
situations.

it that the existing policies are relevant in the given situa-
tion. If required, the policy may be modified or altered de-
pending on the business environment to anticipate future
conditions and situations and help to resolve them.

f. Economical and Efficient - Policy enables the manage-
ment to carry out its operations effectively and efficiently.

g. Coordination of Efforts - Policies ensure coordination of
efforts and activities at different levels in the organisation.
Activities and duties are assigned in such a way that all
activities in the organisation are integrated effectively.

h. High Morale - A well-crafted policy can raise the overall
morale of an enterprise. Policy enables the managers to
understand the intentions of the management.

1.1.6 Types of Business Policies

Business policies are classified on several bases. They may
be classified into several categories, which are discussed be-
low:

According to the Nature of Origin
a. Originated Policy

These policies are formulated by the top management of
the organisation. The purpose of this policy is to serve as guide-
lines to the subordinates and their working. The policy acts as
a guide for the managers at the lower levels. For example, a
Marketing head may formulate policies and handover to the
junior executives for implementation. The policy formulated
by the marketing head is called as Originated Policy.

b. Imposed Policy

This policy is imposed by some external forces the like the
state or central government. The policies are binding on the
organisation. Labour ministry formulates policy with regard
to labour, and it is binding on the organisation. It cannot be

avoided.

c. Appealed Policy

When certain exceptional situation arises, the manager may
make an appeal to his superior for deciding on the problem.
The policies are framed to handle such current, unpredictable
situations. Formulation of appealed policy on a regular basis
may hinder the work performance. To avoid this, appealed pol-
icy should be replaced by the originated policies.

i
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+ Creates realm for Sabt

ordinates

+ tackel external
problems

+ written statements

+ Word of mouth

o Conventionally
followed policies
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According to the Organisational Structure:
a. Internal Policy

Internal policies are designed by the management and they
act as guidelines to the subordinates. It establishes rules and pa-
rameters within which subordinates should operate. It creates the
realm for subordinates to work. The examples of internal policies
are recruitment and selection policy, budgetary policy etc.

b. External Policy

Such policies are framed to tackle the external problems. Or-
ganisations redesign or frame new policy in reply to the envi-
ronmental factors or forces. For example,. Change in pollution
norms.

According to the Mode of Expression:
a. Written Policy

Policies expressed in the form of written statements are called
written policies. It avoids confusion and misunderstanding. It is
always advisable to have policy in written form.. These policies
define boundaries within which decision need to be taken by the
subordinates.

b. Oral Policy

A policy issued merely by word of mouth is termed as oral
policy. These policies are easy to communicate as compared to
written policy. Oral policies are simple and quick to exercise.
If the policies are not defined clearly, it may create confusion
amongst the employees. With the passage of time there are
chances that the policy may be forgotten or misinterpreted.

c. Implied Policy: Implied policy is neither a written nor an
oral policy. It is being followed conventionally. Such policies
can be inferred from the mere behaviour of subordinates or man-
agers. They are not explicit or expressed policies. For example, a
company produces goods in the price range which is comfortable
for middle class people. This indicates that the intention of the
company is to serve the middle income groups.

According to the Importance:

a. Basic Policy: It implies the fundamental philosophy of the
enterprise. Basic policies are framed by the top management.

b. Major Policy: These policies are concerned with the ma-
jor issues and are the concern of the organisation. Example:. Pro-
motion Policy, Distribution Policy etc.

c. Minor Policy: To tackle routine matters, minor policies
are decided by the line managers. They may relate to the amount
of discount, time of delivery of product etc.

o
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According to the Scope:

a. General Policy: These policies are framed by the middle
level.

b. Specific Policy: Policies which are not general are spe-
cific policies. Example: Departmental policy.

c. Directive Policy: A directive policy is essential when
decentralized discretion is not possible or when it may be con-
trary to the best interest of the company as a whole.

According to the Levels of Management:

a. Top Management Policies: These policies generally cov-
er long range planning. They are decided by the top man-
agement. Example: Budgeting and Product Launching etc.

b. Upper Middle Management Policies: These policies are
decided by the department heads. But while framing such
policies, the manager should link it with the major policies
of the organisation.

c¢. Middle Management Policies: The superintendant or ju-
nior manager frames these policies. The policies may re-
late to sales, finance etc.

According to the Situation:

1. Normal Policy: To guide employees about day to day
work such policies are framed. Future is uncertain and un-
predictable; hence these policies act as guidelines to the
employees.

2. Contingent Policy: These policies help the subordinates
to handle uncertain and abnormal situations.

According to the Function:

1. Administrative Policy: These policies are concerned with
the administration of the organisation. It covers a broad
area of administration. Such a policy aims at controlling
the staff.

2. Composite Policy: It is a policy that is made out by com-
bining the policies submitted by every department. Each
department submits its policy to the budget officer who
prepares consolidated statement in a coordinated manner.
Such a policy statement when approved by the Board is
called “Composite Policy.”

3. Supplementary Policy: The issues not covered by the
composite policies are covered under the supplementary

policy.

liga; SGOU - SLM - MCom -Business Policy and Strategic Management 7

"
o s

SRERNARAVANAGURL
................



¢ Align Policy with
Objective

+ Understandable

¢ Ensure uniformity
and continuity

+ Consistence
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4. Departmental Policy: The policies prepared by individual
departments for their routine working are called departmen-
tal policies. Example: Personal Department Policy.

1.1.6 Essentials of Good Business Policy
The essentials of a sound business policy are
a. Relationship to Organisation Objectives

The policies should be based on organisation objectives, i.e.,
what purposes and objectives the business has in view to achieve
and how these can best be achieved. It should clearly reflect the
principle, concepts, practices and philosophies of the organisa-
tion. Further, the policies should be capable of relating the or-
ganisation’s objectives to other factors. It should be noted that
when a policy fails, the firm will find itself seriously hampered
in trying to achieve its objectives more than the company’s per-
sonnel in trying to achieve theirs.

b. Simple and Easily Understandable

The policy should be stated in definite, positive and clearly
understandable terms. Unambiguous statement of policy is nec-
essary for a clear understanding of it on the part of those affected
by it. Clarity is the essence of a good policy so that everyone in
the organisation knows what it proposes to achieve.

c. Written Policies

Preferably, policies should be written so that they can be
integrated within systems and policy manuals. Written policies
make a commitment on the part of management, employees and
others that “the top management does what it says.” They ensure
uniformity of application and assure continuity of action even
when the top management is changed. They help to ensure that
professed policies are ‘right,” for an organisation tries to put its
best foot forward.

d. Stable but not Rigid

The policy must be reasonably stable but not rigid. Stabili-
ty implies firmness and constancy. Such a stable policy inspires
confidence in the minds of the employees, customers and deal-
ers. It should not be altered frequently, but should be stable for
a fairly long time, say two to three years. Frequent changes in
policies often create confusion in the minds of those who are to
follow these.

1.1.7 Differences between Strategic Management
and Business Policy

Strategic management and business policy are key compo-
nents of organisational governance, with each having a unique

o
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¢ Strategic manage-
ment -long-term
goals

+ Business policy
- day-to-day opera-
tions

role in guiding a company’s direction and operations. While
they share the goal of increasing competitiveness and attaining
organisational objectives, they differ greatly in scope, focus,
and approach. Strategic management refers to the full pro-
cess of developing, implementing, and assessing strategies to
achieve long-term organisational objectives and acquire a sus-
tainable competitive advantage. It entails analysing the exter-
nal environment, recognising opportunities and dangers, eval-
uating internal capabilities and resources, and combining these
elements to develop effective plans. Strategic management
works at a high abstraction level, addressing broad concerns
including market positioning, industry trends, resource allo-
cation, and diversification. It demands a comprehensive per-
spective that takes into account numerous stakeholders, com-
petitive factors, technology breakthroughs, and global market
dynamics.

Business policy refers to the creation and implementation
of precise guidelines and procedures that regulate day-to-day
operational activity inside an organization. It focuses on trans-
forming strategic goals into executable plans and processes,
guaranteeing uniformity and coordination across many func-
tional areas such as human resources, finance, marketing, and
operations. Business policy focuses on short- to medium-term
goals and tactical execution, addressing urgent operational dif-
ficulties and opportunities. It works on a more comprehensive
and particular level, offering standards for decision-making and
activities within functional silos and departmental boundaries.

The distinctions between strategic management and com-
pany policy can be further clarified by considering their im-
portant characteristics:

Scope and Timeframe:

+ Business Policy: Business policy typically focuses on
short- to medium-term goals and addresses day-to-day
operational activities within the organization.

+ Strategic Management: Strategic management, on the
other hand, deals with long-term goals and encompass-
es the entire process of developing, implementing, and
evaluating strategies to achieve sustainable competitive
advantage.

Purpose:
+ Business Policy: Business policy aims to ensure uniformi-

ty and coordination across various functional areas such
as human resources, finance, marketing, and operations by

,fa
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establishing precise guidelines and procedures.

¢ Strategic Management: Strategic management aims to
achieve long-term organizational objectives and acquire a
sustainable competitive advantage by analyzing the external
environment, evaluating internal capabilities, and develop-
ing effective plans and processes.

Focus:

+ Business Policy: Business policy focuses on tactical ex-
ecution and addresses immediate operational difficulties
and opportunities within functional silos and departmental
boundaries.

+ Strategic Management: Strategic management works at a
high abstraction level, addressing broad concerns such as
market positioning, industry trends, resource allocation, and
diversification.

Summarised Over m‘

The concept of company business has evolved significantly, from an initial con-
centration on administrative procedures to a more comprehensive strategic approach to
organisational administration. Originally concerned with establishing rules and regula-
tions for day-to-day operations, it has evolved to encompass a more strategic perspec-
tive, emphasising the alignment of operational activities with overarching organisa-
tional goals and objectives in response to increasing complexity and competition in the
business environment. Business policy is critical in driving decision-making and activ-
ities within organisations, providing a framework to promote coherence, consistency,
and alignment with strategic objectives. It gives stability and direction for successfully
navigating problems and seizing opportunities, especially in a world of rapid change
and ambiguity. A successful business policy must have clear objectives, transparency
in communication, flexibility to react to changing dynamics, and conformity with legal
and ethical standards to protect the organization’s reputation and integrity. There are
several sorts of business policies, including operational, administrative, financial, and
personnel policies, each of which serves a specific function within the organisation.
While corporate policy focuses on creating and implementing norms for day-to-day op-
erational actions, strategic management involves the complete process of setting goals,
developing strategies, and assessing their efficacy. Strategic management functions at
a higher level of abstraction, addressing bigger strategic issues like market positioning
and resource allocation while directing the organization’s overall direction and priori-
ties. Business policy, on the other hand, integrates strategic objectives into actionable
strategies and procedures that drive operational excellence and achieve organisational
goals while also maintaining uniformity and coordination across functional areas.

10 SGOU - SLM - MCom -Business Policy and Strategic Management @
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Self-Assessment Question

1.  What is a business policy?

2. What are the essentials of a good policy?

3. How is strategy different from policy?

4. Distinguish between policy and strategy

5. Bring out the above differences by illustrating with an example.

6. Define the concept of business policy in your own words, highlighting its core

components and purpose within organisational management.

7. How does the meaning of business policy differ from related concepts such as
strategy, and what distinguishes it as a unique organisational framework?

8. Explain the relationship between business policy and strategic management. How
does the concept of business policy fit into the broader framework of strategic
planning and execution?

9. Provide examples of how effective business policies contribute to the alignment of
organisational activities with long term strategic goals.

10. Evaluate the significance of business policy in guiding decision making processes
within an organisation. How does adherence to established policies contribute to
organisational stability and growth?

Assignments

1. Critically evaluate the evolution in the context of changing economic, social, and
technological landscapes.

2. Analyze case studies of companies showcasing the role of effective business policy
in achieving strategic objectives and sustaining competitive advantage.

3. Discuss the importance of aligning business policy with organizational goals and
values for long-term success.

4. Discuss the complementary nature of business policy and strategic management in
achieving organizational goals.

5. Define the concepts of business policy and strategic management, highlighting
their similarities and differences.

msz SGOU - SLM - MCom -Business Policy and Strategic Management 11
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.

=
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Strategic Management
Process

Learning Outcomes

On successful completion of this unit, the learner will be able to:

+ demonstrate an appreciation of areas which are fundamental to the development
of successful strategy.

+ outline and critique the major perspectives on the conduct of strategy.

+ explain and use the most common tools of strategic analysis.

Background .

Strategic management is influenced by various forces that shape the way organi-
sations formulate and execute their strategies. External forces include the dynamic na-
ture of the business environment, characterised by technological advancements, market
changes and globalisation. Rapid technological innovations force companies to adapt
or risk obsolescence, while global interconnectedness requires organisations to consider
international markets and competition. Economic forces, such as fluctuations in currency
values and economic cycles, impact strategic decisions. Sociocultural forces, including
changing demographics and consumer preferences, drive the need for businesses to align
their strategies with social trends. Political and legal forces, such as regulatory changes
and government policies, also play a crucial role in shaping strategic choices. Internal
forces, on the other hand, emanate from within the organisation. Organisational culture,
leadership styles and the capabilities of employees influence strategic management. Re-
source constraints and financial considerations impact the feasibility of strategic initia-
tives. Strategic management is a dynamic process that responds to the interplay of these
internal and external forces, requiring organisations to be agile and proactive in navigat-
ing the complexities of the business environment

Mission, Vision, Objective, Goal

14 SGOU - SLM - MCom -Business Policy and Strategic Management @
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+ Vision and Mission

+ Objectives Drive
Performance

Management of companies is essential for the systematic
growth and development of the company and this is possible
by providing vehicles to generate and screen strategic options.
The management strategies are formulated on the basis of the
company’s mission and vision. In line with them, the goals and
objectives are set for the company. These provide organisa-
tional identity and understanding of business directions. New
organisations have to frame their own vision and mission and
existing firms have to fine tune their vision and mission.

1.2.1 Tasks of Strategic Management

The, strategy implementing process consists of five inter
related managerial tasks:

a. Developing a Strategic Vision and Business Mission

The foremost direction that managers need to ask is the vi-
sion for the company which pushes managers to consider what
the company’s business character is and should be and to de-
velop a clear picture of where the company needs to be headed
over the next 5 to 10 years. Answers to these questions shape a
course for the organisation to take and help establish a strong
organisational identity. A mission statement defines a compa-
ny’s business and provides a clear view of what the company
is trying to accomplish for its customers. Management’s con-
cept of the business needs to be supplemented with a concept
of the company’s future business characteristic and long term
direction.

b. Setting Objectives

The purpose of setting objectives is to convert managerial
statements of business mission and company direction into spe-
cific performance targets. Setting objectives that are challeng-
ing but achievable can help guard against self-satisfied, non
directed and internal confusion over what to accomplish. The
objectives managers establish should ideally include both short
term and long term performance targets. Short term objectives
spell out the immediate improvements and outcomes manage-
ment desires. Long term objectives prompt managers to posi-
tion the company to perform well over the long term. As a rule,
when a choice is to be made between achieving long run ob-
jectives and achieving short run objectives, long run objectives
should take the priority. From company’s general objectives,
two types of performance objectives are called for: financial
objectives and strategic objectives. Financial objectives are
important because without acceptable financial performance

@ SGOU - SLM - MCom -Business Policy and Strategic Management 15
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+ Entrepreneurial
Strategy
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an organisation risks being denied the resources it needs to grow
and prosper. Strategic objectives are needed to prompt manage-
rial efforts to strengthen a company’s overall business and com-
petitive position.

c. Crafting a Strategy

Strategy making brings into play the critical managerial issue
of how to achieve the targeted results in light of the organisation’s
situation and prospects. The task of crafting a strategy starts with
solid analyses of the company’s internal and external situation.
A company’s actual strategy is something managers must craft
as events arise outside and inside the company. Crafting strat-
egy is an exercise in entrepreneurship and outside in strategic
thinking. Company strategies cannot be responsive to changes in
the business environment unless managers exhibit entrepreneur-
ship in studying market trends, listening to customers, enhancing
the company’s competitiveness and leading company activities
in new directions in a timely manner. Good strategy making is
therefore inseparable from good business entrepreneurship. A
company encounters two dangers when its managers fail to ex-
ercise strategy making entrepreneurship. One is a stale strategy.
The second danger is inside oriented strategic thinking.

d. Strategy Implementation and Execution

The strategy implementing function consists of seeing what
it will take to make the strategy work and to reach the targeted
performance on schedule. The job of implementing strategy is
mainly a practice, close to-the-scene administrative task that in-
cludes the following principal aspects:

1. Building an organisation capable of carrying out the strate-
gy successfully.

2. Establishing strategy supportive policies.

3. Motivating people in ways that stimulate them to pursue
the target objectives energetically and if need be, modifying
their duties and job behaviour to better fit the requirements
of successful strategy execution.

4. Tying the reward structure to the achievement of targeted
results.

5. Creating a company culture and work climate useful for
successful strategy implementation.

6. Installing internal support systems that enable company per-
sonnel to carry out their strategic roles effectively day in and
day out.

7. Performing best practices and programmes for continuous
improvement.
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+ External Envi-
ronment Shapes
Strategy

-

8. Applying the internal leadership needed to drive imple-
mentation.

e. Evaluating Performance, Reviewing New Develop
ments and Initiating Corrective Adjustments

The search for ever better strategy execution is also con-
tinuous. Sometimes an aspect of implementation does not go
as well as intended and changes will have to be made. Imple-
mentation has to be thought of as a process, not an event. It
occurs through the gross effects of many managerial decisions
and many actions on the part of work groups and individuals
across the organisation.

1.2.2 Factors shaping Strategy

Environmental Constraints:

The dynamic elements of environment affect the way in
which strategy is made. The survival and prosperity of a firm
depend largely on the interaction of the elements of environ-
ment, such as shareholders, customers, suppliers, competitors,
the government and the community. These elements constitute
the external constraints. The flexibility in the choice of strategy
is often governed by the extent and degree of the firm’s depen-
dence on the environment.

Dynamism of Market Sector:

Market forces vehemently influence the choice of strategy.
For example, a firm which obtains bulk supply of its raw mate-
rials or components in a competitive market will have greater
flexibility in its strategic choice than another firm which has to
depend for its supplies on an oligopolistic market.

Intra-Organisational Factors:

Organisational factors also affect strategic choice. These
include organisational mission, strategic intent, goals, organi-
sation’s business definition, resources, policies, etc.

In choosing a strategic alternative, strategy makers must
consider pressures from the corporate culture. They must as-
sess a strategy’s compatibility with that culture. Every organi-
sation has its own corporate culture. It is made of a set of shared
values, beliefs, attitudes, customs, norms, etc.

1. Industry and cultural backgrounds affect strategic choice.
Impact of past strategies

Personal characteristics

Managerial attitude to risk and

Value System

bk

J\Sa'__ SGOU - SLM - MCom -Business Policy and Strategic Management 17

o
e s
SRETHARAYANAGURY
T TRy



1.2.3 Vision

A vision articulates the position that an organisation would

like to attain in the distant future. It helps in creating a common

+ Future Aspirations

identity and a shared sense of purpose. Vision is a short and brief
=—=® statement of what the company intends to become and achieve at
some point in the future. It refers to a category of intentions that

are broad, all-encompassing and forward thinking.

L 4

*

L 4

A good vision possesses the following features:
It should be inspiring.
It should foster long term thinking.
It should be original and unique.
It should be competitive.
It should be realistic.

Vision must be plausible to employees and shareholders of
the company.

Vision must be attractive and appropriate for the organisa-
tion and for the times.

Good vision sets standards of excellence and reflects high
ideals.

Vision is something different and exceptional to reflect the
uniqueness of the organisation.

Examples:

Company Vision
Most admired by our customers, employees, business part-
Tata Motors ners and shareholders for the experience and value they en-
joy being with us.
To be a globally respected organisation that provides best
Infosys of breed business solutions, leveraging technology, delivered

by the best-in-class people.

18 SGOU - SLM - MCom -Business Policy and Strategic Management
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¢ Purpose for exis-
tence

1.2.4 Mission

Mission refers to the purpose of an organisation. Mission
states the business reason for the organisation’s existence. Mis-
sion statement is used by the company to explain in simple and
concise terms its purpose for existence. A mission statement
provides a framework and context to guide the company’s
strategies and actions.

Collins and Porras define mission as a *” a clear and com-
pelling goal that serves to unify an organisation’s effort.”
A mission has a finish line and a specific time frame for its
achievement.

1.2.4.1. Components of a mission statement

There are diverse issues which need to be covered while
framing the mission statement of a company. The components
of a mission statement can be brought as under:

+ Customers

¢ Products or services

¢ Markets

¢ Technology

+ Concern for survival, growth and profitability
+ Philosophy

¢ Self concept

+ Concern for employees

1.2.4.2 Characteristics of Mission Statement

A mission statement should be realistic and achievable.
The mission statement should be precise.

A mission statement should be clear for action

A mission statement should be distinct.

I S A

It should have social linkage to build long term perspec-
tive in a better way.

It should not be static.

7. 1t should be motivating for members of the organisation
and of society.

N

8. The mission statement should indicate the process of ac
complishing objectives

Examples
Company Mission statement
Tata Motors To be passionate in ant1c1pat1ng and providing the best
vehicles and experiences that excite our customers globally.

,fa
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1.2.5 Differences between Mission and Vision

MISSION VISION

It is like a dream It is like action to reach a dream

It is the art of seeing things invisible [t comprises of activities that make
things visible
A mission statement talks about the pres- |A vision statement talks about the future
ent which ultimately leads to the future. of the organisation.
It acts as a guiding image of success [t provides focus on main business activities
1.2.6 Corporate Values

These refer to the operating philosophies or principles that
guide a company’s internal conduct as well as its relationship
with stakeholders. Values are normally incorporated in mission
statements.

Example

o Integrity

*

Understanding

Excellence

*

*

Unity

*

Responsibility
1.2.7 Objective

A corporate objective is a statement of intent which provides
a basic direction for the activities of an organisation in pursuit of
its mission. Objectives are the end results of a planned activity.
They are stated in quantifiable terms.

The following characteristics must be present in a fairly
framed statement of objectives:

+ They should be specific and unambiguous.

¢ They should be flexible enough so that if changes are re-
quired, they may be incorporated easily.

+ They should be attainable and measurable.

¢ They should be challenging.
1.2.8 Goals

Goals are those specific ambitions or quantifiable targets that
are set by a company to which it commits to attain in order to
achieve its corporate mission and objectives.

i
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Organisational goals serve four basic functions:
¢ They provide guidance and action
+ Facilitate planning
+ Motivate and inspire employees

+ Help organisations evaluate and control performance

1.2.9 Benefits of Organisational Goals

+ Provide guidelines for action by directing and channeling
employee efforts.

¢ Provide constraints in the organization. Goals act as a
source of legitimacy by justifying the existence

¢ Define standard of performance
+ Function as sources of motivation

1.2.10 Differences Between Goals and Objectives

GOALS OBJECTIVES

They are broad descriptions | They are narrow and specific description of
of purposes of the company | purposes of company

It is difficult to measure It is easy to measure them as they are generally
them. quantifiable.

Provide general intentions of | Provide precise view of targets focused
the company

They are intangible They are tangible

They are long term perspec | The orientation is short term
tives of the company

1.2.11 Strategic Intent

Strategic intent refers to the purpose for which the organisa-

tion strives. It is the philosophical framework of strategic man-

agement process. The hierarchy of strategic intent covers the vi-

[ sion and mission, business definition and goals and objectives.

Strategic intent is the term used to describe the inspirational
plans, overarching purpose or intended direction of travel need-
ed to reach an organisational vision. Beneficial change results

¢ Guiding Ambition @

| from the strategic intent, ambitions and needs of an organisation.
There are three major attributes of Strategic intent, namely sense
of direction, sense of discovery and sense of destiny.

2
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Characteristics of Strategic Intent:
+ It should have an essence of winning.
+ [t should remain stable over a period of time.
¢ It should encourage personal effort and commitment.
¢ It should foster creativity.

¢ The strategic intent notion helps the managers to focus on
creating new capabilities to exploit future opportunities.

Summarised Overview

The effective management of companies is paramount for systematic growth and
development and achieving this requires the formulation and implementation of well
defined strategies. The strategic options must be generated and scrutinised, aligning with
the organisation’s mission and vision. The establishment of goals and objectives based
on these foundational principles provides the organisational identity and a clear under-
standing of business directions. Whether for new organisations crafting their vision or
existing firms fine-tuning their mission, the continuous evolution of strategic manage-
ment tasks is imperative. The tasks of strategic management, comprising developing
a strategic vision and business mission, setting objectives, crafting a strategy, imple-
menting and executing the strategy, and evaluating performance, form a comprehensive
framework. Each task contributes to the strategic management process, ensuring that
the company’s direction is well-defined and its goals are met. Factors shaping strategy
include environmental constraints, market dynamism and intra-organisational factors.
Industry and cultural backgrounds, impact of past strategies, personal characteristics,
managerial attitude to risk and value systems influence strategic choices. Recognising
these factors is crucial for effective decision-making in the dynamic business environ-
ment. Distinguishing between mission and vision; the former represents the present ac-
tions leading to the future, while the latter is the future-focused aspiration. Corporate
values, essential to guiding internal conduct and stakeholder relationships, are often
embedded in mission statements. Objectives and goals, quantifiable end results and spe-
cific targets, respectively, provide a roadmap for organisational activities. The benefits
of organisational goals include providing guidelines, facilitating planning, motivating
employees and enabling performance evaluation and control. Understanding the differ-
ences between goals and objectives and the concept of strategic intent, which encapsu-
lates the inspirational plans and overarching purpose, enriches the strategic management
process.
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Self-Assessment Questions

1.  What is Vision?

What do you understand by mission?

What do you mean by Objective?

What is the need of setting objectives in an organisation?

Differentiate between vision and mission.

O

“Employees have a greater role to play in formulating strategy”. Comment.

Assignments ‘

1. Explore the impact of digitalization and technological advancements on the
strategic management process.

2. Analyze case studies of companies leveraging digital technologies to gain
competitive advantage and disrupt traditional industries.

3. Discuss the opportunities and challenges of digital transformation for organiza-
tions and strategies for adapting to the digital age.

4. Discuss the challenges and best practices associated with implementing strategic
plans within organizations.

5. Develop a strategy implementation plan outlining specific action steps, responsi-
bilities, and timelines.

Suggested Reading

1. Arthur A. Thompson Jr, Strickland. (2010). “Strategic Management- Concepts and
Cases” TATA McGraw Hill Company Ltd, Second Reprint, New Delhi.

2. Budhiraja, S. B. and M. B. Athreya: Cases in Strategic Management, Tata McGraw
Hill, New Delhi.

3. Business Policy and Strategic Management, Subha Rao Himalaya Publishing
House, Mumbiai.
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4. John Child and David Faulkner. (1998). Strategies of Co-operation: Managing Alli-
ances — Networks and Joint Ventures. New Delhi: Oxford University Press.

5. Michael, E. Porter: The Competitive Advantage of Nations, Macmillan, New Delhi
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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A Model of Strategy and
Elements

Learning Outcomes

On successful completion of this unit, the learner will be able to:

+ identify and evaluate the internal and external factors that help in development of
strategy.

¢ get an awareness on the elements of strategic planning

+ explain steps in strategic planning

Background ‘

Organisations consistently seek avenues for enhancement, a pursuit integral to their
sustained relevance and more significantly, profitability. The mere desire for improve-
ment, however, is insufficient; a deliberate strategy and an operational model are indis-
pensable components. Unsurprisingly, there exist frameworks tailored for this purpose
known as strategic planning models. Essentially, a strategic planning model delineates
how an organisation translates its strategy into a comprehensive plan for execution, aim-
ing to refine operations and align more effectively with their objectives. An illustrative
instance of such strategic planning is evident in corporate strategy, strategically crafted to
augment revenue and bolster brand reputation. Leveraging various approaches, from the
introduction of new products and improvements in quality to the deployment of assertive
marketing and sales techniques, organisations can tap into diverse growth opportunities.
This chapter, therefore, delves into the intricacies of evaluating both the internal and ex-
ternal environments of a company, ultimately guiding the formulation and execution of
effective strategies.

Strategic Planning, Internal Environment, External Environment
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+ Roadmap to vision
and mission

1.3.1 Strategic Planning

Strategic planning refers to the process of defining the strategy
of an organisation and taking decisions on allocation of resourc-
es in pursuance of the strategy. It also involves the controlling of
the organisational mechanisms for guiding the implementation
of the strategy. The underlying assumption about strategic plan-
ning is that the future can be anticipated, forecasted, managed
and controlled and the best way to do so is to have a formal
and integrated planning. Strategic planning formulates a well
thought out plan for properly allocating time, human capital and
financial resources. Strategic planning is the process by which
an organisation clearly defines its Vision, Mission, Objectives,
Strategies and Action Plans.

A disciplined effort to produce fundamental decisions and ac-
tions that shape and guide what an organisation is, what it does
and why it does it.” - Bryson J. M.

“Strategic planning refers to a process defining organisation-
al objectives, implementing strategies to achieve those objectives
and measuring the effectiveness of those strategies” — Campbell.

1.3.2 Characteristics of Strategic Planning

a. Itisaprocess for setting future directions.

b. Itis a mean for making strategic decisions.

c. It explains the business to others to get them involved and
motivated.
It helps in the monitoring of performance.

e. To set standards of accountability for people and pro-
grammes.

1.3.3 Importance of Strategic Planning

It is a tool that is useful in guiding current operations and also
for evaluating progress in an organisation and find out approach-
es to move forward. The need for strategic planning increases as
organisation grows and there arises a complex environment.

+ Strategic planning provides a clear direction for the organ-
isation as to how and what is to be done. Only then will an
organisation be able to achieve the goals.

+ Strategic planning involves looking at the organisation as a
whole and helping in effective management of the organi-
sation.
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+ Agree on plan
process

¢ Identify & Clarify
Mandates

+ Mission & Vision:

28 SGOU - SLM - MCom -Business Policy and Strategic Management

¢ Defining the shared vision and the future direction result
in a consensus among the staff regarding the vision and
mission of the organisation.

¢ The planning process prioritises the work to be done to
attain the desired future.

¢ Strategic planning clearly examines the strengths of the
organisation.

+ Reviews the systems and processes of the organisation.

1.3.4 Steps in Strategic Planning

+ Initiate and Agree Upon a Strategic Planning Process

The first step is to initiate and agree on a strategic planning
process. There tends to exist an agreement on purpose among
decision makers or strategists about the overall strategic plan-
ning effort and key planning steps. This step includes creation
of initial agreement within strategic planning idea covering im-
portant items such as purpose, steps and membership of strate-
gic planning team and major limitations in the process.

+ Identify Organisational Mandates

The purpose of this step is to recognise and clarify the for-
mal and informal mandates or directives placed on the organ-
isation. These mandates will be contained in the legislations,
articles of associations and other regulations established by the
company. Unless mandates are identified and clarified there
tends to arise difficulties.

+ Clarify Organisational Mission and Values

Mission provides the most important justification for the
existence of an organisation. It is important that an organisa-
tion should have a clear understanding of why it exists, who
its customers are, what services it provides to them and that
its customers’ needs are being served. A clear vision statement
fosters discussion on the issues that are important for the or-
ganisation.

+ Assess the External and Internal Environments of the
Organisation

During the planning process, an organisation should exam-
ine its internal and external environments to determine the best
strategies for a successful future. Internal factors should be ex-
amined to identify strengths and weaknesses, while external
factors should be examined to determine opportunities, threats
and challenges. Both the external and internal assessments en-
able an organisation to identify and focus on its key issues.
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Identify the strategic issues facing the organisation.

*

Formulate strategies to manage the issues.

*

Review and adopt strategic plans.

*

Establish an effective organisational vision.

*

Develop an effective implementation process.
+ Reassess strategies and strategic planning process.

1.3.5 Models of Strategic Planning

Each organisation has its own unique situations of strengths,
weaknesses, opportunities and threats and so it has to develop or
adopt a strategic planning model that perfectly meets the require-
ments of strategy formulation. Some of the important models of
strategic planning are described below:

1. Vision Based Strategic Planning Model:

It is also known as goal based strategic planning. Here the
strategists look ahead into future and suggest specific goals to be
achieved by the time. For example, setting 30% profit rate at the
end of the next three financial years.

A typical vision based strategic planning, encompasses the
following stages:

1.  Establishing of a Vision and Mission statement.
2. Selecting the goals that the organisation must attain.

3.  Formulating the strategies that must be implemented to at-
tain the goals.

4. Identifying the action plans to implement each strategy.

5. Arranging the mission, vision, strategies and action plans
into a Strategic Plan document.

6. Implementing and monitoring the strategic plan and updat-
ing the plan as needed.

2. Issues Based Strategic Planning Model

This model begins by examining the issues faced by the
organisation and formulating appropriate strategies to address
those issues. The following are the major steps in an issue based
strategic planning;

1. Identification of the major issues confronted by the organ-
isation.
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+ Respond to scenario
change

¢ Constant Monitoring

+ framework for sus-
taining the growth

+ Mission-Resource Fit

+ Multi-Factor Ap-
proach
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2. Critical examination of each issue in order to develop ap-
propriate strategies.

3. Formulation of strategies to resolve the issues.

4. Compiling the issues and ideas into a strategic plan
document.

5. Implementation of the plan and modification of the plan
as needed.

3. Scenario Based Strategic Planning Model

The strategists discuss different future organisational sce-
narios such as the best scenario, the worst scenario and a rea-
sonable scenario which might arise with the organisation as a
result of each change. The purpose of scenario planning is to
suggest what the organisation might do, or to formulate poten-
tial strategies, in each of the three scenarios to respond to each
change.

4. Real Time Strategic Planning Model

Real time strategic planning Model takes into account the
ongoing nature of forming strategies. The basic assumption of
this model is that it is not advisable for an organisation to rely
on one grand organisation strategy; rather it must constantly
monitor the environment to understand its position and plan
for the future.

5. Organic Strategic Planning Model

Organic strategic planning is a unique approach to the
company’s growth. It changes the traditional strategic planning
paradigms by focusing on identifying the best practices, pro-
cesses and methodologies in the organisation. The model aims
at providing a framework for sustaining the growth of the or-
ganisation.

6. Alignment Strategic Planning Model

The purpose of the alignment model of planning is to en-
sure a strong alignment between the organisation’s mission and
its resources for its effective functioning. This model is useful
for organisations that need to fine tune its strategies.

7. Interblended Strategic Planning Model

This model is combination of all the available strategic
planning models. It is on the assumption that none of the strate-
gic planning models can be fully effective in complex strategic
planning situations. The model is also known as multi criteria
based strategic planning.
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+ Unique Brand Percep
tion

¢ Targeted Differentia-
tion

1.3.6 Factors in the Selection of a Strategic
Planning Model

1. Purpose of Strategic Planning
2. Past Experiences

3. Culture of the Organisation
4. Nature of the Environment

5. Organisational structure
1.3.7 Positioning

Positioning defines how the brand’s offering is unique and
how it provides a distinct benefit to customers. Businesses use
marketing to communicate their market position to customers
and influence their perception of the brand’s products or services.
A positioning strategy is a strategic marketing plan that helps
you determine where your business stands in the market and how
it should be positioned to attract more customers. A poorly posi-
tioned product will never reach its full potential no matter how
well it is marketed, while an excellent positioning strategy can
be all that stands between failure and profitability. A good brand
positioning is one that creates a unique space for the product or
service in the mind of the customer. Wrong positioning can kill
a brand. It can do this by making the product unattractive to the
right audience or by targeting the wrong audience.

1.3.8 Determining a Positioning Strategy

A successful positioning strategy relies on a deep under-
standing of the marketplace you want to compete in. It identi-
fies how your company is different from the competitors and the
conditions and opportunities in the marketplace. A big mistake
that many businesses make is assuming that positioning is just
a marketing strategy. Customers can recognise a clear position-
ing strategy a understand whether a brand is competing on price
or quality. Organisations must clearly define their positioning
across the value chain; otherwise, communication loses focus
and can become confusing.

There are five main strategies upon which businesses can
base their positioning.

1. Positioning based on product characteristics

Using product characteristics or benefits as a positioning
strategy associates your brand with a certain characteristic that is
beneficial to customers. For example, in the automobile industry,
Toyota’s position in the market is reliability, Porsche’s position
is performance and Volvo’s position is safety.

gl
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¢ Value Through Com-
petitive Pricing

¢ Luxury & Exclusivity

* Specific Use Targeting

¢ Competition
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2. Positioning based on price

Positioning your products or services based on price is as-
sociating your brand with competitive pricing. Usually, with
pricing positioning strategy, a brand aims to be the cheapest
or one of the cheapest in the market, and value becomes their
position. For example, Supermarket chains often have a house
brand with very low-price products in many product catego-
ries. Brands can also position their products based on price if
they find a gap in the market at a certain price point. Being
the only option in a certain price range becomes your market
position. Often brands extend their product lines to fill a gap in
the market.

3. Positioning based on quality or luxury

Positioning a product based on its high quality or ‘luxury’
is different from positioning based on price. Often these brands
do not communicate their price point, but instead high quality
or prestige is the focal point of communication, to create a de-
sire so that customers want the product regardless of the price.
Luxury does not always mean better quality, but customers still
believe it is better because of the reputation of the brand due to
their long-term brand positioning strategies.

4. Positioning based on product use or application

Associating your product with a particular use is another
way to position your brand in the market. For example, meal
replacements designed specifically for people who want per-
formance in the gym, high in calories and added vitamins and
minerals. Other meal replacements are for people on a diet, so
they are low in calories and would not provide much energy for
somebody’s workout.

5. Positioning based on competition

Brands can also use the competition as a reference point
to follow a similar strategy. If a particular brand has a large
market share, their positioning strategy must be attractive to a
large group of customers, so yo try and convert some of their
customers by offering a similar product with similar benefits at
the same price point.

1.3.9 The 3 Cs of working out your strategic
positioning
Successful branding starts with understanding the market

and knowing your target audience. The three keys to strategic
positioning are often referred to as the “three Cs.”
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+ Decision for Future
Direction

i.  Customer - A customer’s needs are the most important as-
pect of positioning; so it is pivotal to pay attention and focus
on what they want.

ii. Channel or sales team - The more experience channels have
in the sales cycle, the better equipped they will be to help
you identify what makes your brand strong so that you can
focus on just those qualities during positioning strategy de-
velopment.

iii. Competition - The best way to ensure a position that sets
you apart from the competition is by making sure your prod-
uct really stands out from what is already on the market.

1.3.10 Strategic Choice

Strategic choice simply refers to the strategy chosen out of
available alternatives for attaining organisational objectives. It is
termed as the most appropriate one that is selected after analysis
of various facts by experts. Strategic choice is the outcome of a
systematic examination of distinct alternatives where different
experts make their own calculations and finally select a strategy
by bargain. Strategic choice refers to the decision which deter-
mines the future strategy of a firm. A SWOT (Strengths, Weak-
nesses, Opportunities, and Threats) analysis is conducted to ex-
amine the strengths and weaknesses of the firm and opportunities
that can be exploited. Anticipating a change in consumer tastes
and introducing a service to take advantage of that change before
competitors do is an example of a good strategic choice.

1.3.11 Importance of Strategic Choice

Some of the strategic choices make up a part of bigger strate-
gic policies of the company. Hence, important emphasis is given
to them and decision makers follow due diligence before coming
up with a final strategic choice. At times, the major sharehold-
er uses his influence for the final strategic choice benefiting his
agenda.

In a nutshell, strategic choice is a combination of intent, anal-
ysis and options available.

1.3.12 Strategic Choice Parameters

The initial process involves identifying the problem com-
pletely. Once we have a clear picture of the problem in hand,
the process of short listing various solutions is undertaken. Then
comes up the strategic choice process where decision for final
choice is taken considering the various parameters in mind.

Some of these parameters could be:

2
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3.
4.

Feasibility
Prudence
Consensus

Acceptability

1.3.13 Factors Affecting Strategic Choice

>

*

The following are the factors which affect strategic choice.

Environmental constraints.
Attitude of management towards risk.

Restrictions related to time such as time pressure and de-
cision timing.

Reaction of competitors.
Restrictions related to information.
Values and preferences.

Impact of past strategies.

Relationship between management power and internal or-
ganisation.

1.3.14 Process of Strategic Choice

L.

il.

1il.

1v.
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Focusing on Strategic Alternatives - GAP analysis is used
by managers for determining this manageable number of
feasible strategies. They visualize the future state of busi-
ness for identifying the suitable alternatives.

Analyzing the Strategic Alternatives - The chosen alter-
natives are analyzed on the basis of certain factors termed
as selection factors. These factors provide a criterion for
doing an evaluation of these alternatives. These factors
include objective and subjective factors.

Evaluation of Strategic Alternatives - Analyses performed
earlier on the basis of objective and subjective factors are
brought together in this step. Proper evaluation from dif-
ferent aspects of distinct alternatives is performed to ar-
rive at the most appropriate one.

Making a Strategic Choice - Finally, the strategic choice
is made after doing an evaluation that gives a clear idea
about which one is the most appropriate under existing
conditions.

Strategy in Action - Strategy in Action (SIA) helps you

2

o
s o ™
SRETNARAVANAGURY
e TR T



¢ Strengths & Weak-
nesses

+ Environment Scan

and your leadership team to co-create and activate your or-
ganisation’s strategy, ensuring alignment, commitment and
a full sense of ownership to deliver your plan.

1.3.15 Steps to Action Planning

The Seven Steps of Action Planning are:

1. Define the Problem(s)

2. Collect and Analyze the Data

3. Clarify and Prioritize the Problem(s)

4. Write a Goal Statement for Each Solution

5. Implement Solutions: The Action Plan
6. Monitor and Evaluate

7. Restart with a New Problem or Refine the Old Problem

1.3.16 External and Internal Analysis in Strategic
Management

A SWOT analysis is used to identify the key internal and ex-
ternal environmental factors that are seen as important to achiev-
ing organisational goals. A good SWOT analysis will help an
organisation minimize the weaknesses and threats while taking
advantage of the strengths and opportunities.

Internal Analysis for Strategic Management

Internal analysis focuses on evaluating all aspects of the or-
ganisation itself. Although internal analysis can sometimes take
into account the actions of external organisations or market wide
shifts, it is largely related to the inherent traits of the organisation
at hand. For example, internal analysis can allow you to identify
both strong and weak aspects of your organisation, without tak-
ing into account the performance of external organisations.

External Analysis for Strategic Management

External analysis is less about the organisation itself and
more about its business environment (including its competitors).
The number of new competitors entering the industry, the cost of
materials used to manufacture your products, or the regulatory
frameworks set out by governments — these are all examples
of variables which are out of your organisation’s control, and
should be taken into account in external analysis. External analy-
sis is also very important in the context of strategic management.
When evaluating your organisation’s goals and resources, there
is a need to look at the surrounding business environment.

2
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+ External Forces

Macro environmental factors

Macroenvironmental factors play a pivotal role in shaping
organizational strategies, exerting influence from external forc-
es that are beyond the immediate control of the organization.
These factors encompass a broad spectrum of elements, includ-
ing economic, social, technological, environmental, and politi-
cal aspects. Economic factors such as inflation rates, exchange
rates, and economic growth significantly impact strategic deci-
sions by affecting consumer purchasing power, cost of capital,
and market demand. Social factors, including cultural norms,
demographics, and lifestyle trends, shape consumer prefer-
ences and behaviors, thereby guiding product development,
marketing strategies, and market segmentation. Technological
advancements, such as automation, artificial intelligence, and
digitalization, continuously reshape industries, altering com-
petitive dynamics, operational processes, and customer experi-
ences, prompting organizations to adapt their strategies to stay
relevant and competitive in the rapidly evolving landscape.
Environmental factors, such as climate change, sustainability
concerns, and regulatory policies, increasingly influence stra-
tegic choices, driving the adoption of eco-friendly practices,
renewable energy sources, and responsible supply chain man-
agement to mitigate environmental risks and meet stakeholder
expectations. Moreover, political factors, including govern-
ment regulations, trade policies, and geopolitical instability,
pose both opportunities and threats to organizations, necessi-
tating strategic responses to navigate regulatory compliance,
geopolitical risks, and market uncertainties effectively. In sum-
mary, macroenvironmental factors serve as critical consider-
ations in strategic planning, guiding organizations to anticipate
and respond to external challenges and opportunities, thereby
enhancing their resilience, competitiveness, and long-term sus-
tainability in the dynamic global marketplace.

| Summarided Overview

In the process of developing a strategic model, organisations embark on a multifac-
eted journey that involves several interconnected stages. Firstly, the development of a
strategic model encompasses the identification and formulation of key strategies that
align with the organisation’s greater goals and objectives. This strategic positioning
sets the foundation for decision making and resource allocation. The subsequent step
involves making choices, wherein organisations evaluate various alternatives and select
the most viable strategies to pursue. Once these choices are made, the strategic model
moves into the phase of putting the chosen strategies into action and, implementing
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them across different facets of the organisation.Critical to this process is the ongoing
evaluation of the company’s external and internal environments. The external environ-
mental analysis involves a comprehensive examination of macro environmental factors
that impact the organisation. These factors include economic, social, technological, en-
vironmental and political influences, among others. Understanding these external forces
is crucial for anticipating challenges and opportunities in the broader business landscape.
Simultaneously, the internal environmental analysis involves an introspective assessment
of the organisation’s strengths, weaknesses, opportunities and threats (SWOT analysis).
This self-awareness aids in identifying the organisation’s core competencies and areas
requiring improvement.Macro environmental factors, a sub set of external analysis, play
a pivotal role in shaping organisational strategies. These factors encompass elements
beyond the organisation’s direct control, such as economic conditions, cultural shifts,
technological advancements and regulatory changes. The impact of these macro factors
can significantly influence the success or failure of strategic initiatives. As organisations
navigate the dynamic business environment, a thorough understanding and adept consid-
eration of these macro environmental factors becomes essential for formulating resilient
and adaptive strategies that align with the organisation’s long-term goals.

Self-Assessment ]

1. What do you mean by strategy in action?

2. What is strategic choice?
3. What are the internal and external environmental factors affecting strategy?
4. How does an organisation initiate the process of developing a strategic model?

5. What role does strategic positioning play in the overall framework of developing
a strategic model?

6. Canyou elaborate on the significance of making choices in the context of strategic
model development?

7. What steps are involved in transitioning from strategic positioning to putting strat-
egies into action?

8. In the context of strategic development, how does an organisation evaluate its
internal environment?

9. What is the purpose of conducting a SWOT analysis during the internal environ-
mental analysis?

10. How can an organisation identify its core competencies through internal environ-
mental analysis?
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13.
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What are the key components of evaluating the external environment in the context
of strategic planning?

Why is it important for organisations to consider macro environmental factors during
strategic analysis?

How do economic conditions, cultural shifts and technological advancements con-
tribute to the macro environmental factors influencing strategic decisions?

Assignments

Assess how the company’s understanding of environmental factors has influenced its
strategic choices and outcomes.

Provide recommendations for improving the integration of environmental analysis
into the company’s strategy creation process.

Explore the macro environmental factors (e.g., political, economic, social, technolog-
ical, environmental, legal) influencing strategic decision-making.

Analyze case studies of companies adapting their strategies in response to macro en-
vironmental changes.

Discuss the process of strategic decision-making and the factors influencing strategic
choices.

Analyze case studies of companies making strategic choices in response to internal
and external factors.

Propose a strategic choice framework for a hypothetical company facing strategic
challenges in its industry.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Demographic Elements

Learning Outcomes

On successful completion of this unit, the learner will be able to:
+ familiarise with the demographic elements of macro business environment.
+ identify the various elements of the macro business environment;

+ discuss the development of strategies in response to the challenges in the macro
business environment.

Background .

Demographic elements constitute a fundamental aspect of the macroenvironment,
encapsulating various characteristics of populations that profoundly influence social,
economic, and political dynamics. Understanding demographic trends is crucial for or-
ganizations across industries, as they shape consumer behaviors, workforce composition,
market demand, and societal norms.

At its core, demographics encompass factors such as age, gender, ethnicity, income,
education, family structure, and geographic location. These elements provide insights
into the composition, distribution, and evolution of populations, thereby informing stra-
tegic decision-making processes.

One of the most significant demographic shifts in recent decades is the ageing pop-
ulation phenomenon, driven by declining birth rates and increasing life expectancy. This
trend has profound implications for industries such as healthcare, finance, and consumer
goods, as it creates opportunities and challenges related to healthcare services, retirement
planning, and elder care products. Changes in family structures, such as the rise of sin-
gle-person households, dual-income families, and multigenerational households, impact
consumer preferences, household spending patterns, and market segmentation strategies.
Shifts in educational attainment levels and workforce participation rates influence labor
supply, skill requirements, and talent acquisition strategies for businesses. Demographic
diversity, including factors such as ethnicity, race, and cultural backgrounds, influences
consumer preferences, market segments, and branding strategies, highlighting the im-
portance of inclusivity and cultural competence in marketing and product development
efforts.
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Demographic Elements, Political forces, Socio-cultural factors, Technological issues,

Legal factors, Ecological factors.

+ Ageing Population:
Challenges & Oppor-
tunities
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1.4.1 Demographic elements

Demographic elements represent a foundational pillar of
the macroenvironment, embodying the intricate tapestry of
human populations’ characteristics, behaviors, and dynam-
ics. These demographic facets serve as vital drivers of soci-
etal, economic, and political phenomena, exerting profound
influences on businesses, governments, and societies at large.
Understanding the complexities and nuances of demograph-
ic trends is imperative for organizations across industries, as
they navigate market landscapes, devise strategic initiatives,
and anticipate future developments. Key aspects such as age
structure, gender composition, ethnicity, income distribution,
education levels, family dynamics, and geographic distribution
are following

Age Structure

The age composition of a population holds significant
implications for various aspects of society and the economy.
Demographic trends, such as population aging, youth bulges,
and generational shifts, profoundly shape consumption pat-
terns, workforce dynamics, healthcare demands, and social
welfare systems. In many developed countries, population
aging is a prominent demographic trend driven by declining
birth rates and increasing life expectancy. This demographic
shift presents both challenges and opportunities for businesses
and policymakers. On one hand, it creates a growing market
for products and services catering to the elderly population,
such as healthcare, retirement planning, leisure activities, and
age-friendly technologies. On the other hand, it poses strains
on healthcare systems, pension schemes, and intergenerational
equity, calling for innovative solutions to address the needs of
an aging population while ensuring sustainable fiscal policies
and social cohesion.

Gender Composition

Gender demographics play a crucial role in shaping con-
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+ Gender Demograph-
ics: Consumer &
Workforce

+ Ethnic Diversity:
Market & Workplace
Benefits

|

sumer behaviors, labor force participation rates, and societal
norms. Gender imbalances, wage disparities, and cultural ex-
pectations influence consumption patterns, household dynamics,
and market segmentation strategies. In many societies, women
represent a significant and increasingly empowered consumer
segment, driving purchasing decisions across various industries,
including retail, healthcare, education, and finance. Businesses
that recognize the diversity of gender preferences, lifestyles, and
purchasing power can gain a competitive edge by offering inclu-
sive products, targeted marketing campaigns, and gender-sensi-
tive customer experiences. Gender diversity in the workforce is
increasingly recognized as a source of innovation, productivity,
and organizational resilience. Companies that promote gender
equality, eliminate discriminatory practices, and foster inclusive
work environments tend to attract top talent, enhance employee
engagement, and achieve better business outcomes. Thus, ad-
dressing gender disparities and promoting diversity and inclu-
sion initiatives are not only ethical imperatives but also strategic
imperatives for businesses seeking sustainable growth and com-
petitive advantage in today’s global marketplace.

Ethnicity and Cultural Diversity

Ethnic demographics encompass the racial, cultural, and lin-
guistic composition of populations, reflecting historical legacies,
migration patterns, and social integration dynamics. Ethnic di-
versity enriches societies, fosters creativity, and expands market
opportunities for businesses by catering to diverse tastes, prefer-
ences, and cultural identities. Companies that embrace cultural
diversity, multicultural marketing strategies, and cross-cultural
communication skills can build stronger brand loyalty, tap into
new customer segments, and foster innovation through diverse

==® perspectives and experiences. Promoting diversity and inclusion

within organizations fosters a sense of belonging, fosters creativ-
ity, and strengthens employee morale and retention, contributing
to long-term business success and resilience in an increasingly
diverse and interconnected world.

Income Distribution and Socioeconomic Status

Socio-economic demographics encompass income levels,
wealth distribution, educational attainment, and occupational
profiles within a population, reflecting disparities in economic
opportunities, social mobility, and quality of life. Income in-
equality is a pervasive challenge in many societies, exacerbating
social tensions, undermining social cohesion, and constraining
economic growth prospects. Businesses operating in environ-
ments characterized by income disparities need to consider the
purchasing power, affordability constraints, and value percep-
tions of different consumer segments. Socio- economic status in-
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¢ Income: Market Seg-
mentation

+ Education Demo-
graphics: Skills &
Workforce

¢ Family demographics
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fluences consumption patterns, brand preferences, and access
to goods and services, shaping market segmentation strategies
and pricing policies. Understanding the diverse needs, aspira-
tions, and constraints of consumers across income strata en-
ables companies to develop inclusive business models, afford-
ability solutions, and value propositions that cater to a broad
spectrum of customers while promoting sustainable and inclu-
sive growth.

Education Levels and Skill Profiles

Education demographics encompass literacy rates, educa-
tional attainment levels, skill profiles, and workforce qualifica-
tions within a population, reflecting investments in human cap-
ital, labor market dynamics, and economic competitiveness.
Access to quality education is a critical determinant of individ-
ual opportunities, social mobility, and national development
trajectories. Businesses rely on a skilled and educated work-
force to drive innovation, productivity, and competitiveness in
the global marketplace. Technological advancements, automa-
tion, and digitalization are reshaping labor markets and skill re-
quirements, prompting a growing demand for STEM (science,
technology, engineering, and mathematics) skills, digital liter-
acy, and lifelong learning. Companies that invest in employee
training, talent development, and education partnerships can
enhance workforce capabilities, adaptability, and resilience in
the face of technological disruptions and market uncertainties.
Moreover, collaborating with educational institutions, govern-
ments, and industry partners can foster innovation ecosystems,
knowledge transfer, and talent pipelines, driving sustainable
growth and prosperity.

Family Dynamics and Household Structures: Family
demographics encompass household compositions, marital
status, fertility rates, and childcare arrangements within a pop-
ulation, reflecting cultural norms, social values, and economic
constraints. Changes in family structures, such as the rise of
dual-income households, single-parent families, and delayed
marriages, influence consumption patterns, labor force par-
ticipation rates, and childcare needs. Businesses catering to
family-oriented markets, such as childcare services, education,
housing, and leisure activities, need to adapt their offerings to
meet evolving needs and preferences.

Geographic Distribution and Urbanization Trends

Geographic demographics encompass spatial distributions,
urban-rural divides, population density, and migration patterns
within and across regions, reflecting urbanization trends, infra-
structure development, and regional disparities. Urbanization
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* Geographic Demo-
graphics and Migra-
tion Patterns

¢ Social & Cultural
Impact on Business

is a global megatrend characterized by the rapid growth of cities
and metropolitan areas, driven by rural-to-urban migration, in-
dustrialization, and economic opportunities. Urban populations
represent hubs of economic activity, innovation, and cultural di-
versity, attracting businesses, talent, and investment. Urbaniza-
tion trends influence consumption patterns, transportation needs,
and environmental sustainability challenges, prompting busi-
nesses to develop urban-centric strategies, smart city solutions,
and sustainable mobility solutions. Rural demographics present
unique opportunities and challenges, particularly in sectors such
as agriculture, agribusiness, and rural development. Companies
that tailor products, services, and distribution channels to rural
markets can unlock growth potential and address unmet needs
in underserved communities. Migration patterns, whether inter-
nal or international, shape demographic dynamics, cultural land-
scapes, and labor market dynamics. Understanding migration
trends, patterns, and drivers is essential for businesses operating
in diverse and multicultural environments, as they navigate talent
acquisition, customer segmentation, and market expansion strat-
egies. Demographic elements of the macroenvironment encom-
pass a wide array of factors that shape societal, economic, and
political landscapes, influencing businesses, governments, and
communities. From age structure and gender composition to eth-
nicity, income distribution, education levels, family dynamics,
and geographic distribution, demographic trends provide valu-
able insights into consumer behaviors, labor market dynamics,
market opportunities, and societal challenges. Businesses that
embrace demographic diversity, tailor products and services to
diverse consumer segments, and adapt to evolving demographic
trends can gain a competitive edge, foster innovation, and con-
tribute to sustainable growth and prosperity in an increasingly
complex and interconnected world.

1.4.2 Socio - Cultural Environment:

It involves social values and culture that play a significant
role in the effective functioning of any firm. It means whenev-
er there is any change in the social environment, it can have a
straight or unintentional effect on the business. The term culture
includes traditions, several behavior patterns, values and even
critical facts. Some of the social and cultural factors affecting
business productivity include religion and beliefs, different life-
styles adopted by people, social classes, the growth rate of popu-
lation, life expectancy rates and many more.

1.4.3 Technological Factors

Technology is not limited to the IT sector alone. It involves
the manufacturing process, products, advanced techniques and
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many more. Some of the significant and most common macro
environment factors related to technology include automation,
engine performance and efficiency, wireless charging, internet
connectivity and the like. The technology factors are important
and can have a significant impact on how well your business is
running. It figures out even the most basic factors such as what
kind of maintenance trolley is used to preserve your tools and
equipment as long as possible.

Some of the technology factors that affect business include:
+ Internet Connectivity
¢ 3-D Technology
¢ Automation
+ Wireless Charging
+ Security-related to Cryptography
+ Speed or power of computer calculation

+ Engine Performance and Efficiency

1.4.4 Ecology and Physical Environment

Ecology and physical environment play an immense role
when determining the success of any firm. For instance, global
warming, a revolutionary change in the physical environment,
has started affecting the rainfall in different areas. As a result,
it impacts the crops. This can cause a scarcity in the production
of raw materials like cotton. So, whether it is topographical
elements, climate changes, weather conditions or any other
ecological factor, they are crucial in the macro business envi-
ronment.

1.4.5 Political and Legal Factors

The market flourishes according to the political and legal
environment in different areas. This implies that every busi-
ness needs to be updated with such forces globally to be able
to make the right decisions. The general legal factors include:

*

Copyright Law

+ Employment Law

¢ Discrimination Law

¢ Fraud Law

¢ Health and Safety Law

¢ Import and Export Law
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Summarised Overview

Political forces significantly shape business landscapes through regulations and pol-
icies, demanding adaptability and strategic navigation for organisations to thrive. Eco-
nomic elements wield a profound influence on business viability, requiring astute finan-
cial management and resilience in the face of market fluctuations. Socio-cultural factors
play a pivotal role in shaping consumer behaviour and market trends, necessitating busi-
nesses to align strategies with evolving social values and preferences. Rapid techno-
logical advancements demand continuous adaptation, positioning innovation as a cor-
nerstone for sustained competitiveness in modern markets. Legal factors, encompassing
regulatory frameworks, underscore the importance of compliance and ethical business
practices, guiding organisations to navigate legal complexities responsibly. Embracing
ecological factors is no longer a choice but a necessity, as sustainability becomes integral
to corporate responsibility, urging businesses to prioritise environmental stewardship in
their operations.

Self-Assessment Question ‘

1. Bring out the advantages and disadvantages of macro environment.

2. How do political factors affect framing strategy?

3. Why is macro analysis important?

4. Illustrate with an example macroeconomic factors affecting strategy formulation.

5. How do political forces impact businesses, and how can organisations navigate
regulatory challenges to ensure sustained success?

6. In what ways do economic elements, such as inflation and GDP growth, influence
the strategies and financial performance of businesses?

7.  How do socio-cultural factors shape consumer behaviour, and what role do these
factors play in determining market trends?

8. How can businesses effectively adapt to rapid technological advancements to stay
competitive in dynamic markets?

9. What legal factors should organisations consider when developing and implement-
ing business strategies, and how do these factors affect day-to-day operations?

10. How do socio-cultural shifts, such as changing demographics and lifestyle prefer-
ences, impact businesses and their marketing strategies?

11. In what ways can businesses proactively address ecological factors to integrate
sustainability into their operations and corporate responsibility initiatives?
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12. How do political, economic, socio-cultural, technological, legal and ecological fac-
tors collectively influence the overall business environment, and what strategies
can organisations employ to navigate these multifaceted influences?

Assignments

1. Choose a specific industry or market segment and conduct a demographic analysis
of its target audience.

2. Explore demographic trends such as age, gender, income level, education, and eth-
nicity.

3. Analyze how demographic shifts impact consumer behavior and market demand,
and propose marketing strategies based on the findings.

4. Analyze the macroeconomic factors affecting business performance and market dy-
namics.

5. Assess indicators such as GDP growth, inflation, unemployment, interest rates, and
currency exchange rates.

6. Discuss the implications of economic fluctuations on business strategies, investment
decisions, and consumer behavior
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4. John Child and David Faulkner. (1998). Strategies of Co-operation: Managing Allianc-
es — Networks and Joint Ventures. New Delhi: Oxford University Press.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Industry Analysis

Learning Outcomes

On successful completion of this unit, the learner will be able to:

¢ develop a sound business plan to ensure the survival of their chosen firm within its
competitive environment.

¢ determine the opportunities and threats that exist for firms within a competitive en-
vironment.

¢ get an awarness on the strengths and weaknesses of a firm and to determine the core
competence that can be built on to establish a competitive advantage.

Background ‘

Industry analysis is a critical component of strategic management, aiming to evaluate
the competitive landscape and external factors that impact an industry’s attractiveness
and profitability. Michael Porter’s industry analysis framework, widely acknowledged in
strategic management, emphasises the five competitive forces: the threat of new entrants,
bargaining power of buyers, bargaining power of suppliers, threat of substitute products
and intensity of competitive rivalry. This model provides a systematic approach for un-
derstanding the forces that shape competition within an industry.

Environmental Threats and Opportunities Profile (ETOP) is an analytical tool used
to assess external factors affecting an organisation, including political, economic, social,
technological and ecological factors. ETOP aids in identifying potential opportunities
and threats that can impact an organisation’s strategic decisions and overall performance.
SWOT analysis, an acronym for Strengths, Weaknesses, Opportunities, and Threats, is a
comprehensive strategic planning tool. It evaluates internal factors (strengths and weak-
nesses) and external factors (opportunities and threats) to provide a holistic understanding
of an organisation’s current position and potential avenues for growth or improvement.
The TOWS matrix, a strategic planning tool derived from SWOT analysis, facilitates
the formulation of strategies by pairing internal strengths and weaknesses with external
opportunities and threats. It guides organisations in identifying actionable strategies that
leverage strengths, address weaknesses, capitalize on opportunities and mitigate threats.

@ SGOU - SLM - MCom -Business Policy and Strategic Management 51

Qe

SRERNARAVANAGURL
O TR
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1.5.1 Tools of Industry Analysis

Industry analysis, for an entrepreneur or a company, is a
method that helps to understand a company’s position relative to
other participants in the industry. It helps them to identify both
the opportunities and threats coming their way and gives them
a strong idea of the present and future scenario of the industry.
The key to surviving in this ever-changing business environment
is to understand the differences between yourself and your com-
petitors in the industry and use it to your full advantage. Industry
analysis can assess demand and supply and technological chang-
es. It can also find external factors that influence the competi-
tion. You are able to better forecast your growth rate and plan
for evolving industry dynamics. The result is the best possible
strategy to increase your market power.

1.5.2 Michael Porter’s Industry Analysis

Every person in business usually does a lot of research and
makes a lot of plans before starting a business. One of the most
important among such aspects is to conduct an industry analysis.
It can provide the entrepreneur with an idea regarding the growth
of his products or services and the amount of competition he will
face from others. Industry analysis enables a company to develop
a competitive strategy that best defends against the competitive
forces or influences them in its favor. The key to developing a
competitive strategy is to understand the sources of the competi-
tive forces. Porter’s Five Forces Analysis is one such tool which
can be used to evaluate the five important factors regarding the
growth of the industry. It helps to get to know about the envi-
ronment surrounding the industry and the necessary steps to be
taken to get success in this market.

By developing an understanding of these competitive forces,
the company can:

+ Highlight the company’s critical strengths and weaknesses

¢ Animate its position in the industry

T
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¢ Industry Attractive-
ness & Competitive
Landscape

¢ Supplier Bargaining
Power

¢ Clarify areas where strategic changes will result in the
greatest payoffs

+ Emphasize areas where industry trends indicate the great-
est significance as either opportunities or threats

The primary purpose of the Five Forces is to determine the
attractiveness of an industry. However, the analysis also pro-
vides a starting point for formulating strategy and understand-
ing the competitive landscape in which a company operates.
The tool was created by Harvard Business School professor
Michael Porter, to analyse an industry’s attractiveness and its
potential profitability. The model was published in Michael E.
Porter’s book, Competitive Strategy: Techniques for Analyzing
Industries and Competitors in 1980.The Five Forces model is
widely used to analyze the industry structure of a company as
well as its corporate strategy. Porter identified five undeniable
forces that play a part in shaping every market and industry in
the world, with some caveats. The five forces are frequently
used to measure competition intensity, attractiveness and prof-
itability of an industry or market. Since its publication in 1979,
it has become one of the most popular and highly regarded
business strategy tools.

1.5.3 Porter’s Five Forces Analysis

According to Porter, there are five forces that represent the
key sources of competitive pressure within an industry. It is im-
portant to have firm knowledge regarding the industry before
making investments and Porter’s 5 Forces is the most effective
tool for this purpose. The five forces model plays an import-
ant role in identifying and analysing the primary five competi-
tions in any industry and provides a clear picture regarding the
strengths and the weaknesses of the industry.

They are:
1. Power of Supplier.
2. Power of Buyer.
3. Competitive Rivalry.
4. Threat of Substitution.

5. Threat of New Entry.

1. Power of Supplier

It is the power which lies in the hands of suppliers to in-
crease or decrease the prices of certain commodities. It de-
pends on many factors like the number of suppliers present in
the market, the quality of the products, if they stand out from
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the quality of other suppliers etc. If the number of suppliers in
that particular sector is less, the power of the suppliers tends to
increase. Then the entrepreneur has to take into account the idea
of alternative suppliers, but that may be difficult due to budget
constraints.

2. Power of Buyer

Buyers love to bargain and are more often successful in re-
ducing the prices of products in the market. It also depends on
many factors like the number of buyers, size of order, the de-
mand for new products among buyers, prices of other alternative
products and quality of the products. If the number of buyers is
less, they have more control over the prices.

3. Competition Rivalry

It is one of the most important factors in the Porter analysis.
In the industry market, the number of competitors, as well as
their potential, has a major impact. If a newly launched product
has a lot of competition, it may be a problem as the buyers will
have a lot of options for purchasing. But this is not the case if
there are fewer options in the market.

To get the upper hand in a competitive market, a firm opts for
several methods to increase their profit:

+ Changing the prices according to the competition
+ Improving the quality of the products to attract more buyers

¢ Innovatively using channels of distribution to grab a new
area

+ Using the relationship with customers to good effect by sat-
isfying their demands

4. Threat of Substitution

Often customers may find an alternative way to fulfil their
demands and they no longer have the necessity to buy these prod-
ucts or services. This can prove to be a major threat to the com-
pany. The more the number of substitute products available in
the market, the lesser is the demand for the products. The threat
of getting substituted can not only causes an impact on the prices
of the products but can also raise the question of sustainability
in some cases.

5. Threat of New Entry

Not only is there the threat of the direct rivals, but there is
also the threat of new firms entering into the picture and causing
a major craze in the market. This can harm the sales of products
and weaken your position in the market. Free entry markets tend
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Figure 1.5.1 Porter’s Five Forces Model
1.5.3 Advantages of Porter’s Five Forces Model

The Five Forces tool is a simple but powerful tool for un-
derstanding where power lies in a given business situation.
This is important, as it helps you understand both the strength
of your current competitive position and the strength of the
position you are looking to move into.

+ Helps in Gauging Competition

One of the advantages of Porter’s model is that it helps
the company in gauging the competition present in the indus-

- try in which company is operating because if the company is
+ Pricing Power & In- operating in that industry in which competition is low, it can
dustry Competition have pricing power which results in the company earning good
profits. In simple words, the pricing power of the company is
| inversely proportional to the competition present in the indus-
try; the higher the competition, the lower the pricing power and
vice versa.
+ Helpful in Planning

Industries which require huge investments are tricky be-
cause once the company has made investments, it cannot back
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off. By doing Porter analysis, the company can identify those
industries where threat of substitutes and threat of new entrants
are less because if new players can easily enter into the indus-
try, it will lead to competition which will not be beneficial for
the company. Besides, substitutes for industry products can also
lower the pricing power of industry as a whole. Hence, when the
company makes plans to enter into any industry, by doing Por-
ter’s five forces analysis it can eliminate those industries which
have close substitutes or where there are fewer entry barriers for
new firms entering into the industry.

+ Dealing with Buyers and Suppliers

When a company is operating where bargaining power of
suppliers and buyers is less, the company has a dual advantage.
On the one side company can get raw materials for production
at reasonable rates because when suppliers are more they will
compete among themselves to sell their products to the company
resulting in company getting good deals from suppliers. On the
other side, when bargaining power of buyers is weak which is the
case when products of the company are inelastic, the company
can be the price maker and not the price taker.

+ Showcase where the Strengths and Threats Exist

Porter’s five forces provide the output for understanding the
supplier and buyer forces with risk of new entrants and substi-
tute products. This will enable the senior management to find out
where the company’s strengths are placed and where the threats
exist. Management will be able to take precautionary actions for
the threats while enhancing the strengths more.

+ Identify the Entities Holding the Power

There are three entities to which Porter’s Five Forces are re-
lated. Those are suppliers, buyers (consumers) and competitors.
This analysis will provide insights into which entities hold more
power and less power. This will enable the companies to make
decisions on the best strategies to handle these entities.

+ Display Opportunities to Expand the Business

Porter’s five forces provide the power of suppliers and buy-
ers in the industry. This will help the company make decisions
on whether to proceed with vertical integration to acquire sup-
pliers and buyers to reduce their power and expand the business.
The business can conduct the forward integration to acquire their
consumer side of the value chain, and / or backward integration
to acquire their supplier side of the value chain, according to the
information provided by the five forces. This will also help the
company on having insights into the competitive rivalry, where
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¢ Corporate Risk

¢ Strategic decissions

+ Other Factors

the company can seek the possibility of conducting horizontal
integration to acquire a competitor to reduce the risk of com-
petition.

+ Assist to Understand the Corporate Risk

Porter’s five forces will provide valuable insights into the
power of suppliers, power of consumers and power of compet-
itors. All this information will help the company understand
the corporate risk of the business, and make responses to those
risks.

+ Helpful in Making Corporate Strategy and Vision

The corporate strategy helps the company to make strategic
decisions by looking across all aspects of the business to de-
termine how best to create the most value. Porter’s five forces
will provide valuable information for this to make the corpo-
rate strategy more accurate by considering the impact of the
external forces.

1.5.4 Disadvantages of Porter’s Five Forces
Model

Porter’s five forces have several weaknesses. Some of them
are:

+ Ignore other Factors

The biggest disadvantage of porter five forces model is that
it takes into account only the above factors and it ignores other
factors which may have a bearing on the environment in which
the company is operating. Suppose a company is operating in
an industry where all the five factors that are barriers to entry,
company products are inelastic, bargaining power of suppliers
is weak and there are no substitutes and no competition. If the
government introduces taxes on industry products or makes
some amendments regarding products of the industry, the Por-
ter’s five forces analysis will be of no use.

+ Unavailability of Quantitative Dimensions

There is no built-in method to conduct the quantitative
analysis of the external factors. This tool does not provide a
quantitative idea of the depth and impact of the five forces de-
scribed. There is also no quantitative idea about which forces
out of the five are the most important and the least important.

+ Impractical to use on Large Companies

Practically it is difficult to use this analytical framework for
a company that has a large product portfolio and operates in
different market segments. This framework is meant to analyze
a company in a single industry.

2
@ SGOU - SLM - MCom -Business Policy and Strategic Management 57

o
e s
SRETHARAYANAGURY
T TRy



+ Starting Point for
Industry Analysis

+ Environmental Threat
& Opportunity Anal-
ysis

\
58 SGOU - SLM - MCom -Business Policy and Strategic Management @

+ Can Be Used as Starting Point for the Analysis

Porter’s five forces is a simple tool that contains five exter-
nal factors which can be beneficial or else be a drawback for a
company. This can be used only as a tool for the starting point of
a deep investigation. This framework provides the initial under-
standing of the company’s competitive position in an industry.
This framework cannot alone provide a detailed investigation of
the company.

+ Not Applicable for all Industries Universally

Porter’s five forces practically cannot be used for some in-
dustries. As an example, not-for-profit companies cannot use this
method for the analysis. Companies conducting activities like
R&D also will not have much benefit from this.

+ Does not Consider Business Risk Factors

External business risk factors like foreign exchange instabili-
ties, natural catastrophes, methods of financing, legal constraints,
fast technological evolutions, fluctuations in interest rates etc.
are not considered for this framework. These are major factors in
determining the business risk of the company.

1.5.6 Environmental Threat and Opportunity
Profile

There are many techniques available for environmental ap-
praisal (assessment); one such technique suggested by Glueck
is ETOP analysis (environmental threat and opportunity profile).
The preparation of ETOP involves dividing the environment into
different sectors and then analyzing the impact of each sector on
the organisation. ETOP provides a clear picture to the strategists
about which sectors and the different factors in each sector have a
favorable impact on the organisation. By the means of an ETOP,
the organisation knows where it stands with respect to its envi-
ronment. Obviously, such an understanding can be of a great help
to an organisation in formulating strategies to take advantage
of the opportunities and counter the threats in its environment.
ETOP is a device that considers environmental information and
determines the relative impact of threats and opportunities for
the systematic evaluation of environmental scanning. ETOP is
an environmental analysis resulting in a mass of information ex-
pectations. Structuring of environmental issues is necessary to
make them meaningful and strategically related to forces in the
environment. They deal with events, trends, issues and formula-
tions. In short, it is a technique to structure environmental issues.
It is the process by which organisations monitor their relevant
environment to identify opportunities and threats affecting their
business for the purpose of taking strategic decisions.
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ETOP Preparation:
The preparation of ETOP involves:

+ Dividing the environment into different sectors such as
economical, market, social, international, legal, techno-
logical, political, ecological etc.

¢ Analyzing the impact of each sector on the organisation
¢ Sub-dividing each environmental sector into sub factors

+ Impact of each sub-sector on organisation in the form of
a statement

ETOP- Profile

ETOP analysis provides information about environment
threats and opportunities and their impact on strategic opportu-
nities for the company.

The profile contains mainly three issues; they are
1] Forecasting

Forecasting means predicting the future events and analys-
ing their impact on present plans. Business organisations anal-
yse the environment by applying various techniques to forecast
government action to formulate business plans and strategies.

2| Verbal Written information

Verbal information is collected by listening and written
information is collected by reading articles, journals, newspa-
per, newsletters etc. Common sources of information are radio,
television, workforce and outsiders. It informs changes in the
environment and prepares business organisations to incorpo-
rate them in their business plans and strategies.

3] Management Information System [MIS]

It is a formal method of making available to management
the accurate and timely information necessary to facilitate the
decision making proceeds and enable the organisation plan-
ning, control and operational functions to be carried out effec-
tively. It helps in making decisions based on future environ-
ment.

1.5.8 Swot Analysis

A scan of the internal & external environment is an import-
ant part of strategic planning process. Environmental factors
internal to the firm usually can be classified as strengths [S] or
weakness [W] and those external to the firm can be classified as
opportunities [O] or threats [T]. Such analysis of the strategic
environment is referred to as a SWOT analysis. It involves the

gl
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collection and portrayal of information about internal and exter-
nal factors which have, or may be have, an impact on business.

SWOT analysis is a strategic planning method used to eval-
uate the Strengths, Weaknesses, Opportunities, and Threats in-
volved in a business. It involves specifying the objective of the
business and identifying the internal and external factors that are
favorable and unfavorable to achieve that objective.

The aim of any SWOT analysis is to identify the key internal
and external factors that are important for achieving the objec-
tive of the organisation or individual. SWOT analysis groups key
pieces of information into two main categories:

Internal factors - The ‘strengths’ and ‘weaknesses’ internal to
the organisation.

External factors - The ‘opportunities’ and ‘threats’ presented
by the external environment.

The SWOT analysis has been a fundamental component in
business planning; it is an effective business tool for:

¢ Providing a systematic way of identifying internal and ex-
ternal factors affecting business

+ Giving companies insight as to where to focus growth ef-
forts

+ Presenting businesses a solid foundation on which to devel-
op new business strategies

+ Helping companies look outward at their competitors and
customers

+ Allowing organisations to determine whether new projects
are viable and the pros and cons of implementing them

An overview of the four factors (Strengths, Weaknesses, Op-
portunities and Threats) is given below-

1. Strengths

Strengths are the qualities that enable us to accomplish the
organisation’s mission. These are the basis on which continued
success can be made and continued / sustained. Strengths can be
either tangible or intangible. These are what you are well versed
in or what you have expertise in, the traits and qualities your
employees possess (individually and as a team) and the distinct-
tures that give your organisation its consistency. Strengths are
the beneficial aspects of the organisation or the capabilities of
an organisation, which includes human competencies, process
capabilities, financial resources, products and services, customer
goodwill and brand loyalty. Examples of organisational strengths
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are huge financial resources, broad product line, lack of debt,
committed employees etc.

2.Weaknesses

Weaknesses are the limitations that prevent us from ac-
complishing our mission and achieving our full potential.
These weaknesses deteriorate influences on the organisational
success and growth. Weaknesses are the factors which do not
meet the standards we feel they should meet.

Weaknesses in an organisation may be depreciating ma-
chinery, insufficient research and development facilities, nar-
row product range, poor decision making etc. Weaknesses are
controllable. They must be minimized and eliminated. For in-
stance - to overcome obsolete machinery, new machinery can
be purchased. Other examples of organisational weaknesses
are huge debts, high employee turnover, complex decision
making process, narrow product range, large wastage of raw
materials etc.

3. Opportunities

Opportunities are presented by the environment within
which our organisation operates. These arise when an organi-
sation can take benefit of conditions in its environment to plan
and execute strategies that enable it to become more profit-
able. Organisations can gain competitive advantage by mak-
ing use of opportunities. Organisation should be careful and
should recognize the opportunities and grasp them whenever
they arise. Selecting the targets that will best serve the clients
while getting desired results is a difficult task. Opportunities
may arise from market, competition, industry / government
and technology. Increasing demand for telecommunications
accompanied by deregulation is a great opportunity for new
firms to enter telecom sector and compete with existing firms
for revenue.

4. Threats

Threats arise when conditions in external environment
jeopardize the reliability and profitability of the organisation’s
business. They compound the vulnerability when they relate
to the weaknesses. Threats are uncontrollable. When a threat
comes, stability and survival can be at stake.

1.5.9 Advantages of Swot Analysis

SWOT Analysis is instrumental in strategy formulation and
selection. It is a strong tool, but it involves a great subjective
element. It is best when used as a guide, and not as a prescrip-
tion. Successful businesses build on their strengths, correct
their weaknesses and protect against internal weaknesses and
external threats. They also keep a watch on their overall busi-
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ness environment and recognize and exploit new opportunities
faster than its competitors.

SWOT Analysis helps in strategic planning in the following
manner:

+ It is a source of information for strategic planning.

+ Builds organisation’s strengths.

+ Reverse its weaknesses.

+ Maximize its response to opportunities.

+ Overcome organisation’s threats.

+ It helps in identifying core competencies of the firm.
+ It helps in setting of objectives for strategic planning.

¢ It helps in knowing the past, present and future so that by
using past and current data, future plans can be chalked out.

SWOT Analysis provides information that helps in synchro-
nizing the firm’s resources and capabilities with the competitive
environment in which the firm operates.

1.5.10 Limitations of Swot Analysis

SWOT Analysis is not free from limitations. It may cause
organisations to view circumstances as very simple because of
which the organisations might overlook certain key strategic
contact which may occur. Moreover, categorizing aspects as
strengths, weaknesses, opportunities and threats might be very
subjective as there is great degree of uncertainty in the market.
SWOT Analysis does stress upon the significance of these four
aspects, but it does not tell how an organisation can identify these
aspects for itself.

There are certain limitations of SWOT Analysis which are
not in the control of the management. These include

Price increase;

Inputs / raw materials;

Government legislation;

Economic environment;

Searching a new market for the product which does not have
overseas market due to import restrictions etc.

S S

Internal limitations may include

a. Insufficient research and development facilities;
b. Faulty products due to poor quality control;
c. Poor industrial relations;
2
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+ External Focus

d. Lack of skilled and efficient labour etc.

SWOT analysis is a strategic planning technique that pro-
vides assessment tools. It identifies the core strengths, weak-
nesses, opportunities and threats leading to fact-based analysis,
fresh perspectives and new ideas. SWOT analysis works best
when diverse groups or voices within an organisation are free
to provide realistic data rather than prescribed messaging.

1.5.11 Tows Matrix

TOWS matrix can be defined as a framework to create,
compare, decide and access business strategies. It stands for
Threats, Opportunities, Weaknesses and Strengths. It examines
a business from an approach that references marketing and ad-
ministration. TOWS Analysis is an extension of the classic an-
alytics tool, SWOT Analysis. A TOWS analysis is very similar
to SWOT; however there is a key difference between the two,
other than a reshuffling of a few letters. While SWOT analysis,
puts the emphasis on the internal environment (strengths and
weaknesses), TOWS forces you to look at your external envi-
ronment first (threats and opportunities).

The main purpose of a TOWS Analysis is to:
+ Reduce threats
+ Take advantage of opportunities
+ Exploit strengths

+ Remove weaknesses

1.5.12 Tows Matrix General Strategic Options

There are four categories of strategy derived from a TOWS
matrix.

1. Strengths and Opportunities (SO) - These are known as
maxi-maxi strategies as they have the highest potential.
Strategies of this nature look to use strength to take advan-
tage of an opportunity.

2. Weaknesses and Threats (WT) - These are known as
mini-mini strategies as they have the least potential. They
try to minimize your susceptibility to threats and weak-
nesses. Strategies of this nature look at how you can min-
imize weaknesses and avoid threats.

3. Strengths and Threats (ST) - These are known as maxi-
mini strategies. Strategies of this nature look at how you
can maximize strength to minimize a threat.

4. Weaknesses and Opportunities (WO) - These are known
as mini-maxi strategies. Strategies of this nature look at

,fa
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how you can use an opportunity to overcome a weakness.
To use the model, there are four steps:

1. Conduct your SWOT analysis.

2. Take the results from your SWOT analysis and construct a
TOWS matrix.

3. Analyze your strategic options within your TOWS matrix.
Pick one or two promising strategies for each box.

4. Rank your options by priority. Priority should be based on
a combination of the potential benefit of the strategy and
how easy it is to execute that strategy. So, easy to imple-
ment strategies delivering significant benefits should be im-
plemented first.

Summarised Overview A

Industry analysis serves as a vital compass for organisations, enabling them to navi-
gate the competitive landscape by assessing external forces and opportunities, ultimate-
ly guiding strategic decision making for sustainable success. Michael Porter’s industry
analysis framework, with its focus on competitive forces, provides a structured approach
for understanding industry dynamics, empowering businesses to craft effective strate-
gies that withstand market pressures and foster long term growth. Environmental Threats
and Opportunities Profile (ETOP) offers a comprehensive outlook on the external factors
shaping an organisation’s environment, aiding in the identification of potential risks and
opportunities crucial for informed strategic planning and adaptation to dynamic market
conditions. SWOT analysis, with its systematic examination of internal strengths and
weaknesses alongside external opportunities and threats, provides organisations with a
holistic perspective, facilitating a nuanced understanding of their current state and the for-
mulation of strategies that align with their goals. Derived from SWOT, the TOWS matrix
offers a strategic roadmap by pairing internal attributes with external factors, allowing
organisations to convert weaknesses into strengths, address threats proactively, leverage
opportunities and build on existing strengths for a rounded strategic approach. In essence,
these strategic tools collectively empower organisations to navigate uncertainties, capi-
talize on strengths, mitigate weaknesses, exploit opportunities and defend against threats,
fostering resilience and adaptability in an ever evolving business landscape.
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10.

Self-Assessment Question

What do you understand by the TOWS method?
Explain Porter’s model.

How does industry analysis contribute to a business’s strategic decision-making
process, and what key external factors does it help organisations assess?

Explain Michael Porter’s industry analysis framework, highlighting its five com-
petitive forces, and discuss how it aids in understanding industry dynamics.

In what ways does an Environmental Threats and Opportunities Profile (ETOP)
analysis assist organisations in evaluating external factors and adapting to changes
in their business environment?

Can you outline the main components of a SWOT analysis, and how this tool pro-
vides insights into an organisation’s internal strengths and weaknesses, as well as
external opportunities and threats?

Provide examples of how organisations can leverage the findings from SWOT
analysis to formulate effective strategic plans and enhance their competitive posi-
tion.

What is the TOWS matrix, and how does it differ from a traditional SWOT analy-
sis? How can organisations use the TOWS matrix to develop actionable strategies?

Discuss the role of Michael Porter’s industry analysis, ETOP, SWOT analysis,
and the TOWS matrix in guiding businesses through periods of industry change or
economic uncertainty.

How can industry analysis tools be adapted and customized for different business
sectors, and what considerations should organisations keep in mind when applying
these methodologies in diverse industries?

Assignments

Qe

1. Conduct an in-depth analysis of Michael Porter’s Five Forces framework.
2. Apply the framework to analyze the competitiveness of a chosen industry.
3. Evaluate the strategic implications of the analysis for existing and potential
market players.
4. Develop an ETOP analysis for a selected company or industry.
5. Identify and analyze external threats and opportunities arising from factors such
@ SGOU - SLM - MCom -Business Policy and Strategic Management 65

SRERNARAVANAGURL
O TR



6.

66

as political, economic, social, technological, legal, and environmental changes.

Prioritize key threats and opportunities based on their potential impact on business
performance.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Resources and Capabilities

Learning Outcomes

On successful completion of this unit, the learner will be able to:
+ define Resource and Capabilities.
+ identify different types of organisational resources

+ explain Resource Based View

Background '

Understanding the types and nature of resources and capabilities is fundamental to
effective strategic management. Resources encompass a wide array, including tangible
assets like financial capital and machinery, intangible assets like intellectual property
and brand reputation and human capital in the form of skilled employees. Capabilities,
on the other hand, refer to an organisation’s capacity to deploy its resources strategical-
ly, transforming them into competitive advantages. Recognizing the dynamic interplay
between different resource types and understanding how they can be combined to cre-
ate capabilities is essential for sustained competitiveness. Transforming resources into
capabilities involves the strategic alignment of organisational assets to achieve specific
objectives. This process requires a nuanced understanding of how each resource con-
tributes to the organisation’s overall competency and competitive advantage. Identi-
fying and appraising resources and capabilities involve a comprehensive assessment
of an organisation’s internal strengths and weaknesses, leveraging its strengths and
addressing its weaknesses to navigate the competitive landscape effectively. Strategic
fit is a crucial concept in strategic management, emphasizing the alignment between an
organisation’s resources, capabilities and its chosen strategic direction. Achieving stra-
tegic fit ensures that the resources and capabilities deployed are tailored to the specific
demands of the competitive environment, enhancing the organisation’s ability to seize
opportunities and mitigate threats effectively. It involves assessing how well an organi-
sation’s internal competencies align with external opportunities and threats, providing a
foundation for strategic decisions that drive long term success. In essence, the dynamic
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interplay between resources, capabilities and strategic fit forms the backbone of effec-
tive strategic management, guiding organisations towards sustained competitiveness
in today’s complex business landscape.

Resources, Capabilities, Strategic Fit

+ Resource Manage-
ment for Success

+ Resource Value and
Strategic Advantage
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Organizational resources

Organizational resources encompass tangible and intangi-
ble assets critical for achieving goals. Tangible resources in-
clude physical assets like equipment and financial reserves,
while intangible resources comprise intellectual property, brand
reputation, and organizational culture. Human capital, repre-
senting employee skills and knowledge, is also vital. Effective
management and utilization of these resources are essential for
organizational success, competitiveness, and innovation.

Nature of organisational resources

Human capital, representing the skills, knowledge, and ex-
pertise of employees, is also a critical organizational resource.
These resources are valuable as they enable organizations to
create value for stakeholders, achieve strategic objectives, and
sustain competitive advantage. They are often rare, difficult to
imitate, and non-substitutable, providing a source of unique-
ness and differentiation in the marketplace. Effective manage-
ment of organizational resources involves identifying, develop-
ing, and leveraging these assets to capitalize on opportunities,
mitigate risks, and adapt to changing market conditions.

Variety

Organizations rely on a diverse range of resources, both
tangible and intangible. This includes human resources (em-
ployees, skills, knowledge), financial resources (money, equip-
ment), information resources (data, intellectual property), and
physical resources (buildings, inventory).

Dynamic
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+ Foundation for Oper-
ations

¢ Non-physical assets

-

Resources are not static. They can be developed, improved,
and even depleted over time. Employees gain skills, technology
evolves, and financial situations change.

Interdependence

Resources often interact and influence each other. For ex-
ample, skilled employees can maximize the value of machinery,
while strong financial resources can support employee training.

Strategic Importance

Managing resources effectively is crucial for success. Orga-
nizations need to make smart decisions about allocating resourc-
es, ensuring they are used efficiently, and adapting to changing
needs.

Competitive Advantage

Some resources can be a source of competitive advantage.
Unique skills, cutting-edge technology, or strong brand recogni-
tion can give an organization an edge over competitors.

Types of organisational resources

Resources within organizations can be broadly categorized
into several types based on their nature and function. Under-
standing these types of resources is essential for effective re-
source management and strategic decision-making.

1. Tangible Resources

Tangible resources are physical assets that can be touched,
seen, and quantified. They include assets such as land, buildings,
machinery, equipment, vehicles, and financial reserves. Tangible
resources provide the infrastructure and financial backing neces-
sary for organizational operations and growth. They are essential
for production, distribution, and delivery of goods and services.

2. Intangible Resources

Intangible resources are non-physical assets that contribute to
the value of an organization but cannot be touched or quantified
casily. Examples include intellectual property (patents, trade-
marks, copyrights), brand reputation, organizational culture, and
knowledge assets. Intangible resources often provide a source
of competitive advantage and differentiation for organizations.
They are valuable because they are difficult to imitate or repli-
cate by competitors.

3. Human Capital

Human capital refers to the skills, knowledge, experience,
and abilities of individuals within an organization. It encom-
passes factors such as employee talent, expertise, creativity, and
leadership capabilities. Human capital is a critical resource for
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+ Abilities of individ-
uals

¢ Funding

¢ Technological Advan-

tage & Innovation

¢ Competitive Advan-
tage Through Busines
Capabilities

2]

72 SGOU - SLM - MCom -Business Policy and Strategic Management

organizational success, as it drives innovation, productivity,
and competitive advantage. Investing in employee develop-
ment, training, and talent management initiatives is essential
for leveraging human capital effectively.

4. Financial Resources

Financial resources include the capital, funds, and financial
assets that organizations utilize to finance their operations, in-
vestments, and growth initiatives. This category encompasses
cash reserves, investments, lines of credit, and access to capi-
tal markets. Financial resources are essential for funding stra-
tegic initiatives, managing cash flow, and ensuring financial
stability. Effective financial management involves allocating
resources efficiently, minimizing risks, and optimizing returns
on investment.

5. Technological Resources

Technological resources include tools, equipment, soft-
ware, and infrastructure that organizations utilize to devel-
op, produce, and deliver goods and services. These resources
enable organizations to leverage technology for competitive
advantage, innovation, and operational efficiency. Examples
include IT systems, research and development facilities, and
production technologies. Embracing technological advance-
ments and investing in cutting-edge technologies are crucial
for maintaining competitiveness and driving growth in today’s
digital economy.

Business capabilities

Business capabilities encompass the collective set of skills,
processes, resources, and expertise that enable an organization
to perform its core functions and achieve its strategic objectives.
These capabilities span various aspects of organizational com-
petence, including operational efficiency, innovation, custom-
er service, and market responsiveness. Operational excellence
entails streamlining processes, optimizing resources, and mini-
mizing costs to deliver products or services efficiently. Innova-
tion and adaptability involve the ability to develop new offer-
ings and adapt to changing market dynamics and technological
advancements. Effective customer relationship management
is essential for understanding customer needs and delivering
value-added solutions. Supply chain management ensures the
efficient flow of goods, services, and information from suppli-
ers to customers. Marketing and brand management focus on
creating and promoting a positive brand image and attracting
and retaining customers through effective marketing strategies.
Financial management involves prudent allocation of financial
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resources, budgeting, forecasting, and risk management. Human
resource management encompasses attracting, developing, and
retaining talented employees and fostering a culture of collab-
oration and continuous learning. Collectively, these capabilities
empower organizations to compete effectively, drive growth, and
achieve sustainable success in today’s dynamic business land-
scape.

Some common types of business capabilities include:

1. Operational Excellence - This capability involves effi-
ciently managing processes, resources, and activities to
minimize costs, reduce waste, and improve productivity. It
encompasses functions such as supply chain management,
production efficiency, and quality control.

2. Innovation and Adaptability - Innovation capability is the
organization’s ability to develop new products, services, or
processes to meet evolving market demands and technologi-
cal advancements. Adaptability capability refers to the orga-
nization’s capacity to quickly respond and adapt to changes
in the business environment.

3. Customer Relationship Management (CRM) - CRM ca-
pability focuses on understanding customer needs, prefer-
ences, and behaviors to build and maintain strong relation-
ships. It involves functions such as customer segmentation,
personalized marketing, and effective customer service.

4. Supply Chain Management (SCM) - SCM capability in-
volves managing the flow of goods, services, and informa-
tion from suppliers to customers. It includes functions such
as procurement, logistics, inventory management, and dis-
tribution.

5. Marketing and Brand Management - This capability en-
compasses the organization’s ability to create, promote, and
manage its brand image effectively. It includes functions
such as market research, branding, advertising, and public
relations.

6. Financial Management - Financial management capability
involves effectively managing financial resources, budget-
ing, forecasting, and risk management. It includes functions
such as financial planning, accounting, treasury manage-
ment, and financial reporting.

7. Human Resource Management (HRM) - HRM capability
focuses on attracting, developing, and retaining talented em-
ployees. It includes functions such as recruitment, training
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+ Resource Leverag-
ing for Competitive
Advantage
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and development, performance management, and employ-
ee relations.

8. Technology and Digitalization - This capability involves
leveraging technology and digital tools to improve busi-
ness processes, enhance customer experiences, and drive
innovation. It includes functions such as IT infrastructure
management, digital marketing, data analytics, and cyber-
security.

Transforming Resources into Capabilities

Transforming resources into capabilities is a fundamental
process in organizational development, enabling firms to lever-
age their assets effectively to achieve strategic objectives and
sustain competitive advantage. This transformation involves
converting tangible and intangible resources, such as physical
assets, intellectual property, human capital, and organizational
culture, into dynamic and value-creating capabilities that drive
performance and innovation. This process requires a strategic
approach, involving the identification, development, and inte-
gration of resources across different functional areas and levels
of the organization. The transformation of resources into capa-
bilities begins with the identification and assessment of the or-
ganization’s existing resources and capabilities. This involves
conducting a thorough analysis of the organization’s strengths,
weaknesses, opportunities, and threats (SWOT analysis) to
identify areas of competitive advantage and potential areas for
improvement. By understanding the organization’s resource
base, including its tangible and intangible assets, leaders can
identify opportunities to leverage existing resources more ef-
fectively or invest in developing new capabilities to address
strategic challenges and opportunities. For example, an orga-
nization with strong intellectual property rights may invest in
developing capabilities in research and development to drive
innovation and product differentiation in the marketplace.

Once resources have been identified, the organization must
focus on developing and integrating these resources into capa-
bilities that support its strategic objectives. This involves align-
ing resources with organizational goals, investing in training and
development initiatives, and fostering a culture of continuous
improvement and learning. For instance, an organization aim-
ing to enhance its customer service capabilities may invest in
training programs to improve employee communication skills,
implement new technology platforms to streamline customer
interactions, and establish feedback mechanisms to monitor
and assess service quality. By developing capabilities that are
aligned with its strategic priorities and market needs, the orga-
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+ Capability Develop-
ment for Strategic
Advantage

¢ Internal Analysis for
Strategic Advantage

¢ Resource & Capabili-
ty Evaluation

nization can enhance its competitive position, drive growth, and
create long-term value for stakeholders. Overall, transforming
resources into capabilities is a dynamic and ongoing process that
requires strategic vision, leadership commitment, and organiza-
tional agility. By leveraging its resources effectively and contin-
uously investing in capability development, an organization can
adapt to changing market conditions, innovate, and maintain a
sustainable competitive advantage in the long run.

Identifying and Appraising Business Resources and
Capabilities

Identifying and appraising business resources and capabil-
ities is an essential process in strategic management, provid-
ing organizations with insights into their internal strengths and
weaknesses, as well as opportunities for leveraging competitive
advantages and developing effective strategies for sustainable
growth. This process involves evaluating both tangible and in-
tangible assets within the business, along with its ability to uti-
lize these resources effectively to achieve strategic objectives
and outperform competitors. Identifying business resources en-
tails a thorough analysis of the organization’s internal environ-
ment, encompassing various elements such as physical, human,
financial, and intangible assets. Tangible resources include phys-
ical assets like machinery, equipment, inventory, and financial
reserves. These assets are crucial for supporting day-to-day op-
erations, production processes, and financial stability. Intangible
resources, on the other hand, comprise assets such as intellectual
property, brand reputation, organizational culture, and knowl-
edge capital. These intangible assets often provide a source of
sustainable competitive advantage by differentiating the business
in the marketplace and enhancing customer loyalty.

Once resources have been identified, the next step involves
appraising these resources to determine their strategic impor-
tance, uniqueness, and potential for creating value. Appraising
tangible resources typically involves assessing factors such as
their market value, depreciation, and contribution to operational
efficiency. For instance, the evaluation of machinery and equip-
ment may include considerations such as their age, condition,
maintenance costs, and technological obsolescence. Financial re-
sources, meanwhile, are appraised based on liquidity, profitabili-
ty, solvency, and overall financial health. Intangible resources, on
the other hand, are often more complex to appraise due to their
intangible nature. However, methods such as brand valuation, in-
tellectual property assessment, and organizational culture audits
can provide insights into the strategic significance and competi-
tive advantage of intangible assets. In addition to evaluating in-
dividual resources, it is essential to assess the organization’s ca-
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pabilities - the integrated set of skills, processes, technologies,
and resources that enable it to perform its core functions and
achieve strategic objectives. Business capabilities encompass
various aspects of organizational competence, including oper-
ational efficiency, innovation, customer service, and market re-
sponsiveness. Identifying and appraising business capabilities
involves evaluating the organization’s ability to leverage its
resources effectively to deliver value to customers, outperform
competitors, and adapt to changing market conditions.

Strategic Fit

Strategic fit is a concept integral to effective strategic man-
agement, emphasising the alignment between an organisation’s
internal capabilities and its external environment. Achieving
strategic fit involves harmonising internal factors like resourc-
es, competencies and organisational culture with external ele-
ments such as market conditions, industry dynamics and com-
petitive forces. This alignment ensures that the organisation’s
strategies are well suited to capitalise on opportunities and
navigate challenges in its environment. To assess strategic fit,
organisations often employ tools like SWOT analysis to identi-
fy internal strengths and weaknesses, as well as external oppor-
tunities and threats. Additionally, frameworks like the VRIO
model help evaluate whether resources are Valuable, Rare, In-
imitable and Organized to provide a competitive advantage.

Strategic fit goes beyond mere coherence; it requires a deep
understanding of an organisation’s unique capabilities and how
they can be leveraged in specific market contexts. It involves
making choices that align with the organisation’s vision, mis-
sion and long-term objectives. The dynamic nature of the
business environment necessitates continuous reassessment
of strategic fit to adapt to changing circumstances. When an
organisation achieves strategic fit, it enhances its competitive-
ness and resilience. It allows the organisation to capitalize on
its core competencies, creating a synergy between internal ca-
pabilities and external demands. This alignment facilitates the
development of strategies that not only respond to the current
environment but also position the organisation for sustained
success in the future. In essence, strategic fit is a proactive ap-
proach to strategy formulation, ensuring that an organisation’s
internal strengths are well matched with the ever evolving
challenges and opportunities presented by the external busi-
ness landscape.
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Summarised Overview

Organisations differ from each other in respect of resources and capabilities. Re-
sources of an organisation may be tangible or intangible. Capabilities represent the
business processes and routines directed towards transforming inputs into outputs. Or-
ganisations achieve advantage in competition through their resources and capabilities.
This is highlighted in the Resource based view, according to which resources and ca-
pabilities which correspond to the VRIO framework i.e., Valuable, Rare, Inimitable
and Organized to capture value, are capable of providing edge to an organisation in
competition. Capabilities are crucial because they determine how organisations use the
potential of their resources. Some organisations have an ability to create new capabili-
ties as per the needs of the business environment. This is termed as dynamic capability,
which adds to the effectiveness of an organisation. Furthermore, to become competitive
and maintain it, an organisation is required to ensure optimum utilization of resources at
all times. Similarly, scope of benefits from capabilities can be enhanced by replicating
the capabilities internally in an organisation. It must be ensured at all times that there is
a match between organisation’s resources, capabilities and the strategy adopted by an
organisation. In view of this, internal resources and capabilities are considered while
formulating organisational strategy.

Sef-Assessment question ‘

1. Highlight the difference between Resources & Capabilities with the help of a suit-
able example.

2. Write a summary of the Resource Based View.
3. Explain the elements of the VRIO framework.

4. Discuss the relevance of resources & capabilities with regard to formulation of an
organisational strategy.

5. Enumerate the different ways in which an organisation can acquire resources and
capabilities.

6. What are the key types of resources that organisations can leverage for strategic
advantage, and how does the nature of these resources vary between tangible and
intangible assets?

7. How does the process of transforming resources into capabilities contribute to an
organisation’s competitive advantage, and what role does strategic alignment play
in this transformation?

8. In the context of identifying and appraising resources and capabilities, how can or-

@ SGOU - SLM - MCom -Business Policy and Strategic Management 77

Qe

SRERNARAVANAGURL
O TR



ganisations conduct a comprehensive assessment of their internal strengths and
weaknesses?

9. What are the critical considerations when evaluating the strategic fit of resources
and capabilities within an organisation, and how does this alignment contribute to
long term success?

10. Can you provide examples of how organisations effectively achieve strategic fit by
aligning their resources and capabilities with external opportunities and threats in
the competitive landscape?

Assignments

1. Develop a strategic fit alignment plan for a chosen organization.

2. Identify areas where the organization’s resources and capabilities are misaligned
with its strategic goals and market opportunities.

3. Propose initiatives and action steps to realign resources and capabilities to achieve
better strategic fit and competitive advantage.

4. Conduct a value chain analysis for a chosen organization to identify its primary and
support activities.

5. Assess the role of each activity in creating value for customers and contributing to
the organization’s competitive advantage.

6. Propose strategies for optimizing the value chain to enhance operational efficiency
and customer value proposition.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Growth Strategies

Learning Outcomes

On successful completion of this unit, the learner will be able to:

+ explain the concepts of Comparative Advantage, Competitive Advantage and
Core Competence.

+ get an answer on the significance of Comparative Advantage for the success of
an organisation.

+ illustrate the ways in which Competitive Advantage can be achieved.

Background

Successful organisations formulate their business strategies by taking into consid-
eration the factors which enable them to compete favorably in the market. Such factors
can originate on account of abundance of natural resources, ability to produce in large
quantities or at significantly low prices, availability of state of the art technology or easy
access to markets. Such advantage may also arise due to unique capabilities possessed by
an organisation, hidden expertise of an organisation to combine technologies and utilize
factors of production in distinct ways to come up with innovative products and services
to the customers. Some organisations produce goods which are of good quality and offer
them to a specific set of customers at a price which is lower than the price charged by
competitors. Other organisations offer products which are unique in terms of product
features, quality, functionality, customer service, product customization etc. Such as-
pects cannot be matched by the competitors and the therefore the organisation is able to
charge higher and still compete successfully. Furthermore, certain organisations develop
a unique set of skills which enable them to use their resources and capabilities in a very
effective manner, which not only generates better performance and profitability but also
elevates an organisation in terms of its competitiveness.
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Comparative Advantage, Competitive Advantage, Core Competence, Cost Leadership,
Differentiation, Focus Strategy.

¢ Organisation of
Advantages
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Organisations compete in the market on the basis of critical
attributes which accrue to an organisation in multiple ways and
offer distinct advantages. Such advantages may be classified
into Comparative Advantages and Competitive Advantage. In
a general sense, comparative advantage is vested in an organi-
sation’s ability to produce a product or provide a service more
efficiently than its competitors, which leads to greater profit
margins whereas competitive advantage refers to the factors or
attributes that allow a given company to produce more afford-
able or higher quality products or services than its rivals. In sim-
ple words, comparative advantage offers benefit only in terms
of cost while competitive advantage implies benefit in terms
of cost, quality, functionality and uniqueness of product or ser-
vice. Competitive advantage is at the core of an organisation’s
performance in markets where there is heavy competition. In a
highly competitive business environment, organisations prove
their mettle on the basis of their distinguished attribute termed
as Core Competence. A core competency refers to the unique
emulsion of knowledge, skills and resources that constitute its
distinctive strength. It is a source of a sustained competitive
advantage for an organisation which enables it to excel in com-
petition. The factors discussed above form the basis of strategy
formulation of an organisation. They are an integral part of a
business strategy of an organisation and are the critical factors
for its survival and growth.

2.2.1 Comparative Advantage

A comparative advantage refers to the ability of an organ-
isation to generate products or services at a lower opportunity
cost than other players in the industry. It means that a company
is more efficient at supplying goods / services as they use equal
or less resources, but produce a higher volume of products.
Comparative advantage is a relative term and not an absolute
one. It represents the ability of a company (or a country) to
manufacture certain products at less than the opportunity cost
for others. In the context of a country, it often occurs when a
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+ Lower Opportunity
Cost

+ Efficiency & Lower
Prices

¢ Sustained Superior
Performance

+ Low-Cost Leader
Strategy

country produces something at a lower cost than you could pro-
duce it in another country. A country (or an organisation) gets a
comparative advantage if the economies of scale or factors such
as abundance of natural or human resources allow it to produce a
product or provide services more efficiently than others.

Apart from economies of scale, efficient internal systems and
geographic location can also create a comparative advantage. It
is to be noted that advantage does not imply a better product or
service, it only shows the firm can offer a product or service of
the same value at a lower price. For example, a firm that man-
ufactures a product in China may have lower labour costs than
a company that manufactures it in the U.S.; so, it can offer the
same product at a lower price.In other words, a firm’s ability to
produce goods or services more efficiently than its competitors,
which leads to greater profit margins, creates a comparative ad-
vantage.

2.2.2 Competitive Advantage

A competitive advantage refers to an attribute which enables
an organisation to perform better than its competitors. This facil-
itates an organisation to earn superior margins compared to its
competition and it also generates better value for the company
and its shareholders. Competitive advantage can be in the form
of higher profit margin or return on assets, valuable resource
such as brand reputation or unique technical capability. An or-
ganisation must have at least one competitive advantage to suc-
cessfully compete in the market. Furthermore, a competitive ad-
vantage must be difficult to emulate; if it can be easily acquired
or emulated by competitors, it is not considered a competitive
advantage.

The two basic types of competitive advantage combined with
the scope of activities in terms of entire market or a segment
of a market lead to three generic strategies for achieving above
average performance in an industry; viz. cost leadership, differ-
entiation, and focus. The focus strategy has two variants namely
cost focus and differentiation focus.

The strategy scenario can be represented as under:

2.2.3 Cost Leadership Strategy

Under Cost leadership strategy an organisation positions it-
self as the lowest cost manufacturer or provider of a particular
product or commodity in a market. Cost Leadership is vested
in reducing the cost of operation and generating the lowest cost
products or services with a view to outperforming the competi-
tors and gaining market share. It requires the constant pursuit of
cost minimization techniques such achieving economies of scale,
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sourcing cheaper materials, use of efficient technology etc. In
order to adopt this strategy, an organisation has to produce
goods which are of acceptable quality and specific to a set of
customers at a price which is much lower or more competitive
than other companies producing the same product.

Cost leadership achieves a competitive advantage by low-
ering the cost of operation in the industry. A cost leader focuses
on increasing efficiency and reducing production costs below
the industry average which can enable the company to target
higher market share.

2.2.4 Differentiation Strategy

Differentiation strategy is vested in offering unique prod-
ucts or services that differ significantly from those of compet-
itors. By doing so, an organisation can convince customers to
accept higher prices, which in turn results in higher margins.
Differentiation is a product-centric strategy where the product
is made unique and different from its competitors. This can be
done by delivering high quality products or services to cus-
tomers or innovating products or services. Differentiation can
be offered in terms of product features, quality, customer ser-
vice, product customization etc. Apple Inc. has successfully
deployed the differentiation strategy; it has captured the market
through its unique and highly innovative products. The compa-
ny’s products have always been designed to be ahead of com-
petitors. Despite high pricing, Apple has succeeded in creating
demand for its products.

Differentiation strategy requires that an organisation con-
tinuously invests in enhancing its products and systems so that
it is able to maintain an edge over its rivals in respect of the
products or services offered to customers. To ensure success
of the differentiation strategy an organisation must have a de-
voted team of product designers and marketing personnel, as
well as high quality products and services. It must also be able
to commit heavy investments in branding, so that the targeted
customers will recognize the products that the company has de-
veloped for them.Differentiation strategy focuses on product or
service uniqueness in ways that are valued by buyers. If buyers
are willing to pay for these unique features and the firm’s costs
are under control, the price premium will lead to higher profit-
ability. Sound understanding of the buyer needs is a key factor
in the success of the differentiation strategy. A differentiator
needs to know what buyers value, deliver that particular bundle
of attributes and charge accordingly. A successful differentia-
tion strategy reduces the close rivalry witnessed in price based
competition. If suppliers raise prices, loyal customers who are
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not price conscious are more likely to accept the higher price
for the differentiated product or service. Furthermore, customer
loyalty also acts as a barrier to a new organisation entering the
business and posing a hurdle for the potential substitute products
or services that emerge from time to time.

2.2.5 Focus Strategy

The generic strategy of focus targets a chosen segment of a
market instead of targeting the entire market (Broad Target). A
segment of the market (Narrow Target) is chosen to be served.
Business strategy of an organisation is then formulated in accor-
dance with the chosen market segment. In other words, Focus
Strategy implies concentrating on a small segment defined in
terms of customer segment or geographical territory. It involves
concentrating efforts on customers who have unique needs or
wants, commonly referred to as a niche market. This level of
customer focus allows an organisation to either produce a given
product in a lower cost structure or to produce a product or ser-
vice with unique features or characteristics that meet the needs or
wants of the focus market.

Organisations can gain competitive advantage by selecting
carefully a segment of the market and serving the needs of that
segment better than competitors who target the entire market.

As stated earlier, the focus strategy has two variants:

a. Under Cost Focus strategy: an organisation seeks a cost
advantage in its target segment. A cost focus strategy is
when businesses attempt to attract customers based on
price. Companies who use this strategy aim to offer the low-
est price on the market for their goods or service. A cost
focus strategy also aims to reduce operational costs within
the business as much as possible.

b. Under differentiation focus strategy: an organisation seeks
differentiation in its target segment. When an organisation
provides its product to the market using the differentiation
focus, they select a niche market and provide a unique or a
premium product to that market.

2.2.6 Core Competence

Competence is the ability of an organisation to perform a task
or achieve certain objectives. Many times the difference in per-
formance among organisations in the same industry or market
can be attributed to the difference in their competence levels.
But when it comes to achieving competitive advantage, a great-
er ability referred to as Core Competence is more crucial.Core
competence can be described as a unique internal competence
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which is composed of a bundle of skills and technologies that
enables an organisation to provide superior value to customers
and thereby provide such an organisation a clear edge over the
competitors. Typically, core competency refers to a company’s
set of skills or experience in some activity, rather than physical
or financial assets. A core competence does not refer to a phys-
ical asset such as a factory, a distribution channel, brand or pat-
ent; however, the ability to leverage these assets to gain a com-
petitive advantage can be termed as core competence. A core
competence is related to various aspects of an organisation’s
business such as expertise in integrating multiple technologies
to create new products or services, developing a highly effi-
cient and a cost effective supply chain, devising a highly re-
sponsive after sale service system etc. Another relevant aspect
of core competence is that it is primarily knowledge based,
which is vested in an organisation’s intellectual capital rather
than tangible assets.

Gap analysis

Gap analysis 1s a strategic management tool that plays a
crucial role in assessing and improving organisational perfor-
mance. The process involves three fundamental steps. First,
organisations determine their current state by evaluating exist-
ing performance metrics, key performance indicators (KPIs),
and internal processes. This comprehensive examination pro-
vides a clear snapshot of the organisation’s current standing.
The second step in gap analysis is to define the desired state
of performance. This ideal state is often established based on
organisational goals, industry standards, or benchmarks set
by competitors. Establishing the desired state creates a target
that serves as a reference point for improvement and growth.
The crux of gap analysis lies in the third step, where organisa-
tions identify the gaps between their current and desired states.
These gaps represent areas where the organisation falls short
of its objectives and where strategic initiatives are needed for
improvement. Gap analysis can be applied to various facets of
business, including performance, products, markets and skills.
Performance gap analysis evaluates the differences between
expected and actual performance. In product gap analysis, or-
ganisations assess the features and capabilities of their prod-
ucts against customer expectations or market demands. Market
gap analysis involves identifying opportunities in the market
where customer needs are not adequately met by existing prod-
ucts or services. Skills gap analysis evaluates the disparities
between the skills and competencies and organisation currently
possesses and those required for future success.

Once the gaps are identified, organisations can formulate
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| strategic plans to bridge these differences. This may involve

+ Filling the Gap for implementing new processes, investing in employee training,
Improvement —g@ adopting new technologies or adjusting overall business strate-
gies. Gap analysis serves as a dynamic tool that guides organisa-

I tions in systematically identifying, understanding and addressing

discrepancies between their current and desired states to achieve
continuous improvement and long term success.

Summarised Overview

While formulating business strategies, organisations take into consideration, the fac-
tors which enable them to compete favorably in the market. Such factors may include
abundance of natural resources, ability to produce in large quantities or at significantly
low prices, availability of state of the art technology or easy access to markets and they
are sources of distinct advantage for the organisations. Advantages may be classified
into Comparative Advantages and Competitive Advantages. Comparative advantage
resides in an organisation’s ability to produce a product or provide a service more effi-
ciently than its competitors, which leads to greater profit margins, whereas competitive
advantage refers to the factors or attributes that allow a given company to produce more
affordable or higher quality products or services than its rivals.Competitive advantage
is of two types, namely Cost Leadership and Differentiation. Cost leadership implies
becoming the lowest cost producer, whereas Differentiation implies that the company’s
products or services are distinguishable from those of its competitors. Both Cost Lead-
ership and Differentiation strategies target the entire market, whereas when a segment
of a market is targeted, Focus Strategy is used. Focus strategy has two variants namely
Cost Focus Strategy and Differentiation Focus Strategy. Under Cost Focus strategy an
organisation strives for cost advantage in its target segment. Under differentiation focus
strategy, an organisation selects a niche market and provide a unique or a premium prod-
uct to that market. Organisations also excel in competition on the basis of Core Compe-
tence. The term core competence refers to an organisation’s set of skills or experience
in some activity, rather than physical or financial assets which enable it to enhance its
competitiveness. It must be borne in mind that core competence is primarily knowledge
based, which is vested in an organisation’s intellectual capital rather than tangible as-
sets. [t can be effectively utilized to create new products and services.
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Self-Assessment Question

1. Explain the concept of Comparative Advantage with an appropriate example.

2. Discuss how Cost Leadership Strategy enables an organisation to secure competi-
tive advantage? Cite a suitable example from the industry.

3. Differentiate between Cost Leadership Strategy and Differentiation Strategy.

4. Inyour opinion, what type of organisations adopt Differentiation strategy?

5. In what ways Core Competency can propel the success of an organisation in a high-
ly competitive industry? Quote a suitable example in support of your answer.

6. How does gap analysis contribute to strategic decision making and what role does
it play in identifying performance disparities between current and desired states
within an organisation?

7. What distinguishes comparative advantage from competitive advantage and how
do these concepts influence an organisation’s position in the market?

8. In the context of competitive advantage, can you provide examples of strategies
that organisations deploy to gain a superior market position and outperform com-
petitors?

9. What defines core competence in the business context and how can organisations
leverage their core competencies to achieve sustained competitive advantage?

10. How can a thorough understanding of gap analysis, comparative advantage, com-
petitive advantage and core competence collectively inform strategic planning and
guide organisations towards enhanced market performance?

Assignments

1. Research and analyze different growth strategies employed by organizations,
such as market penetration, market development, product development, and di-
versification.

2. Evaluate the advantages, disadvantages, and applicability of each growth strategy
in various industry contexts.

3. Conduct a gap analysis for a chosen organization to identify discrepancies be-
tween its current state and desired future state.

4. Analyze the root causes of performance gaps in areas such as market share, prof-
itability, operational efficiency, and customer satisfaction.

5. Develop action plans to close identified gaps and achieve strategic objectives.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Strategic Formulation
Process

Learning Outcomes

On successful completion of this unit, the learner will be able to:

¢ learn about the meaning and definition of the term “strategic formulation.”
+ know the framework of the process or steps in the strategic formulation

+ know the levels and principles of the strategic formulation.

+ understand the different modes of strategic formulation.

+ learn how different types of strategies operate at different levels of the organisation

Background ‘

The origins of strategic management can be traced back to the 1960s and 1970s
when scholars such as Igor Ansoff, Michael Porter and Henry Mintzberg began develop-
ing frameworks for analysing and formulating strategies. Ansoff’s matrix, for example,
helped organisations evaluate different growth strategies based on their current products
and markets. Porter’s five forces framework, on the other hand, helped organisations
assess the competitiveness of their industry and identify opportunities for strategic dif-
ferentiation.

In the 1980s and 1990s, the field of strategic management evolved as scholars began
to emphasize the importance of organisational capabilities, knowledge management and
learning. The concept of the resource-based view of the firm (RBV), for example, ar-
gued that organisations could achieve sustainable competitive advantage by leveraging
their unique resources and capabilities. This led to the development of tools such as the
SWOT analysis and the balanced scorecard, which helped organisations assess their
internal and external environments and align their strategies with their goals.

In the 2000s and 2010s, the field of strategic management continued to evolve as
scholars began to incorporate concepts such as sustainability, corporate social responsi-
bility and innovation into their frameworks. The emergence of new technologies, such
as artificial intelligence, blockchain, and the Internet of Things, also created new op-
portunities and challenges for organisations to develop and implement strategic plans.
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Today, strategic formulation is a critical component of organisational success. It
involves a continuous process of analysis, planning, implementation and evaluation
and requires organisations to be proactive, adaptive and innovative in their approach
to achieve their goals. With the increasing complexity and uncertainty of the business
environment, the ability to formulate and execute effective strategies has become a key
differentiator for organisations seeking to achieve long term success.

Strategic Formulation, Stability Strategies, Growth strategies, Retrenchment strategies.

¢ Strategic Formula-
tion Evolution

3.1.1 Introduction

Imagine you are playing a game of chess. You have to make
a plan for how you are going to win the game, but you can’t just
move pieces randomly and hope for the best. You have to think
strategically. Strategic formulation is like creating a plan for a
game of chess, but instead of just one game, it is a plan for an en-
tire organisation. It is about thinking ahead, analysing your cur-
rent situation, and coming up with a plan to achieve your goals.

The concept of strategic formulation has evolved over time
as businesses and organisations have become more complex.
In the past, it was mostly focused on military strategy, but as
businesses and governments started to grow, they realized they
needed to think strategically too.In the early 20th century, a man
named Frederick Winslow Taylor introduced the concept of sci-
entific management, which was all about optimizing efficiency
and productivity in the workplace. This led to the development
of strategic planning, which involved setting goals, creating ac-
tion plans and monitoring progress. As time went on, the concept
of strategic formulation expanded to include more than just plan-
ning. It now includes analysis of internal and external factors,
identification of strengths and weaknesses and consideration of
potential opportunities and threats. It is about creating a vision
for the future and determining how to get there.
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Today, strategic formulation is a vital part of organisational
management. Whether it is a business, government agency or
non profit organisation, strategic thinking is necessary for suc-
cess. So, just as in a game of chess, it is important to think ahead
and plan strategically if you want to win.

3.1.2 Meaning and Definition of Strategic
Formulation

Strategic formulation is the process of creating a plan of ac-
tion to achieve an organisation’s long-term goals and objectives.
It involves analysing an organisation’s internal and external en-
vironments, identifying its strengths and weaknesses and consid-
ering potential opportunities and threats. Based on this analysis,
a strategy is developed that outlines how the organisation will
use its resources and capabilities to achieve its goals. Strate-
gic formulation is an essential process for any organisation that
wants to achieve its long-term goals and objectives. It involves
creating a plan of action that outlines how the organisation will
use its resources and capabilities to achieve its goals. This pro-
cess helps organisations to focus on the big picture and align all
their activities with their overall strategic direction.

To begin the process of strategic formulation, an organisa-
tion must first analyse its internal and external environments.
This involves identifying its strengths and weaknesses, as well as
potential opportunities and threats in the external environment.
By analysing these factors, the organisation can gain a better un-
derstanding of its current position and determine how it can best
leverage its strengths and mitigate its weaknesses to achieve its
goals.Based on this analysis, the organisation can then develop
a strategy that outlines how it will use its resources and capabil-
ities to achieve its goals. The strategy should take into account
the organisation’s strengths and weaknesses, as well as external
opportunities and threats. It should also be specific, measurable,
achievable, relevant and time-bound (SMART).Once the strate-
gy has been developed, the organisation must then implement it.
This involves allocating resources, developing action plans and
monitoring progress. It is important to track progress against the
objectives and make adjustments as necessary to ensure that the
organisation stays on track.

Strategic formulation is a process that helps organisations
create a plan of action to achieve their long-term goals and ob-
jectives. It involves analysing the organisation’s internal and
external environments, identifying its strengths and weakness-
es and considering potential opportunities and threats. Based on
this analysis, a strategy is developed that outlines how the organ-
isation will use its resources and capabilities to achieve its goals.
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By following this process, organisations can ensure that they are
focused on the right priorities and taking the necessary steps to
achieve their strategic objectives.

Here are some definitions of Strategic Formulation:

According to David, Fred R., and Forest R. David, “Strategic
formulation is the process of determining appropriate courses of
action for achieving organisational objectives and thereby ac-
complishing organisational purpose.”

According to Johnson, Scholes and Whittington, “Strategic
formulation is the process of creating a strategy for the organi-
sation to achieve its objectives and gain competitive advantage.”

According to Robert M. Grant “Strategic formulation is the
process of developing a strategy to achieve the objectives of the
organisation and to take advantage of opportunities and manage
potential threats in its environment.”

According to Charles W. L. Hill and Gareth R. Jones, “Stra-
tegic formulation is the process of defining an organisation’s
strategy or direction and making decisions on allocating its re-
sources to pursue this strategy.”

3.1.3 Basic Principle of Strategy Formulation

The basic principles of strategic formulation are as follows:

i. Clear objectives: The process of strategic formulation
begins with establishing clear and specific objectives that
align with the organisation’s mission and vision.

ii. Environmental analysis: Strategic formulation involves
analysing both the internal and external environment of
the organisation, including its strengths and weaknesses,
opportunities and threats and the competitive landscape.

iii. Resource allocation: Effective strategic formulation in-
volves allocating resources in a way that supports the or-
ganisation’s objectives and takes advantage of opportuni-
ties while mitigating risks.

iv. Action planning: Once a strategy has been formulated,
an action plan should be developed that outlines the spe-
cific steps that need to be taken to achieve the objectives.

v. Continual review and evaluation: Strategic formulation
is an ongoing process that requires regular review and
evaluation to ensure that the strategy remains relevant and
effective.

vi. Flexibility: Effective strategic formulation requires flexi-
bility and the ability to adapt to changing circumstances.
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By following these basic principles, organisations can create
and implement effective strategies that help them achieve their
objectives and succeed in a constantly evolving business envi-
ronment.

3.1.4 Modes of Strategic Formulation

It is necessary for strategic managers to assess the mission,
objectives and policies of the organisation. Moreover, the top
management evaluates the strategic managers based on their
management style, values and skills. According to Henry Mintz-
berg, a corporation’s goals and strategies are greatly influenced
by the top management’s perspective of the world, which ulti-
mately determines the mode to be used in strategy formulation.
The Mintzberg’s Modes of Strategic formulation are Entrepre-
neurial mode, Adaptive Mode and Planning Mode. The fourth
mode, Logical Incrementalism, was added later by Quinn.

3.1.4.1 Entrepreneurial Mode

The entreprencurial mode of strategic decision-making cen-
tres around a single influential individual who prioritises op-
portunities over problems. The founder’s personal vision shapes
the direction of the strategy, and it is characterized by bold, im-
pactful decisions with a focus on corporate growth. Amazon.
com, established by Jeff Bezos, embodies this approach. Bezos
envisioned using the internet as a platform to market books and
expanded into other areas. While this approach proved advan-
tageous for Amazon’s growth, Bezos’ unconventional manage-
ment style made it challenging to retain senior executives.

3.1.4.2 Adaptive Mode

The decision making mode referred to as “muddling
through” is characterised by reactive solutions to existing prob-
lems instead of a proactive search for new opportunities. Prior-
ities of objectives are often subject to bargaining. In this mode,
strategy is developed incrementally to move a corporation for-
ward. This approach is common among most universities, many
large hospitals, a significant number of governmental agencies
and surprisingly, many large corporations. Encyclopaedia Bri-
tannica Inc. operated successfully in this mode for many years.

3.1.4.3 Planning Mode

The planning mode of decision making involves systemati-
cally gathering relevant information for situation analysis, gen-
erating feasible alternative strategies and rationally selecting the
most suitable strategy. It encompasses both the proactive search
for new opportunities and the reactive resolution of existing
problems. The example of IBM under CEO Louis Gerstner il-
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lustrates the planning mode. When Gerstner assumed the role of
CEO in 1993, he recognized that IBM was in serious trouble.
The company’s primary product line, mainframe computers, was
experiencing a rapid decline in sales and market share. Gerst-
ner’s initial move was to hold a two-day meeting on corporate
strategy with senior executives, during which they conducted a
thorough analysis of IBM’s product lines. The analysis revealed
that the only segment of the company that was growing was
services, but it was a relatively small and unprofitable segment.
Rather than focusing on making and selling its own computer
hardware, IBM made a strategic decision to invest in services
that integrated information technology. The company decided to
provide a complete set of services from building systems to de-
fining architecture to running and managing computers for cus-
tomers - regardless of who made the products. Since it was no
longer critical for the company to be entirely vertically integrat-
ed, it sold its DRAM, disk-drive, and laptop computer business-
es and exited software application development. Since making
this strategic decision in 1993, IBM has experienced an 80%
growth in revenue from services.

3.1.4.4 Logical Incrementalism

The fourth mode of decision making can be described as log-
ical incrementalism, which synthesizes elements from the plan-
ning, adaptive and entrepreneurial modes. Top management in
this mode has a clear understanding of the corporation’s mission
and objectives, but the strategy is developed through an inter-
active process that involves experimentation and learning from
partial (incremental) commitments, rather than through a total
strategy. While the mission and objectives are set, the strategy
is allowed to emerge through debate, discussion and experimen-
tation. This mode is particularly useful when the environment
is changing rapidly and it is important to build consensus and
develop resources before committing to a specific strategy. In
the petroleum industry, this approach is described as “planned
emergence,” where corporate headquarters establishes the mis-
sion and objectives, but the business units propose strategies
to achieve them. Grant’s analysis of the industry supports this
mode of strategic planning.

3.1.5 Levels of Strategy Formulation

In organisations, there are typically three levels of strategy for-
mulation that help guide decision-making and actions:
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Corporate
Level

Business Level

'\\.‘

Functional Level

i. Corporate level strategy: This level defines an organ-
isation’s overall objectives, such as whether to pursue
growth, stability, acquisition or retrenchment. It also de-
termines which markets or industries the organisation
will enter.

ii. Business level strategy: This level focuses on how an
organisation will compete within its specific markets or
industries. It is particularly relevant for organisations that
have multiple business units, each of which is considered
a strategic business unit (SBU).

iii. Functional level strategy: At this level, the focus is on
the day-to-day actions needed to achieve the corporate
and business level strategies. This includes allocating re-
sources and making operational decisions.

Ultimately, every organisation has competitors and the stra-
tegic formulation process helps businesses become more suc-
cessful and established than their rivals.

3.1.6 Types of Strategies

Strategy is the process of defining a company’s purpose or
mission, establishing its fundamental long term objectives and
identifying the actions and resources required to accomplish
those goals. Generally, there are four types of business strate-
gies. They are:

Corporate level strategy or Organisation Strategy

a.
b. Business Level or Competitive Strategy

e

Functional Strategy

&

Operational Strategy

0
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3.1.6.1 Corporate Level Strategy

A strategy at the corporate level, also known as an organisa-
tional-level strategy, centres around the vision, mission, values
or purpose of the organisation. This strategy typically involves
the company’s fundamental value proposition and the goals it
aims to accomplish through it. Moreover, it encompasses the
company’s identity and reputation among stakeholders and ex-
ternal parties. Generally, the organisational level strategies are
categorised into three, such as Stability Strategy, Growth strate-
gies and Retrenchment strategies.

Stability Strategy

Stability strategy is a type of business strategy that involves
maintaining the current business model and direction of an or-
ganisation without any significant change. This strategy is suit-
able for companies that are already successful in their current
market and do not want to take any significant risks that could
disrupt their existing operations.

Examples of Stability Strategy:

Coca Cola is an example of a company that has used a stabil-
ity strategy for many years. The company has focused on main-
taining its core business of producing soft drinks and expand-
ing its product line through acquisitions and partnerships, rather
than making significant changes to its business model.

McDonald’s is another example of a company that has used
a stability strategy. The company has maintained its core busi-
ness of fast food restaurants and expanded its menu through new
products and promotions.

Pros of Stability Strategy

i. Low Risk: Stability strategy is a low-risk approach that
allows companies to maintain their existing operations
without taking any significant risk.

ii. Cost-Effective: Since companies do not need to invest
in new initiatives, stability strategy can be cost-effective.

iii. Consistent Performance: Stability strategy allows com-
panies to maintain consistent performance over time,
which can help build a strong brand reputation.

Drawbacks of Stability Strategy

i. Limited Growth: Stability strategy can limit a compa-
ny’s growth potential since it does not involve any signif-
icant changes or innovations.

,fa
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ii. Competitor Advantage: If competitors introduce new
products or services, stability strategy can put companies
at a disadvantage since they are not adapting to the chang-
ing market.

iii. Complacency: Stability strategy can lead to complacen-
cy among employees and management, which can result
in a lack of innovation and decreased motivation.

Types of Stability Strategy

1. Pause/ Proceed with Caution:

The Pause / Proceed with Caution type of stability strategy
is often used when a company is unsure about the feasibility of
new initiatives or expansion plans. This strategy involves de-
laying any new initiatives until the organisation can analyse the
market and its internal capabilities to ensure that they can be
successful. This approach can help companies avoid costly mis-
takes and ensure that they are well prepared before entering new
markets or introducing new products.

For example, a retail company may decide to delay opening
new stores until it can analyse the market to ensure that there
is sufficient demand for its products in the new locations. By
taking a cautious approach, the company can avoid the risk of
investing in new stores that may not be profitable.

ii. No Change:

The No Change type of stability strategy involves continu-
ing with the current business model and operations without any
change. This approach is often used by companies that have a
strong market position and do not want to risk losing their com-
petitive advantage by making significant changes to their busi-
ness model.

For example, a successful fast food chain may decide to con-
tinue with its current menu and service model without making
any significant change. By maintaining its current approach, the
company can continue to serve its loyal customer base while
avoiding the risk of introducing new menu items that may not
be successful.

1. Profit

The Profit type of stability strategy involves focusing on
maximizing profits from existing operations and reducing costs.
This approach is often used by companies that want to maintain
their current operations while increasing profitability.
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For example, a manufacturing company may decide to focus
on reducing costs by streamlining its supply chain and improv-
ing production efficiency. By reducing costs, the company can
increase profitability without making significant changes to its
business model or operations.

Growth Strategies

Growth strategies are business strategies aimed at expanding
a company’s operations, increasing its market share and generat-
ing higher revenue. There are several types of growth strategies
that companies can use to achieve these goals.

Advantages of Growth Strategies

i. Increased Revenue: Growth strategies can lead to in-
creased revenue, which can be used to fund further ex-
pansion and innovation.

ii. Improved Market Position: Growth strategies can help
companies increase their market share, improve their
brand image and gain a competitive advantage.

iii. Economies of Scale: As a company grows, it can benefit
from economies of scale which can reduce costs and in-
crease profitability.

Disadvantages of Growth Strategies

i. High Risk: Growth strategies can be high risk, as they
often require significant investment and may not always
result in the desired outcomes.

ii. Increased Competition: Growth strategies can attract
new competitors, which can impact a company’s profit-
ability and market share.

iii. Resource Constraints: Implementing a growth strate-
gy can require significant resources, including financial,
personnel, and technology, which may be a challenge for
some companies.

Types of Growth Strategies

Market Penetration: Market penetration involves increas-
ing a company’s market share in its existing market by increas-
ing sales of its current products or services. This can be achieved
through increased marketing, sales promotion or lowering prices
to attract more customers.

Example: Starbucks increased its market share in the coffee
industry by expanding its retail outlets globally, launching new
products and introducing loyalty programs.
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i. Market Expansion: Market expansion involves expand-
ing a company’s operations into new geographic locations
or new customer segments. This can be achieved through
strategic partnerships, acquisitions or opening new stores.

Example: Amazon expanded its market by offering international
shipping, and entering new product categories like groceries and
healthcare services.

i Product Development. Product development
involves introducing new products or services to an
existing market to meet changing customer needs or
preferences. This can be achieved through research
and development or acquiring innovative startups.

Example: Apple regularly introduces new products and upgrades
to its existing product lines, such as the iPhone, iPad and Mac-
Book.

ii. Diversification: Diversification involves expanding
a company’s operations into new product or
service categories that are not related to its current
business. This can be achieved through mergers and
acquisitions, strategic partnerships or by building a
new business unit.

Example: Google diversified its business by investing in com-

panies like Waymo (self-driving cars), Nest (smart homes) and
YouTube (video sharing platform).

Retrenchment strategies

Retrenchment strategies are business strategies aimed at
reducing a company’s size or scope of operations to improve
financial performance, profitability and competitiveness. There
are several types of retrenchment strategies that companies can
use to achieve these goals.

Advantages of Retrenchment Strategies

i. Improved Financial Performance: Retrenchment strat-
egies can improve a company’s financial performance by
reducing costs, increasing efficiency and focusing on core
operations.

ii. Strategic Focus: Retrenchment strategies can help com-
panies focus on their core competencies and areas of
strength, leading to increased competitiveness and prof-
itability.
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iii. Reduced Risk: Retrenchment strategies can help reduce
risk by eliminating non core businesses and assets that
may be underperforming or causing financial strain.

Disadvantages of Retrenchment Strategies

i. Loss of Revenue: Retrenchment strategies may result in
a reduction in revenue if non core businesses are divested
or closed.

ii. Employee Morale: Retrenchment strategies may have
a negative impact on employee morale and job securi-
ty, which can lead to reduced productivity and increased
turnover.

iii. Reputation Damage: Retrenchment strategies can dam-
age a company’s reputation if they are not implemented
carefully and can be seen as a sign of weakness or failure.

Types of Retrenchment strategy
i. Turnaround Strategy:

A turnaround strategy is a type of retrenchment strategy that
aims to improve a company’s financial performance by restruc-
turing its operations. This may involve reducing costs, divesting
non-core businesses and selling assets to raise capital. The goal
of a turnaround strategy is to restore profitability and competi-
tiveness to the company.

Example: Ford Motor Company used a turnaround strate-
gy in the 2000s to improve profitability. They reduced costs by
closing several manufacturing plants and laying off thousands of
employees. They also focused on their core automotive business
and streamlined their product offerings to better compete with
other automakers.

ii. Divestiture Strategy:

A divestiture strategy involves selling off non core business
units or assets to raise capital and focus on core operations. This
type of retrenchment strategy can help a company improve its
financial performance and competitiveness by eliminating un-
derperforming or non core businesses that may be draining re-
sources.

Example: General Electric used a divestiture strategy in 2018 by
selling off several non-core businesses, including transportation,
lighting and healthcare, to focus on aviation, power and renew-
able energy. This allowed them to streamline their operations
and focus on their core areas of strength.

iii. Liquidation Strategy:

A liquidation strategy involves selling off all assets and clos-
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ing the business. This is often considered a last resort for com-
panies that are unable to improve their financial performance
through other means. Liquidation can help companies pay off
their debts and provide some return to shareholders, but it often
results in job losses and can damage a company’s reputation.

Example: Toys R Us used a liquidation strategy in 2018 by sell-
ing off all of its stores and assets to pay off its debts. This was a
result of declining sales and increased competition from online
retailers like Amazon. While this strategy allowed Toys R Us to
pay off its debts, it resulted in the closure of all stores and the
loss of thousands of jobs.

Retrenchment strategies like turnaround, divestiture and
liquidation can help companies improve their financial perfor-
mance and competitiveness by focusing on core operations and
eliminating non-core or underperforming businesses. Compa-
nies must carefully evaluate their situation and resources before
implementing a retrenchment strategy to ensure that it is the best
course of action for the company and its stakeholders.

Combination strategy

A combination strategy is when a company employs a single
strategy to achieve multiple business objectives, such as growth,
consolidation or stability. This approach often involves combin-
ing different business strategies, such as offering differentiated
products in a niche market while pursuing growth. The primary
goal of combination strategies is to enhance the competitive po-
sition of the company within its industry by simultaneously pur-
suing multiple business objectives. Essentially, the organisation
aims to achieve two or more objectives concurrently through the
combination strategy.

Example:

Reliance Industries initially started as a textile manufacturer,
but due to distribution inefficiencies in the market, the company
opened its retail outlets under the brand name “Vimal” to over-
come the wholesalers’ and retailers’ resistance to its products.
This approach involved a combination of horizontal and vertical
integration strategies. Since Reliance was already using many
petrochemicals in its textile business, it decided to enter the
manufacture of petrochemicals, starting with Polyester Staple
Fibre (PSF) to price its products competitively. Later, it further
expanded into crude oil refining by setting up a world class oil
refinery at Hazira. Many large diversified companies use combi-
nation strategies to meet their objectives, satisfying the diverse
needs of all their strategic business units. Such companies can
practice several strategies simultaneously, with some units pur-
suing growth and others experiencing the decline or maturity
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stage of the product life cycle, leading to retrenchment or stabil-
ity.

The combination strategy comprises various strategies, such
as stability, growth and retrenchment, as individual business
units in a company have different products at different stages
of the product life cycle, each facing different challenges. The
combination strategies can take various forms, such as stability
and growth in different businesses, stability and retrenchment
in various parts or even growth and retrenchment in different
business units.

Reasons to Adopt Combination Strategy

Companies adopt combination strategies because different
business units within a company may face unique problems that
cannot be resolved with a single solution. Here are some specif-
ic reasons why companies may choose to follow a combination
strategy:

1. Different Products in Different Product Life Cycle

A company’s various products may be in different stages of
the product life cycle. For instance, products in the growth stage
may require significant investment in advertising and sales pro-
motion to attract more customers. In contrast, products in the
maturity stage may require a stability strategy, where the com-
pany focuses on extracting profits from these products without
investing in new ones. Finally, products in the declining stage
may require retrenchment to reduce losses.

ii. Business Cycle

The various divisions and products of a company are impact-
ed differently by the business cycle, which may offer growth op-
portunities for some businesses while presenting a challenge for
others. Therefore, the company may choose to pursue expansion
in certain businesses and retrenchment in others, depending on
the specific circumstances.

iii. Number of Businesses

At times, companies may experience rapid growth to the
point where managing a large number of products and business-
es becomes unfeasible. In such cases, it becomes prudent for the
management to reduce the number of businesses to effectively
allocate limited resources to those with the highest potential for
returns.

Types of Combination Strategy

1.  Simultaneous Combination

Simultaneous combination strategy is a type of business
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strategy in which a company seeks to pursue two or more dif-
ferent strategies at the same time to achieve multiple objectives.
This approach involves implementing a combination of strate-
gies such as growth, stability and retrenchment simultaneously
across different business units or product lines within the com-
pany.

For example, a company may choose to expand its market share
in a particular product category while simultaneously retrenching
in another category that is experiencing declining sales. Alterna-
tively, a company may pursue a stability strategy for a mature
product line while investing in R&D to develop new products
for growth. The goal of a simultaneous combination strategy is
to maximize the company’s competitive advantage and financial
performance by balancing different objectives across different
business units or product lines.

ii. Sequential Combination

Sequential combination strategy is a type of business strat-
egy in which a company pursues one strategy at a time, in a
specific sequence, to achieve multiple objectives. This approach
involves implementing different strategies in a specific order, of-
ten starting with a retrenchment strategy to address any existing
issues or weaknesses, followed by a stability strategy to con-
solidate the company’s position and then a growth strategy to
expand its business.

For example, a company may first focus on cost cutting mea-
sures and restructuring to address financial difficulties, followed
by a stability strategy to maintain profitability and consolidate its
position in the market and then a growth strategy to expand into
new markets or product lines. The goal of a sequential combina-
tion strategy is to address immediate challenges or weaknesses
first and then build on that foundation to achieve long-term suc-
cess.

3.1.6.2 Business Level Strategy

Business level strategy, commonly known as a competitive
strategy, is centred on how a business unit plans to compete with
other market players. The implementation of a business unit’s
competitive strategy should align with the overall organisational
strategy. It is a type of strategic management that focuses on
how a business unit will compete in its specific market segment.
This strategy is concerned with how a company can gain a com-
petitive advantage over its rivals and generate profits for the or-
ganisation. Business level strategy is typically formulated at the
divisional or departmental level of an organisation.
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Advantages of Business Level Strategy

i.  Allows a business unit to focus on its specific market seg-
ment

ii. Enables the business to differentiate its products or ser-
vices from competitors

iii. Helps the business to optimize its resources and capabil-
ities

iv. Helps to improve profitability by focusing on cost leader-
ship or differentiation

Disadvantages of Business Level Strategy

1. Can be difficult to implement if the market segment is
highly competitive

ii. Requires a deep understanding of the market and custom-
er needs

iii. May require significant investment in research and devel-
opment or marketing

3.1.6.3 Functional Level Strategy

Functional level strategy refers to a plan of action that a func-
tional area within an organisation (such as marketing, finance,
operations, etc.) develops to support the overall business level

+ Functional Imple-
mentation of Busi-
ness Strategy

strategy. In simpler terms, it is a plan of action that each depart-
ment or function within a company creates to support the broad-
—=o cr goals and objectives of the organisation.The functional level
strategy is critical because it helps translate the broader busi-
ness level strategy into specific tactics and activities that each

department or function can execute. For example, if the business
level strategy is to achieve market leadership through product
innovation, the marketing department might create a functional
level strategy focused on developing and promoting innovative
products that differentiate the company from its competitors.

The functional level strategy should align with the overall

¢ Alignment and De-
partmental Action
for Business Goals

business level strategy and contribute towards achieving the or-
ganisation’s objectives. It involves setting goals and objectives
that are specific to the functional area, determining the resources
and capabilities required to achieve those goals and creating an
action plan to execute the strategy effectively.Functional level

strategy is the plan of action that each functional area within an

organisation creates to support the overall business level strate-
gy, ensuring that each department contributes towards achieving
the organisation’s objectives.
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3.1.6.4 Operational Level Strategy

Operational level strategy is a plan of action that outlines how
an organisation’s resources and capabilities will be deployed to
achieve its tactical objectives, which are aligned with its overall
business strategy. This level of strategy is focused on the day-
to-day activities and operations of an organisation and involves
making decisions that directly impact the organisation’s opera-
tional efficiency and effectiveness. Operational level strategy is
critical because it translates the broader business strategy and
functional level strategies into specific operational plans and ac-
tivities that can be executed by frontline employees. It involves
setting specific operational goals and objectives that are aligned
with the broader business strategy and functional level strategies
and identifying the resources and capabilities required to achieve
those goals.

The following are some of the key components of operational
level strategy:

i. Resource Allocation: This involves determining how re-
sources such as people, technology and finances will be
allocated to various operations within the organisation to
achieve operational objectives.

ii. Process Improvement: This involves analysing existing
business processes to identify areas for improvement and
implementing changes to increase operational efficiency
and effectiveness.

iii. Quality Control: This involves ensuring that products
and services meet or exceed customer expectations by im-
plementing quality control measures.

iv. Supply Chain Management: This involves managing
the flow of goods and services from suppliers to custom-
ers, including logistics, inventory management and pro-
curement.

v. Performance Metrics: This involves establishing and
monitoring performance metrics to ensure that operation-
al objectives are being met.

Operational level strategy is focused on translating the broad-
er business strategy and functional level strategies into specific
operational plans and activities that can be executed by front-
line employees. It involves setting specific operational goals and
objectives, allocating resources, improving processes, imple-
menting quality control measures, managing the supply chain
and monitoring performance metrics to ensure that operational
objectives are being met.
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Summarised Overview

The strategic formulation process involves defining an organization’s vision and goals,
conducting thorough analyses of internal strengths and weaknesses, and external
opportunities and threats, and deciding on the best strategies to achieve these goals.
Basic principles include setting clear and achievable objectives, ensuring alignment with
the organization’s mission and values, and maintaining flexibility to adapt to changing
circumstances. Modes of strategic formulation can be prescriptive, with carefully planned
and deliberate strategies, or emergent, where strategies develop organically in response to
unexpected challenges and opportunities. Types of strategies include stability strategies,
focused on maintaining current operations and market position; growth strategies, aimed
at expanding the organization’s market presence, product lines, or geographic reach; and
retrenchment strategies, which involve reducing or eliminating unprofitable operations
to improve overall efficiency and financial health. Functional-level strategies are specific
plans and actions within various departments, such as marketing, finance, and human
resources, designed to support the overall strategic objectives. Stability strategies ensure
steady performance, growth strategies drive innovation and expansion, retrenchment
strategies streamline operations for sustainability, and functional-level strategies ensure
that all parts of the organization work together to achieve strategic goals.

Self-Assessment Question ‘

1. What is corporate-level strategy? Why is it important for a diversified firm?

What do you mean by stability strategy?
What are the circumstances where firms pursue a stability strategy?

What are the different approaches to stability strategy?

A5 5

What resources and incentives encourage a firm to pursue expansion strategies?

Assignments

1. List out the main problems that affect a firm’s efforts to use an expansion strategy?

2. What are the various reasons that firms choose to move from either a single or a
dominant business position to a more diversified position?

3. Does the stability strategy mean that a firm stands still? Explain.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Business Level and
Corporate Level Strategies

Learning Outcomes

On successful completion of this unit, the learner will be able to:

¢ know the BCG matrix
+ recognise the strategic alternatives at the corporate level

+ describe the generic strategy, grand strategy and offensive strategy

Background l

Business level strategy and corporate level strategy are two important concepts in
strategic management that help organisations achieve their goals and objectives. Busi-
ness level strategy refers to the actions and decisions that an organisation takes to com-
pete in a specific market or industry. Corporate level strategy, on the other hand, refers
to the actions and decisions that an organisation takes to manage its portfolio of busi-
nesses and create value for its stakeholders. If a company like Apple wants to compete
in the smartphone market, it will need to develop a business level strategy that focuses
on product differentiation, marketing and distribution. This may involve developing
unique features and designs, building brand awareness and creating partnerships with
suppliers and retailers. By contrast, Apple’s corporate level strategy might involve di-
versifying its portfolio of businesses, such as entering new markets like wearables, ser-
vices or entertainment.

General Electric (G E), is a conglomerate that operates in a variety of industries such
as aviation, energy, healthcare and transportation. G E’s business level strategies will
be tailored to the specific needs and challenges of each industry. For example, in the
aviation industry, G E focuses on developing high-tech engines and other components
that help airlines improve fuel efficiency and reduce emissions. In the energy industry, G
E offers a range of products and services related to power generation, transmission and
distribution. At the corporate level, G E’s strategy involves streamlining its portfolio of
businesses, divesting non-core assets and investing in new areas of growth.

The concepts of business level strategy and corporate level strategy have been stud-
ied and analysed by numerous scholars and practitioners over the years. One of the
most influential frameworks in this area is Michael Porter’s generic strategies, which
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proposes that businesses can achieve competitive advantage by adopting one of the
three generic strategies: cost leadership, differentiation or focus. Cost leadership in-
volves achieving the lowest cost of production and offering products at a lower price
than the competitors. Differentiation involves creating unique products or services that
are valued by customers and difficult for the competitors to replicate. Focus involves
targeting a narrow segment of the market and tailoring products and services to meet
their specific needs.

BCG Matrix, Grand strategies, Generic Strategies, Offensive strategies.

3.2.1 Introduction

The concepts of business level and corporate level strategy
have been around for several decades and have evolved over
time. In the 1950s and 1960s, business level strategy was pri-
marily focused on the concept of competitive advantage, while
corporate level strategy focused on diversification.In the 1980s,
Michael Porter introduced the concept of the Five Forces mod-
I el, which became a widely-used framework for analysing com-
petitive dynamics in industries. This model emphasized the im-

=® portance of understanding the competitive landscape to develop
effective business level strategies. In the 1990s and 2000s, there
was a growing emphasis on corporate social responsibility and
sustainable business practices, which led to the development of
new corporate level strategies focused on environmental and so-
cial issues.

o Strategy Evolution

Today, business level and corporate level strategies continue
to evolve in response to changing market conditions, technolog-
ical advancements and social trends. Organisations must be agile
and adaptable to remain competitive and successful in today’s
dynamic business environment.

3.2.2 The concept of Business Level Strategies

Business level strategy refers to the strategies that an organ-
isation uses to compete in a specific market or industry. These
strategies are focused on achieving a competitive advantage over
rivals, and are designed to increase the organisation’s profitabil-
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ity in that particular market. Business level strategy is a set of
actions and decisions that an organisation takes to position itself
within a particular market or industry. A competitive advantage
is a unique set of advantages that a company possesses over its
competitors, which allows it to outperform them in the market.
Business level strategies are designed to create and sustain this
competitive advantage over time to achieve a competitive ad-
vantage, organisations may use various strategies, such as cost
leadership, differentiation, focus or a combination of these strat-
egies.

Cost leadership strategy involves achieving the lowest cost
of production or delivery of goods and services in a particular
market or industry. This allows the organisation to offer its prod-
ucts or services at a lower price than the competitors, which can
be a significant advantage in price-sensitive markets. Differenti-
ation strategy involves creating unique and superior products or
services that are perceived as more valuable by customers than
those of the competitors. This allows the organisation to charge
a premium price and generate higher profits. Focus strategy in-
volves serving a particular niche or segment of the market, such
as a specific geographic region or customer group. This allows
the organisation to tailor its products or services to the specific
needs of that market segment and compete effectively against
larger, more diversified competitors. Integrated Low-Cost / Dif-
ferentiation strategy combines elements of both cost leadership
and differentiation strategies to offer a unique product or service
at a lower cost than competitors while still maintaining a high
level of differentiation. The goal of business level strategy is to
increase the organisation’s profitability in that particular mar-
ket or industry by achieving a sustainable competitive advan-
tage over rivals. This can be achieved through a combination
of factors, including effective product design and development,
efficient operations, effective marketing and sales strategies and
superior customer service.

3.2.3 The concept of corporate level strategies

Corporate level strategy is a set of actions and decisions tak-
en by an organisation to manage its portfolio of businesses or di-
visions, with the aim of maximizing the overall performance and
value of the entire organisation. Unlike business level strategies,
which are focused on achieving a competitive advantage in a
particular market or industry, corporate level strategies are con-
cerned with the overall structure and management of the organ-
isation. The primary goal of corporate level strategy is to create
value by allocating resources and investments across the organi-
sation’s various businesses or divisions in a way that maximizes
their overall performance and growth potential. This involves
&
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+ High-Growth Market
Leaders

identifying the organisation’s core competencies and strengths,
assessing market opportunities and determining the most effec-
tive way to structure and manage the organisation’s various busi-
nesses or divisions to achieve its strategic goals.

3.2.4 BCG Matrix

The BCG Matrix, also known as the Boston Consulting
Group Matrix, is a strategic management tool that helps compa-
nies to analyse their product portfolio and make decisions about
which products to invest in, which to divest and which to main-
tain. The matrix categorizes products into four quadrants based
on their market share and growth rate.
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Figure: BCG Matrix
The four quadrants of the BCG Matrix are:

3.2.4.1 Stars

Stars are products that have a high market share and a high
growth rate. This means that they are popular in the market
and their demand is increasing rapidly. As a result, they require
heavy investment to maintain their market share and continue
their growth.Companies invest in stars to take advantage of their
potential for growth and profitability. This investment can in-
clude research and development, marketing, production and oth-
er resources needed to maintain and expand the product’s market
share. The goal is to maintain the product’s high growth rate and
ensure that it remains a star in the company’s product portfolio.

However, maintaining a star status is not always easy. The
competition in the market can be intense and other companies
may be investing heavily in their own products to compete with
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the star product. To maintain its market share and growth rate,
a company may need to continually innovate and improve the
product to stay ahead of the competition. If a star product can
maintain its market share even as the market matures, it has the
potential to become a cash cow.Cash cows are products that have
a high market share but a low growth rate. They generate signif-
icant cash flow and profits for the company and require minimal
investment to maintain their market share. Companies use the
cash generated by cash cows to support other products in their
portfolio and to invest in new products.

Examples of stars include the Apple iPhone and the Toyota
Prius. The iPhone has been a star product for Apple for many
years, with a high market share and a high growth rate. Apple
has invested heavily in the iPhone, introducing new models and
features to maintain its popularity and stay ahead of the com-
petition. The Toyota Prius is another example of a star product.
The Prius has a high market share in the hybrid car market and
is experiencing significant growth as more consumers seek eco
friendly vehicles. Toyota has invested heavily in the Prius, ex-
panding its product line and improving its performance to main-
tain its market share and growth rate.

3.2.4.2 Cash Cow

Cash cows are products that have a high market share but
a low growth rate. These products are well established in their
market and as a result, they generate significant cash flow and
profits for the company. They are considered a steady source
of income for the company and require minimal investment to
maintain their market share. Cash cows are an essential part of a
company’s product portfolio because they provide the company
with a stable source of revenue that can be used to support other
products in the portfolio. The cash generated by cash cows can
be used to invest in new products, expand the company’s opera-
tions or pay dividends to shareholders.

To maintain their market share, cash cows require minimal
investment. This is because they are already established in the
market and their brand recognition and customer loyalty are al-
ready well established. The company may only need to invest
in minor improvements or updates to the product to keep it rel-
evant in the market.Companies should focus on “milking” their
cash cows for as long as possible to maximize their profitability.
This means that the company should focus on reducing costs
and increasing efficiency to maximize profits while minimizing
investment.

Examples of cash cows include Coca Cola and McDonald’s.
Coca Cola has a high market share in the soft drink market and
while the market for soft drinks is not growing significantly, Co-
8
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ca-Cola continues to generate significant cash flow and profits.
McDonald’s is another example of a cash cow. The fast food
chain has a high market share in the fast-food industry and con-
tinues to generate significant cash flow and profits, despite the
relatively low growth rate of the industry.

Examples of cash cows include Coca Cola and McDonald’s.
Coca Cola has a high market share in the soft drink market and
while the market for soft drinks is not growing significantly, Co-
ca-Cola continues to generate significant cash flow and profits.
McDonald’s is another example of a cash cow. The fast food
chain has a high market share in the fast-food industry and con-
tinues to generate significant cash flow and profits, despite the
relatively low growth rate of the industry.

3.2.4.3 Question Mark (Problem Children)

Question marks, also known as problem children, are prod-
ucts with a low market share but a high growth rate. These prod-
ucts have the potential to become stars if the company invests
in them to increase their market share. However, they require
significant investment to do so and there is no guarantee that
the investment will pay off. Companies may invest in question
marks to take advantage of their potential for growth and profit-
ability. This investment can include research and development,
marketing, production and other resources needed to increase
the product’s market share. The goal is to turn the question mark
into a star product in the company’s product portfolio.

However, investing in question marks can be risky. The com-
petition in the market can be intense and other companies may
be investing heavily in their own products to compete with the
question mark product. It is possible that despite the investment,
the question mark may not succeed in the market.If a question
mark is not successful in increasing its market share, the compa-
ny may need to consider divesting the product. Divesting means
selling or shutting down the product to minimize losses and fo-
cus on other products in the company’s portfolio.

Examples of question marks include electric cars and plantbased
meat alternatives. Electric cars have a low market share but a
high growth rate as more consumers seek eco friendly vehicles.
Companies like Tesla, Nissan, and General Motors have invest-
ed heavily in electric cars to increase their market share and take
advantage of this growth trend. Plant based meat alternatives are
another example of a question mark product. They have a low
market share but are experiencing significant growth as more
consumers seek healthy and eco-friendly food options. Com-
panies like Beyond Meat and Impossible Foods have invested
heavily in plant based meat alternatives to increase their market
share and become leaders in this emerging market.
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3.2.4.4 Dogs

Dogs are products in a company’s portfolio that have both
low market share and low growth rate. These products are not
generating significant profits for the company and may require
more investment than they are worth. Companies usually have
two options with dogs; divest them or simply continue to main-
tain them.Dogs are not profitable and often do not have the po-
tential to become profitable even with increased investment.
These products may have reached the end of their lifecycle,
become outdated or simply lost popularity in the market. As a
result, they do not generate enough revenue to justify continued
investment. Continuing to maintain dogs in the product portfolio
can be expensive for the company and their limited profits can
also impact the company’s overall profitability. As a result, com-
panies may consider divesting them, which involves selling or
shutting down the product to minimize losses.

Examples of dog products include low end personal computers
and basic flip phones. These products have lost their appeal to
consumers due to technological advancements, making them
outdated and no longer competitive in the market. As a result,
they have low market share and low growth rate, making them
unprofitable and a drain on the company’s resources.

It is important for companies to identify and assess their dog
products to determine whether they should divest them or main-
tain them in their product portfolio. Divesting may be the best
option if the product does not have the potential to become prof-
itable, while maintaining them may be an option if the company
can find ways to cut costs and increase profitability. Dogs are
products in a company’s portfolio with low market share and low
growth rate that are not generating significant profits. Compa-
nies may need to divest them or continue to maintain them while
finding ways to cut costs and increase profitability.

3.2.5 Strategic Alternatives at Corporate Level

Strategic alternatives are the various options available to a
company to achieve its goals and objectives. These alternatives
are developed during the strategic planning process and are used
to guide decision making. There are several strategic alternatives
that a company can consider, including growth strategies, diver-
sification strategies, retrenchment strategies, stability strategies,
collaboration strategies and international strategies.

3.2.5.1 Grand strategies

The corporate strategy or master strategy, commonly referred
to as the grand strategy, outlines a company’s general plan for
achieving long term goals. There are four main types of grand
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strategies: expansion, stability, retrenchment and combination.
Depending on the company’s product lines and development
stages, it may adopt any number of these strategies to achieve

=—=® its objectives. Each of these strategies can play a key role in a

company’s success in the long run. The grand strategy deals with
the company’s scope and direction, addressing questions such as
the growth objectives, which strategy to use to attain those ob-
jectives, the company’s lines of business and how they operate
in coordination with each other.

Objectives of Grand Strategy

1. Determining the optimal number of business lines to pur-
sue and the desired market positions for each of these
lines. This may also involve deciding whether to add or
remove a particular line of business to increase or de-
crease the company’s overall diversification.

ii. The strategies employed may involve a combination of
various sub-strategies for each business line. Healthy
business lines may pursue high growth strategies, stable
businesses can be maintained, underperforming business-
es that show potential may undergo turnaround strategies
and finally, businesses that do not align with the compa-
ny’s strategic roadmap should be divested. To achieve
this, the businesses may require additional financial, man-
agerial or other resources.

iii. The grand strategy seeks to align the various business
lines to achieve strategic fit and turn them into sources
of competitive advantage for the company. This can be
accomplished through the use and transfer of technology,
procurement advantages, operational efficiency, distribu-
tion and customer relations.

iv. Prioritizing investments in the most profitable business
lines.

Importance of Grand Strategy

Having a corporate strategy is essential for a company to at-
tain its long-term goals and objectives, deliver superior prod-
ucts and services and optimize the performance of its managerial
team. The importance of corporate strategies is highlighted by
the following factors:

i. Focus:

A well crafted corporate strategy enables a company to chan-
nel its diverse resources towards a singular objective. Without
a formal corporate strategy, a company risks dissipating its re-
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sources, making it difficult to achieve a clear focus. Thus, the
corporate strategy brings the much needed focus to the organi-
sation.

ii. Measurable Progress:

A corporate strategy provides a benchmark for measuring
the company’s progress or setbacks. As the famous management
guru, Peter Drucker, said, “What gets measured improves.” The
corporate strategy provides clarity on what needs to be measured,
allowing the company to assess its performance more accurately.

iii. Long-Term Success:

A corporate strategy enables a company to navigate through
periods of economic uncertainty, ensuring its long-term success.
For instance, during the financial crisis of 2008, the global de-
mand for petrochemicals declined, adversely affecting the short-
term performance of Reliance Industries. However, due to its
corporate strategy, the company was able to overcome external
weaknesses and emerge from the crisis unscathed.

iv. Other Benefits:

Corporate strategy allocates scarce resources, shares the cor-
porate vision with employees, motivates them to work harder and
enables the management to handle unforeseen market contingen-
cies. It also helps the management plan for the uncertain future,
prepare for unforeseen emergencies, choose the best course of
action and provide a yardstick for measuring the company’s per-
formance. The effectiveness of management implementation can
be assessed by the success of the corporate strategy.

Limitations of Grand Strategy
Corporate or Grand strategy has certain limitations, which are

as follows:

i. Complexity: Framing a corporate strategy is a complex
and time-consuming process that requires extensive plan-
ning and analysis.

ii. High Cost: Developing a corporate strategy can be ex-
pensive, as it often involves hiring external consultants
and investing a significant amount of resources. This can
be a burden for small companies with limited financial
resources.

iii. Uncertain Future: Corporate strategy is based on fore-
casts of the future, which are inherently uncertain and
subject to change. This can lead to inaccurate predictions
and strategies that may not be effective in the long run.
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iv. Implementation Challenges: The success of a corporate
strategy depends on its execution, which can be impacted
by organisational, behavioural and motivational factors.
This can result in a gap between the conceptualization of
the strategy and its actual implementation.

v. Long-Term Focus: Corporate strategy is primarily fo-
cused on long term goals and may not be useful in ad-
dressing short term issues or problems.

3.2.5.2 Generic Strategies

A generic strategy is a broad approach to a company’s po-
sitioning within an industry. By concentrating on a single ge-
neric strategy, executives can avoid competing in markets that
are better serviced by other generic strategies and instead focus
on the essential components of their companies’ business level
strategies. The most well known collection of generic strategies
is derived from the work of Harvard Business School Professor
Michael Porter and other scholars who expanded upon Porter’s
original concepts (Porter 1980).

Two competitive aspects, in Porter’s opinion, are crucial to
business level strategy. The first factor is a company’s source
of competitive advantage: whether it tries to outdo competitors
by cutting costs or by providing something special to the mar-
ket. The second factor is the breadth of a company’s operations:
whether it targets all clients or simply a specific group of them.
These choices lead to the following four generic business-level
strategies: cost leadership, differentiation, focused cost leader-
ship and focused differentiation. Rarely are businesses able to
provide customers with both affordable costs and distinctive
qualities they find appealing. These businesses are using a best
cost approach. Firms that are not able to offer low prices or ap-
pealing unique features are referred to as “stuck in the middle,”
where competition is greatest.

Understanding the distinctions behind generic tactics is cru-
cial since they all present clients with quite diverse value prop-
ositions. A company with a cost leadership strategy will have a
different value chain design than a company with a differentiation
strategy. For instance, marketing and sales for a differentiation
strategy frequently involve a lot of work, yet some companies
that use a cost leadership strategy, like Denny’s, are successful
with little to no marketing. Each generic strategy is described in
this unit along with the “recipe” that is typically used to imple-
ment that strategy successfully. These recipes might help busi-
nesses develop a plan that results in improved performance. But
when firms fail to follow logical actions associated with each
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strategy, the result may be a value proposition configuration that
is expensive to implement and does not satisfy enough custom-
ers to be viable.

Types of Generic Strategies

The fundamental concept of competitive strategies originates
from Michael Porter’s Generic Strategies, which encompass:

Cost Leadership Strategy

This strategy focuses on achieving the lowest cost of pro-
duction or delivery in the market segment. This can be achieved
through economies of scale, operational efficiencies and tight
cost control. A company pursuing a cost leadership strategy typ-
ically offers its products or services at a lower price than com-
petitors.

Example:

McDonald’s is an example of a company that uses a cost
leadership strategy. They are able to achieve low costs through
economies of scale, standardized operations and efficient supply
chain management. This allows them to offer their products at a
lower price than many competitors.

Walmart, Ryanair and IKEA are also examples of cost lead-
ership strategies.

Differentiation Strategy

This strategy focuses on creating a unique product or ser-
vice that stands out from the competitors. Differentiation can be
achieved through design, features, quality, customer service or
other factors. A company pursuing a differentiation strategy typ-
ically charges a premium price for its products or services.

Examples:

Apple is an example of a company that uses a differentiation
strategy. They differentiate their products through unique design,
user experience and advanced technology. This allows them to
charge a premium price for their products, even though they face
competition from other technology companies.

Other examples are BMW and Coca-Cola.

Focus Strategy

This strategy focuses on serving a narrow market segment
or niche. A company pursuing a focus strategy typically tailors
its products or services to the specific needs of the target market.
This can be achieved through customization, personalization or
specialized expertise.
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Examples include luxury brands like Rolex, catering companies
that focus on vegan cuisine and niche software companies like
Sketch.

3.2.5.3 Offensive strategies

Offensive strategy is a strategic approach in which an or-
ganisation seeks to take aggressive actions to gain market share,
increase profitability or otherwise achieve a competitive advan-
tage. Offensive strategies can take many forms, but they are gen-
erally focused on taking the initiative and attacking competitors,
rather than simply reacting to their moves.An offensive strategy
is a business approach where a company takes aggressive steps
against the market leader to secure its market position and gain
a competitive advantage. This can be achieved through product
differentiation, lower pricing or resource advantages. It is im-
portant to note that an effective offensive strategy should be dif-
ficult for competitors to counter.

Some common offensive strategies include reducing pric-
es, creating catchy designs to attract attention and launching
effective marketing and advertising campaigns. Successful im-
plementation of an offensive strategy can provide a long term
competitive edge. However, Strickland and Thompson have
identified three periods that may impact this edge: the build up
period (short or long, depending on resource availability), the
benefit period (short or long, depending on the creativity of the
offer), and the erosion period (when competitors find a way to
counter the offer, leading to the end of the competitive edge).
An offensive strategy can position a company as a trendsetter
rather than a follower, but it is only suitable for innovative firms
that have allocated separate budgets for research and develop-
ment. Some firms following an offensive strategy may acquire
other businesses to eliminate competitors, but the approach can
be costly.

Examples of Offensive Strategy:

Apple’s development of the iPod and iTunes, which disrupt-
ed the music industry and established Apple as a leader in the
digital music market.

Netflix’s aggressive expansion into new markets and devel-
opment of original content, which helped it gain market share
and establish itself as a dominant player in the streaming video
market.

Uber’s disruption of the taxi industry by using digital tech-
nology to offer a more convenient and efficient ride hailing ser-
vice.
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Coca-Cola’s aggressive marketing campaigns and product
innovation, which have helped it maintain its position as a lead-
ing soft drink brand, despite intense competition from rivals.

Advantages of Offensive Strategy

i. First mover advantage: By taking the initiative and
moving quickly, an organisation can gain a first-mover
advantage over competitors, establishing itself as a leader
in a new market or product category.

ii. Increased market share: Offensive strategies can help
organisations gain market share by attracting new cus-
tomers or taking customers away from competitors.

iii. Increased profitability: Offensive strategies can also in-
crease profitability by reducing costs, increasing efficien-
Cy or improving pricing power.

iv. Better customer engagement: By taking aggressive ac-
tions to attract and retain customers, an organisation can
improve customer engagement and loyalty.

Disadvantages of Offensive Strategy

i. High risk: Offensive strategies are often high-risk,
high-reward propositions and can result in significant
losses if they are not executed effectively.

ii. Costly: Offensive strategies often require significant in-
vestments in marketing, R&D and other areas, which can
be costly for organisations.

iii. Potential backlash: Offensive strategies can sometimes
result in backlash from competitors or customers, which
can damage an organisation’s reputation and market po-
sition.

3.2.6 Types of Offensive Strategies

Some of the major types of offensive strategy are as follows;
1. Frontal Attack

A frontal attack involves directly challenging a competitor
by offering a similar product, price and quality. This strategy is
considered risky, and should be attempted only if the attacker
has a clear competitive advantage.

For example, Coca-Cola and Pepsi are both leaders in the soft
drink industry and have considerable resources. They have a
long history of engaging in frontal attacks. For instance, when
Coca-Cola introduced Diet Coke, Pepsi responded by launching
Diet Pepsi.
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2. Flank Attack

A flank attack is a strategy where a challenger company tar-
gets the weak points of their competitor to gain a competitive
advantage and secure their market position. For example, LG
targeted other manufacturers of colour TVs in rural India to be-
come the first brand to target the rural market. LG recognized
that the rural market was not only price sensitive but also quali-
ty-conscious and customers were willing to pay more for a prod-
uct that met their needs.

3. Encirclement attack

An encirclement attack involves attacking a competitor’s
strengths and weaknesses without leaving any margin of error.
This strategy is often used by e-commerce platforms that attack
all the strengths and weaknesses of their competitors to gain
market share.

4. Bypass attack

A bypass attack is a strategy where a company attacks a com-
petitor through innovation. By launching an innovative product,
the company creates a new segment in the market, which com-
petitors will try to copy, but the impact of the attack will last for
a long time. For example, Sony’s co-founder, Masaru Ibuka, cre-
ated the “Walkman” by designing a smaller recorder and cassette
player, which was a huge success, with the company selling 400
million devices.

5. Guerrilla marketing

Guerrilla marketing involves making small, useful changes
that, when repeated, can have a significant impact on the market.
For example, McDonald’s painted zebra crossing lines in yellow
to symbolize French fries and packaged the image to create a
unique brand image. These small changes can help a new small
business gain popularity and provide trade and price discounts.

3.3.1 Defensive Strategies

A defensive strategy is a business strategy adopted by compa-
nies to protect their market position or market share by reducing
the risk of losses or negative impact from external factors. This
strategy is often used by companies when they face increased
competition or market disruption from new entrants or changes
in technology, consumer preferences or regulatory environment.

3.3.2 Objectives of Defensive Strategies

The key objectives of defensive strategies are:

i. Protecting market share: The main objective of a defen-
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ii.

iii.

iv.

sive strategy is to protect a company’s market share from
competitors. This can be achieved through actions such
as lowering prices, improving product quality or offering
better customer service.

Maintaining profitability: Defensive strategies are often
used by companies that are facing financial difficulties. In
such cases, the objective is to maintain profitability and
avoid losses. This can be achieved by cutting costs, reduc-
ing expenses or divesting non-core assets.

Strengthening brand reputation: Defensive strategies
can also be used to strengthen a company’s brand repu-
tation. For example, a company facing negative publici-
ty may launch a public relations campaign to improve its
image.

Managing risk: Defensive strategies can help companies
manage risks associated with business operations. For ex-
ample, a company may choose to diversify its product line
or enter new markets to reduce its reliance on a single
product or market.

Maintaining stakeholder confidence: Defensive strate-
gies can also be used to maintain stakeholder confidence
in the company. This is particularly important for public-
ly traded companies that are accountable to shareholders.
Defensive strategies such as improving financial transpar-
ency, reducing debt levels or increasing dividend payouts
can help maintain stakeholder confidence.

3.3.3 Types of Defensive Strategies

There are several types of defensive strategies that a company
can adopt, including:

i.

ii.

iil.
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Price reductions: Companies may lower their prices to
prevent their competitors from gaining market share. This
can help to retain existing customers and attract new cus-
tomers who are price sensitive. However, this strategy can
also lead to lower profit margins and may not be sustain-
able in the long run.

Cost-cutting measures: Companies may reduce their
costs to maintain profitability and competitiveness. This
can include streamlining operations, outsourcing non-core
functions or reducing headcount. However, this strategy
may also impact the quality of the products or services
offered by the company.

Product differentiation: Companies may differentiate
their products or services to stand out from their compet-
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itors. This can include offering unique features, superior
quality or better customer service. However, this strategy
can also be expensive to implement and may not be feasi-
ble for all companies.

iv. Strategic alliances: Companies may form alliances or
partnerships with other companies to increase their mar-
ket power and competitiveness. This can include joint
ventures, partnerships or collaborations. However, this
strategy can also be risky, as it may lead to loss of control
over the company’s operations.

Examples of defensive strategies in action:

In the 1990s, Coca-Cola faced increased competition from
PepsiCo and other soft drink manufacturers. To maintain its mar-
ket share, Coca-Cola launched several new products, including
Dasani water, Minute Maid orange juice and Powerade sports
drink. Coca-Cola also reduced its prices and increased its adver-
tising budget to stay competitive.

Apple faced stift competition from Samsung in the smart-
phone market. To maintain its market position, Apple invested
heavily in research and development, launched new products
and services and differentiated its products through unique fea-
tures such as the Siri virtual assistant.

During the 2008 - 2009 financial crisis, many banks adopt-
ed defensive strategies to reduce risk and protect their market
position. This included reducing their exposure to risky assets,
increasing their capital reserves and tightening their lending
standards.

A defensive strategy can be an effective way for companies
to protect their market position and minimize risks during times
of increased competition or market disruption. However, it is im-
portant for companies to carefully evaluate the costs and benefits
of different defensive strategies, and to remain flexible in adapt-
ing to changing market conditions.

3.3.4 Strategic Alliances

Strategic alliances are partnerships between two or more
companies that agree to work together to achieve common goals.
The partners in a strategic alliance may collaborate on market-
ing, research and development, distribution or other activities.

Example: Starbucks and PepsiCo forming a strategic alliance to
sell Starbucks bottled coffee and energy drinks in grocery stores.

A strategic alliance is a collaborative partnership between
two independent organisations that work together to achieve
common goals without sacrificing their autonomy. Strategic alli-
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ances can vary in size and scope and may involve a wide range
of objectives. The effectiveness of a strategic alliance is maxi-
mized when the two organisations complement each other.

In recent years, corporations have increasingly formed stra-
tegic alliances and partnerships to enhance their competitiveness
in both domestic and international markets. This represents a
significant departure from the past when most companies pre-
ferred to go it alone, confident in their own competencies and re-
sources. The corporate mindset has shifted towards strategic al-
liances and collaborative partnerships, even in the field of higher
education where top management and engineering colleges have
formed alliances with foreign universities to develop cutting
edge curricula.Today, companies face the challenge of being
part of the global race while also being pioneers in technology
adoption and future-ready product development. Even industry
leaders like Reliance Industries recognize that it is impossible to
achieve global market leadership and develop futuristic products
by going alone. Doing so requires immense resources, skills,
technological access and capabilities, which may be beyond the
reach of a single enterprise. This also increases the risk of fail-
ure; so, many companies now prefer strategic alliances to bridge
these gaps.

Strategic alliances allow two or more companies to come
together to achieve a common strategic objective without a full-
fledged merger or partnership. Although some strategic alliances
involve formal agreements, many do not. Strategic alliances and
collaborative partnerships are crucial in bridging technological
and resource gaps and more companies are adopting them to
achieve their strategic objectives.

Advantages of Strategic Alliance

i. Shared resources and costs: By forming a strategic alli-
ance, companies can share resources and costs, which can
result in cost savings and increased efficiency.

il. Access to new markets: Strategic alliances can provide
access to new markets that would have been difficult to
enter alone.

iii. Diversification: Strategic alliances can help companies
diversify their product offerings or services, which can re-
duce the risk of dependence on a single product or market.

iv. Knowledge sharing: Strategic alliances can allow com-
panies to share knowledge and expertise, which can lead
to innovation and increased competitiveness.

v. Flexibility: Strategic alliances can be flexible and can be
structured to meet the changing needs of the partners.
2
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Disadvantages of Strategic Alliance
i. Risk of loss of control: By forming a strategic alliance, a
company may have to give up some control over its oper-
ations or decision-making process.

ii. Risk of conflicts: Strategic alliances involve multiple
parties with different goals and objectives, which can lead
to conflicts and disagreements.

iii. Risk of loss of competitive advantage: Strategic allianc-
es can result in the transfer of knowledge and expertise to
the partner, which could eventually lead to the loss of a
competitive advantage.

iv. Complexity: Strategic alliances can be complex to man-
age, especially if the partners have different cultures,
structures and management styles.

v. Dependence on the partner: If the strategic alliance is
critical to the success of the company, it could become
dependent on the partner and may be vulnerable if the al-
liance is dissolved.

3.3.5 Joint Ventures

Joint ventures are partnerships between two or more com-
panies that agree to create a new business entity. Each partner
contributes resources, such as capital, expertise or technology, to
the joint venture and shares the profits and losses.

Example: Sony and Ericsson forming a joint venture to produce
mobile phones.

When two or more independent companies collaborate to
create a new entity that is separate and distinct from their par-
ent companies, a joint venture is formed. Joint ventures can take
various forms, including those aimed at exploiting marketing or
manufacturing opportunities. The key idea behind a joint venture
is that each participating company brings in some expertise and
through a process of synergy, the joint venture will gain a unique
competitive advantage.

3.3.6 Forms of Joint Ventures

i. Jointly Controlled Operations: This type of joint ven-
ture involves the use of assets and resources from differ-
ent partners without forming a separate entity. The partici-
pating companies use their own inventories and resources
for joint operations.

ii. Jointly Controlled Assets: In some joint ventures, the
assets are jointly owned and controlled by the participat-
ing companies. The assets are utilized by the joint venture
partner for their benefit and they agree to share the costs.
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iii. Jointly Controlled Entities: When a joint venture in-
volves the creation of a corporation or partnership in
which each participating company has a stake, a jointly
controlled entity is formed. The corporation operates as a
business enterprise and control is shared among the part-
ners of the joint venture based on a contractual agreement.

Advantages of Strategic Alliance

i. Increased expertise and knowledge: Joint ventures al-
low companies to pool their resources, knowledge and
expertise to achieve a common goal. This can result in
improved product development, increased efficiency and
better decision making.

ii. Risk-sharing: Joint ventures allow companies to share
the risks associated with a particular project or invest-
ment. This reduces the financial burden on any one com-
pany and reduces the overall risk.

iii. Access to new markets: Joint ventures can provide ac-
cess to new markets and customers that may be difficult
or impossible to access alone. This can result in increased
sales and revenue.

iv. Cost-sharing: Joint ventures allow companies to share the
costs associated with a particular project or investment.
This can result in lower costs and increased profitability.

Disadvantages of Joint Ventures

i. Risk of conflicts: Joint ventures can sometimes lead to
conflicts between the partners, especially if they have dif-
ferent goals or ideas about how to run the joint venture.

ii. Loss of control: Joint ventures require sharing control of
the project or investment with another company. This can
result in a loss of control over decision-making and oper-
ations.

iii. Legal and regulatory issues: Joint ventures can be sub-
ject to legal and regulatory issues, such as antitrust laws
and foreign investment regulations.

iv. Communication issues: Joint ventures require strong
communication and coordination between the partners.
Poor communication can lead to misunderstandings and
mistakes.

Expansion through Cooperation

Expansion through cooperation refers to the growth strategy
of a company that involves partnering with other businesses to
achieve its growth objectives. This strategy can be particularly
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useful for companies that are looking to expand into new markets
or product lines but may not have the necessary expertise or re-
sources to do so on their own.The concept of co-operation refers
to companies working together with their competitors to enhance
the value they provide to their customers. This collaborative ap-
proach involves combining resources to generate the maximum
value for all stakeholders involved. The key to successful co-op-
eration is having a shared objective within the organisation. By
working in tandem with their competitors, companies can offer
customers better value at a reduced cost. Co-operation has be-
come an increasingly popular strategy both in India and around
the world, as organisations recognize the importance of fostering
cooperative relationships with both internal and external stake-
holders. Through co-operation, organisations are able to form
meaningful partnerships, align stakeholders and navigate uncer-
tain environments.

Advantages of Expansion through Cooperation

i. Access to new markets: Partnering with another compa-
ny can help a business enter new markets and expand its
customer base.

ii. Shared risk: Cooperation can help to reduce risk by shar-
ing the costs and resources needed for growth.

iii. Access to expertise: Partnering with another company
can provide access to expertise or technology that the
company may not have in-house.

Disadvantages of Expansion through Cooperation

i. Loss of control: Partnering with another company can
result in a loss of control over business decisions and op-
erations.

ii. Potential conflicts: Partnerships can lead to conflicts if
the partners have different goals, priorities or values.

iii. Sharing profits: Sharing profits with a partner can reduce
the overall profitability of the company.

Expansion through co-operation can be a useful strategy for
companies looking to achieve growth objectives. However, it is
important for companies to carefully evaluate potential partners
and ensure that the partnership aligns with the company’s goals
and values.

3.3.7 Types of Cooperation
3.3.7.1 Mergers

One of the ways for an organisation to expand is through a
merger strategy. Usually, this occurs between two organisations
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of equal size, making it easier for both boards of the companies
to approve the merger. In such cases, the newly formed board
is typically composed of equal representation from both organ-
isations. However, mergers do not always lead to shared appre-
ciation between the companies involved. This is because merg-
ers face the same issues as acquisitions, with intended benefits
often overestimated and real costs being higher than expected.
The integration of two organisations is also a challenging task.
In addition, mergers can serve as a means for companies to build
scale and prevent being acquired by other companies. Howev-
er, mergers are often subject to conditions and may be blocked.
Many examples of mergers can be found in the Indian market,
such as the merger between Polyolefin Industries and NOCIL,
and Sandoz (India) Ltd with Hindustan Ciba Geigy.

Advantages of Mergers
Mergers can offer several advantages to organisations, such as:

i. Synergy: Combining the resources, expertise and capa-
bilities of two companies can lead to a greater overall val-
ue than either company could achieve alone.

ii. Increased market share: Mergers can increase the mar-
ket share of the combined company, leading to greater
pricing power and a larger customer base.

iii. Economies of scale: A larger company may be able to
take advantage of economies of scale, resulting in lower
costs of production.

iv. Diversification: Mergers can provide access to new mar-
kets, products and services, allowing the organisation to
diversify its revenue streams.

Disadvantages of Mergers
However, there are also potential disadvantages to mergers, such

as:

i. Culture clash: The merging of two different company
cultures can lead to conflict and difficulties in integrating
the two organisations.

ii. Integration challenges: The integration of two organisa-
tions can be complex and time consuming, requiring sig-
nificant resources and management attention.

iii. Increased debt: Mergers can require significant amounts
of capital, which may have to be raised through debt, lead-
ing to increased financial risk for the combined company.

iv. Reduced competition: Mergers can lead to a reduction
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in competition, which may result in higher prices and re-
duced innovation.

v. Legal and regulatory issues: Mergers may be subject to
legal and regulatory scrutiny, which can delay or prevent
the completion of the transaction.

3.3.7.2 Acquisition or Takeover

Acquisition is a growth strategy where a company purchases
or takes over another business to gain access to new markets,
products or distribution channels. However, this strategy requires
careful management to avoid negative financial consequences.
Payments can be made in phases, matching funds generated by
the organisation. Although companies are always available for
acquisition, a limited choice of targets may expedite the pro-
cess.The belief that acquisitions always lead to organic growth
is false. The acquisition process 1s time-consuming, involving a
search for targets, negotiation for the right price and integration
of the target company to create value. Acquisitions involve the
dominance of one company over another, where a bigger compa-
ny takes over shares and assets of a smaller company and runs it
under its name or a combined name. For example, when Mahin-
dra and Mahindra took over Satyam, the Satyam name merged
into Tech Mahindra.

In an acquisition, a firm buys a controlling stake in the target
company with the intention of making it a subsidiary or merging
it with one of its existing businesses. For most companies, ac-
quisition is a one time activity with a specific objective in mind.

Advantages of Acquisition

1. Access to new markets, products or distribution channels
that can lead to increased revenue and profitability.

ii. Acquiring companies can leverage the strengths of the ac-
quired company to enhance their own operations.

iii. Acquisition can provide a competitive advantage over
other companies in the industry.

iv. Acquisition can lead to economies of scale and cost sav-
ings due to shared resources.

v. The acquiring company can gain access to the intellectual
property and technology of the acquired company.

Disadvantages of Acquisition:

1. High costs associated with the acquisition process, includ-
ing legal, accounting and consulting fees.
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ii. Cultural differences between the two companies can cre-
ate problems with integration and affect employee morale.

iii. The acquiring company may face resistance from the em-
ployees of the acquired company, leading to a loss of key
talent.

iv. The acquiring company may underestimate the challeng-
es of integration, leading to a failure to realize expected
benefits.

v. The acquisition can result in increased debt for the acquir-
ing company, reducing financial flexibility.

3.3.8 Re-engineering

Reengineering is a strategy that involves fundamentally re-
thinking and redesigning business processes to improve perfor-
mance, reduce costs and increase efficiency. The goal of re-engi-
neering is to achieve radical improvements in key performance
metrics such as quality, speed, cost and customer satisfaction.
Re-engineering typically involves a top-down approach, where
management identifies the areas that require improvement and
leads the change process. The focus is on improving the end-
to-end process rather than optimising individual functions or
departments. Re-engineering can be a highly effective strategy
when implemented correctly. It has been used by companies in
a variety of industries to achieve significant improvements in
performance and customer satisfaction..

Example

A telecom company in the U. S. had multiple departments
to handle customer support for various issues such as technical
glitches, billing, new connections and service termination. Cus-
tomers had to call each department separately to resolve their
issues, which was time-consuming and costly for the company.
Smaller companies with limited resources were providing better
customer service and posing a threat to the telecom giant’s busi-
ness. To simplify the process and provide a one-stop solution
for customer queries, the company decided to merge all the de-
partments and create a centralized customer support centre. The
company laid off some employees to reduce multiple handoffs
and create a team of customer support experts equipped with
new software to access the customer database and handle differ-
ent kinds of requests. With the new system, customers could get
their billing queries resolved, fix their phone line or make new
service requests in a single call. The push-button phone menu
allowed them to connect directly with other departments to pro-
vide feedback or make further queries.
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The re-engineering strategy helped the company achieve
various objectives, such as cost and time savings through team
reorganisation, accelerated information flow, minimized errors,
enhanced service quality, improved customer satisfaction and
clear process ownership within the restructured team. The team
could also evaluate their performance based on instant feedback.

3.3.8.1 Steps in the Re-engineering Process

The re-engineering process involves several steps. They are:

Step 1: Defining the scope

Business process re-engineering (BPR) is a methodology
that involves a radical redesign of business processes to achieve
significant improvements in performance, productivity and qual-
ity. The success of BPR initiatives largely depends on how well
the management team identifies the specific process to be re-en-
gineered and sets clear objectives and goals.

Firstly, the management needs to identify which process
need to be re-engineered. This could be a process that is ineffi-
cient, error-prone or no longer meets the needs of the business or
its customers. Once the process is identified, management needs
to analyse the current process and determine how it can be rede-
signed to achieve the desired improvements. This may involve
breaking down the process into its component parts, identify-
ing inefficiencies or bottlenecks and looking for opportunities to
streamline or automate the process.

Secondly, the management needs to set clear objectives and
goals for the re-engineered process. This involves defining what
success looks like and how it will be measured. For example,
management may set objectives to reduce process cycle time,
increase customer satisfaction or improve the quality of the out-
put. The objectives and goals need to be specific, measurable,
achievable, relevant and time-bound (SMART), so that progress
can be monitored and evaluated.

Once the objectives and goals have been set, management
needs to communicate them clearly to everyone involved in the
re-engineering effort. This includes employees who will be di-
rectly involved in the new process, as well as stakeholders who
may be affected by the changes. Clear communication helps to
ensure that everyone understands the goals and objectives and is
aligned with the vision for the new process.Management’s role in
BPR is critical to the success of the initiative. They need to iden-
tify the specific process to be re-engineered, set clear objectives
and goals and communicate them effectively to all stakeholders.
By doing so, they can create a shared vision for the future state

2
@ SGOU - SLM - MCom -Business Policy and Strategic Management 135

o
e s
SRETHARAYANAGURY
T TRy



+ Current State Anal-
ysis

o Identify Inefficien-
cies

136 SGOU - SLM - MCom -Business Policy and Strategic Management

of the process and ensure that everyone is working towards the
same goals.

Step 2: Mapping the current process

When a business process is identified for improvement, it
is necessary to analyse and map the current process to identify
inefficiencies and areas that can be improved. This process anal-
ysis is a critical step in the business process reengineering (BPR)
methodology. The first step in analysing the current process is to
gather data about the process. This data can be obtained through
observation, interviews with employees who perform the pro-
cess and reviewing documentation related to the process. Once
the data is collected, it can be analysed to identify inefficiencies
and areas for improvement. To analyse the current process, it is
often useful to create a process map. A process map is a visual
representation of the steps involved in the process, including the
inputs, outputs and decision points. Process mapping helps to
identify the flow of work, the roles of different stakeholders in-
volved and potential areas of waste and inefficiency.

Once the current process has been mapped, it is analysed to
identify inefficiencies and areas for improvement. This involves
looking for opportunities to streamline the process, reduce cy-
cle time and eliminate unnecessary steps or activities. Common
areas for improvement may include reducing duplication of ef-
fort, reducing handoffs or delays and eliminating non-value-add-
ed activities. During the analysis phase, it is also important to
consider the impact of proposed changes on the overall business
process. This includes understanding how changes to one part of
the process will affect other parts of the process and the organi-
sation as a whole. Analysing and mapping the current process is
a critical step in the BPR methodology. It helps to identify inef-
ficiencies and areas for improvement and provides a foundation
for redesigning the process to achieve significant improvements
in performance, productivity and quality.

Step 3: Redesigning the process

Once the current process has been analysed and areas for im-
provement have been identified, the next step in business process
re-engineering (BPR) is to design a new process that is more effi-
cient, effective and customer-centric. The new process design in-
volves developing a blueprint for the future state of the process.
This blueprint incorporates the changes and improvements iden-
tified during the analysis phase and outlines the steps, inputs,
outputs and decision points involved in the new process. The
new process design should be guided by the goals and objectives
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set by management at the beginning of the BPR initiative. For
example, if the objective is to reduce cycle time, the new process
design should include steps to streamline the process and elimi-
nate unnecessary activities.

The new process design should also be customer-centric.
This means that the design should take into account the needs
and preferences of customers and aim to provide a better expe-
rience for them. For example, if the process is customer-facing,
the new process design should be designed to reduce wait times,
improve communication and provide a more personalized expe-
rience. To ensure that the new process is efficient and effective, it
is important to consider how technology can be used to automate
or streamline the process. This may involve the use of software,
robotics or other automation technologies to eliminate manual
tasks or reduce the risk of errors.Once the new process design
has been developed, it should be reviewed and tested to ensure
that it achieves the desired outcomes. This may involve running
simulations, conducting pilot tests or gathering feedback from
stakeholders.

Designing a new process that is more efficient, effective, and
customer-centric is a critical step in the BPR methodology. It in-
volves developing a blueprint for the future state of the process,
guided by the goals and objectives of the initiative and incorpo-
rating technology to automate and streamline the process. The
new process design should also take into account the needs and
preferences of customers and be tested and refined to ensure that
it achieves the desired outcomes.

Step 4: Implementing the new Process

Once a new process design has been developed and test-
ed, the next step in the business process re-engineering (BPR)
methodology is to implement the new process. However, imple-
menting a new process can be challenging and it is important
to manage the change effectively to ensure a smooth transition.
This involves providing appropriate training, communication
and change management. Training is essential to ensure that em-
ployees are equipped with the knowledge and skills necessary to
perform their new roles and responsibilities. This may involve
training on new software or tools, changes in work processes or
updates to policies and procedures. Training should be tailored
to the specific needs of each employee and delivered in a format
that is engaging and easy to understand.

Communication is also critical to the success of the new pro-
cess implementation. Employees should be informed about the
changes, including the reasons behind the changes and the ben-
efits they can expect. Communication should be ongoing, with
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regular updates and opportunities for employees to ask questions
and provide feedback.Change management is an important as-
pect of implementing a new process. Change management in-
volves managing the emotional and psychological aspects of
change, including resistance to change, anxiety and uncertain-
ty. It is important to engage employees in the change process
and address their concerns and fears. This may involve involv-
ing employees in the change process, seeking their input and
feedback and providing them with support and resources to help
them adapt to the new process.

During the implementation phase, it is important to monitor
the progress of the new process and make adjustments as neces-
sary. This may involve identifying and addressing bottlenecks
or inefficiencies in the new process and providing additional
training or support to employees who are struggling to adapt.Im-
plementing a new process with appropriate training, communi-
cation and change management is critical for ensuring a smooth
transition and the success of the BPR initiative. By providing
employees with the knowledge, skills and resources necessary
to perform their new roles and responsibilities and managing the
emotional and psychological aspects of change, organisations
can increase the likelihood of success and achieve the desired
outcomes of the BPR initiative.

Step 5: Monitoring and Measuring Performance

After the implementation of a new process, it is important to
monitor and measure its performance to ensure that it is meet-
ing the objectives and goals set by management. This is a crit-
ical step in business process re-engineering (BPR) as it allows
organisations to evaluate the effectiveness of the new process
and identify areas for further improvement.Monitoring and mea-
suring the performance of the new process involves collecting
and analysing data related to key performance indicators (KPIs).
KPIs are metrics that are used to measure the performance of the
process against the goals and objectives set by the management.
KPIs may vary depending on the specific process being re-engi-
neered and the goals of the BPR initiative, but may include met-
rics such as cycle time, quality, cost and customer satisfaction.

To monitor and measure the performance of the new process,
it is important to establish a system for data collection and analy-
sis. This may involve implementing new technology or software
to automate data collection or creating a system for manual data
entry and analysis. The data should be collected and analysed on
aregular basis to ensure that the process meets the objectives and
goals set by the management.Once the data has been collected
and analysed, it is important to use it to make informed decisions
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about the process. This may involve identifying areas where the
process is performing well and where it can be improved and
making changes as necessary to optimize the process.In addition
to monitoring and measuring the performance of the new pro-
cess, it is important to communicate the results to stakeholders.
This may involve creating reports or dashboards that summarise
the data and highlight areas for improvement and sharing the
results with the management, employees and customers.Moni-
toring and measuring the performance of the new process is a
critical step in BPR. It allows organisations to evaluate the ef-
fectiveness of the new process, identify areas for improvement
and make informed decisions about the process. By establishing
a system for data collection and analysis, and communicating
the results to stakeholders, organisations can ensure that the new
process meets the objectives and goals set by the management
and continuously improve the process to achieve better results.

3.3.9 Benefits of Re-engineering

Business process re-engineering (BPR) is a strategic ap-
proach that organisations can use to improve the efficiency and
effectiveness of their business processes. Some of the benefits of
BPR include:

i. Increased efficiency: BPR can help organisations stream-
line their business processes, eliminate unnecessary steps
and activities and reduce the time and resources required
to complete tasks. This can result in significant improve-
ments in efficiency and productivity.

ii. Improved quality: By re-engineering their business pro-
cesses, organisations can identify and eliminate sources
of errors, defects and other quality issues. This can lead
to improvements in product and service quality, customer
satisfaction and overall business performance.

iii. Cost savings: BPR can help organisations reduce their
costs by eliminating waste, reducing duplication and opti-
mizing their use of resources. This can result in significant
cost savings, which can be reinvested in other areas of the
business.

iv. Increased agility: By re-engineering their business pro-
cesses, organisations can become more agile and respon-
sive to changing market conditions and customer needs.
This can enable them to adapt quickly to new challenges
and opportunities and maintain a competitive advantage
in the marketplace.

v. Enhanced customer experience: BPR can help organi-
sations design and deliver products and services that bet-
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Vi.

ter meet the needs and expectations of their customers.
This can result in higher levels of customer satisfaction,
loyalty and retention.

Improved employee engagement: BPR can involve em-
ployees in the process of redesigning their work process-
es, which can improve their engagement, motivation and
job satisfaction. This can result in higher levels of em-
ployee retention, productivity and performance.

3.3.10 Limitations of Re-engineering

While business process reengineering (BPR) can have many
benefits, there are also some limitations to this approach. Some
of the limitations of BPR include:

i

ii.

iii.

iv.

Vi.
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Cost: BPR can be an expensive and time-consuming pro-
cess, particularly for large organisations or complex pro-
cesses. The costs of implementing a new process can be
significant, including the costs of technology, training and
change management.

Resistance to change: BPR can require significant chang-
es to work processes, roles and responsibilities. This can
lead to resistance from employees who may be resistant to
change, particularly if they are not involved in the process
of redesigning their work processes.

Risk: BPR can be risky, particularly if the new process
is not well-designed or if the implementation is not man-
aged effectively. There is a risk that the new process may
not work as intended, which can lead to disruption, delays
and even business failure.

Lack of stakeholder involvement: BPR requires the
involvement of stakeholders, including employees, cus-
tomers and other key stakeholders. If stakeholders are not
adequately involved in the process, there is a risk that the
new process may not meet their needs or expectations.

Overemphasis on technology: BPR can sometimes place
too much emphasis on technology, at the expense of other
factors such as people and process. This can result in a fo-
cus on implementing new systems or software, rather than
on improving the underlying work processes.

Limited scope: BPR can be limited in its scope, particu-
larly if it focuses on individual processes or departments
rather than the organisation as a whole. This can result in
improvements in one area, but not in others, leading to
suboptimal overall performance.
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While BPR can have many benefits, it is important to be
aware of the limitations and risks associated with this approach.
By addressing these limitations and risks, organisations can im-
prove their chances of success and achieve the full benefits of
BPR.

3.3.11 Integration

Integration is a concept that refers to the process of combin-
ing or bringing together different elements, systems or functions
in a coordinated and cohesive manner. Integration can occur at
various levels, including within an organisation, between organ-
isations or between different systems or technologies.Integration
is a concept that refers to the process of combining or bringing
together different elements, systems or functions in a coordinat-
ed and cohesive manner. Integration can occur at various levels,
including within an organisation, between organisations or be-
tween different systems or technologies.

Here are some examples of integration:

Integration within an organisation: A common example
of integration within an organisation is the integration of dif-
ferent departments or functions, such as finance, marketing and
operations. By integrating these departments, organisations
can improve communication, collaboration and efficiency. For
example, a company may integrate its finance and marketing
departments to better align its financial goals with its market-
ing strategy.Integration between organisations: Integration can
also occur between different organisations that work together to
achieve a common goal. For example, a hospital may integrate
with a healthcare network to provide patients with access to a
broader range of services and specialists. By integrating their
systems and processes, the hospital and healthcare network can
improve patient care and outcomes.

Integration between systems: Integration can also occur
between different systems or technologies, such as software ap-
plications or hardware devices. For example, a company may
integrate its customer relationship management (CRM) system
with its accounting software to streamline its sales and billing
processes. By integrating these systems, the company can im-
prove data accuracy and reduce manual data entry.Integration
with third-party services: Integration can also involve third-par-
ty services, such as payment processing or shipping services. For
example, an e-commerce website may integrate with a payment
gateway to process credit card payments, or with a shipping ser-
vice to handle order fulfilment. By integrating with these ser-
vices, the e-commerce website can provide a seamless customer
experience and improve its efficiency.
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In all these examples, integration is about bringing different
elements or systems together in a coordinated and cohesive man-
ner to achieve a common goal. By integrating different process-
es, functions, systems or organisations, businesses can improve
their performance, efficiency, and competitiveness.Integration as
a strategy refers to the use of integration as a means of achieving
business goals and objectives. Integration can take many forms,
including vertical integration, horizontal integration and diago-
nal integration.

3.3.12 Types of Integration

There are several types of integration, including:

1. Vertical integration

Vertical integration occurs when a company integrates with
different stages of the production process, such as raw material
suppliers, manufacturers and distributors. This type of integra-
tion aims to reduce costs, increase efficiency or improve quality
control.

2. Horizontal integration

Horizontal integration occurs when a company integrates
with other companies in the same industry or market. This type
of integration aims to increase market share, gain access to new
technologies or resources or diversify the company’s offer of
products.

3. Diagonal integration

Diagonal integration occurs when a company integrates with
companies in related industries or markets. This type of integra-
tion aims to diversify the company’s products, expand its cus-
tomer base or gain access to new technologies or resources.

4. Backward integration

Backward integration occurs when a company integrates
with a supplier or a manufacturer to gain control over the sup-
ply chain. This type of integration allows the company to reduce
costs, improve quality control or ensure a steady supply of raw
materials or components.

5. Forward integration

Forward integration occurs when a company integrates with
a distributor or a retailer to gain control over the distribution
channels. This type of integration allows the company to increase
its market share, improve customer service or reduce costs.
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6. Conglomerate integration

Conglomerate integration occurs when a company integrates
with companies in unrelated industries or markets. This type of
integration aims to diversify the company’s portfolio and reduce
its exposure to risks in a particular industry or market.

Each type of integration has its own benefits and risks and
companies must carefully consider their goals and objectives be-
fore choosing a particular type of integration.

3.3.13 Benefits of Integration

Increased efficiency: Integration can streamline business pro-
cesses and eliminate duplication of efforts, leading to increased
efficiency and productivity.

i. Cost savings: Integration can help companies reduce
costs by eliminating redundancies and achieving econo-
mies of scale.

ii. Improved quality control: Integration can provide better
control over the production process, ensuring consistent
quality standards.

iii. Increased market share: Integration can help companies
expand their market share by entering new markets or
consolidating their position in existing ones.

iv. Diversification: Integration can help companies diversify
their products / services, reducing their reliance on a sin-
gle product or market.

v. Improved customer service: Integration can help com-
panies improve their customer service by providing better
coordination and communication among different parts of
the business.

3.3.14 Limitations of Integration

i. Increased complexity: Integration can make the business
more complex and difficult to manage, leading to chal-
lenges in coordination and communication.

ii. Reduced flexibility: Integration can limit a company’s
flexibility to respond to changing market conditions or
customer needs.

iii. Increased risk: Integration can increase a company’s ex-
posure to risk, particularly if the integrated companies are
in different industries or markets.

iv. Reduced innovation: Integration can reduce a compa-
ny’s ability to innovate, as it may become more focused
on operational efficiency than on new ideas and products.
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v. Cultural differences: Integration can create cultural
clashes between different parts of the business, particular-
ly if they have different values, norms and management
styles.

vi. Regulatory issues: Integration can create regulatory chal-
lenges, particularly if the integrated companies operate in
different countries or are subject to different legal and reg-
ulatory frameworks.

Summarised Overview

The term “strategic alliance” describes partnerships and cooperation between busi-
nesses aimed at achieving strategic goals and objectives. It might offer the corporations
in the strategic alliances technological, operational and / or financial benefits. They
could collaborate on research and development, product development, knowledge ex-
change, marketing and distribution, as well as quality assurance and research. Depend-
ing on a number of factors like the alliance’s participants, their financial commitment
and the engagement of the government, for example, there are numerous forms of stra-
tegic alliances. In the economic sector, alliances are frequently formed. They are crucial
to creating synergy. As participants in a strategic alliance pool their resources and work
together, there is synergy resulting. But as there are many parties involved, there is a
chance that certain issues will arise, such as disagreements between parties, govern-
ment interference, delays in decision-making, differences in values and cultures, losses,
unjust terms and conditions and so on.

Self-Assessment Question

What are strategic Alliances?

What do you mean by integration?

1

2

3. Briefly explain the meaning of re-engineering?

4. What are the different benefits of re-engineering?
5

What do you mean by defensive strategy?

Assignments

1. What do you mean by Re-engineering? Explain different steps in re-engineering?
2.  What are strategic Alliances? Describe its types steps.

3. Explain the term Corporate Strategies and explain the external Corporate Strategies
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Strategic Implementation

Learning Outcomes

On successful completion of this unit, the learner will be able to:

+ be familiar with the concept of strategic implementation.

+ examine key issues to implementing the strategy.

¢ discuss the process of strategic implementation.

¢ learn the structural, behavioural and functional aspects of implementation.

+ know the uses of the McKinsey 7s strategic model.

Background ‘

The domains of strategic management and strategic implementation are intercon-
nected. The main track for the activities is provided by the strategic implementation.
The creation of a strategy based on the chosen methodologies and the identification
of the tasks to be done are insufficient. Even the best laid plans can go wrong if they
are not properly executed. Plans must be chosen and then effectively implemented for
success. The strategy implementation process is the realisation of the ideas developed
by managing groups, after the identification of multiple strategies leading to the estab-
lishment of strategic initiatives. Implementing a strategy is important since it involves
taking action rather than merely generating ideas. It permits a team to comprehend the
viability of the suggested strategies. Due to the opportunity for team participation, a
strategy implementation is a fantastic tool for team development. It depends on clear
communication and appropriate tools. This unit covers the meaning of Strategic imple-
mentation, Behavioural, functional and structural aspects of implementation and the
McKinsey 7s Model.

Strategic implementation, Behavioural, functional, and structural aspects of implemen-
tation, McKinsey 7s Model.
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+ Strategy to Action

+ Action and Commu-
nication

+ Strategic Action
Plan

4.1.1 Strategic Implementation

The implementation of strategy is the process of putting an
organisation’s strategic plans into action. It involves translating
high-level strategic goals and objectives into specific action steps
that can be taken by the organisation to achieve those goals.

For example, if an organisation’s strategic goal is to increase
revenue by 20% in the next fiscal year, the implementation plan
may involve specific action steps such as launching a new prod-
uct line, expanding into new markets, increasing marketing and
advertising efforts and improving customer service to retain ex-
isting customers.

The implementation of strategy requires a detailed plan that
outlines the specific action steps required to achieve the organi-
sation’s strategic goals. This plan should identify the resources,
timelines and responsibilities for each action step. In addition,
the implementation of strategy requires effective communication
to ensure that all stakeholders, including employees, partners,
customers and investors, understand the organisation’s strategic
goals and objectives and their role in achieving them. Clear and
frequent communication helps to ensure that everyone is work-
ing towards the same goals and understands how their work con-
tributes to the organisation’s overall success.

4.1.2 Process of Implementation of Strategy

The implementation of strategy typically involves the following
steps:

Step 1: Develop an implementation plan

Developing a detailed plan is a crucial step in the implemen-
tation of the strategy. This plan outlines the specific action steps
that are required to achieve the organisation’s strategic goals and
objectives. The plan should be based on a thorough understand-
ing of the organisation’s current situation, including its strengths,
weaknesses, opportunities and threats.The plan should include
specific, measurable and achievable goals and objectives that are
aligned with the organisation’s overall strategic goals. The ac-
tion steps should be broken down into smaller, more manageable
tasks and should be assigned to specific individuals or teams
with clear timelines and responsibilities.In addition, the plan
should identify the resources that will be required to achieve the
strategic goals, including financial resources, personnel, tech-
nology and equipment. The plan should also include a timeline
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+ Strategic Alignment

+ Stakeholder
Engagement

+ Actionable Owner-
ship
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that outlines when each action step will be completed and when
the overall strategic goal will be achieved. It is important to note
that the plan should be flexible and adaptable to changing cir-
cumstances. As the implementation of the strategy progresses,
there may be changes in the organisation’s internal and external
environment that require adjustments to the plan.

Step 2: Communicate the plan

Communication is a crucial element of the implementation
of strategy. Once the implementation plan has been developed,
it is important to communicate it effectively to all stakeholders.
This includes employees, partners, customers and investors.Ef-
fective communication ensures that everyone involved in the
implementation process understands the organisation’s strategic
goals and objectives, as well as the specific action steps that need
to be taken to achieve them. This helps to create a shared under-
standing of the organisation’s priorities and promote alignment
between different teams and departments.

Effective communication also helps to build trust and confi-
dence among stakeholders. When stakeholders are kept informed
about the implementation plan and progress towards achieving
the strategic goals, they are more likely to feel engaged and
invested in the process. This can lead to increased motivation
and commitment among employees, as well as greater support
from partners, customers and investors.There are various ways
to communicate the implementation plan to stakeholders. One
approach is to hold regular meetings in town halls where prog-
ress is shared and questions can be asked. Other methods include
newsletters, emails, social media updates or webinars.

Step 3: Assign responsibilities

Assigning specific individuals or teams to each step of ac-
tion is a critical aspect of the implementation of strategy. This
helps to ensure that there is clear accountability for each action
and that progress is being made towards achieving the organi-
sation’s strategic goals.When action steps are assigned to spe-
cific individuals or teams, it is clear who is responsible for their
implementation. This helps to ensure that there is no confusion
or overlap and that everyone knows what they need to do. By
assigning responsibilities in this way, it is easier to monitor prog-
ress and identify any potential issues or delays.

Assigning specific individuals or teams to each action step
also promotes ownership and accountability. When people are
responsible for specific tasks, they are more likely to take own-
ership of them and work towards achieving them. This helps to
create a sense of ownership and engagement among employees,
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¢ Individual Respon-
sibility

+ KPI Tracking

+ Awarenes of strate-
gic goals

which is essential for the successful implementation of strategy.
In addition, assigning specific individuals or teams to each ac-
tion step can help to promote collaboration and teamwork. When
people work together on specific tasks, they are more likely to
share knowledge, skills and resources, which can help to im-
prove the quality and effectiveness of the implementation pro-
cess.

Step 4: Monitor progress

Monitoring progress towards the achievement of strategic
goals and objectives involves tracking and measuring KPIs and
metrics that are aligned with the organisation’s strategic goals.
KPIs are specific measurements that indicate the organisation’s
performance in key areas, while metrics are more general mea-
surements that track progress towards overall goals.To monitor
progress effectively, organisations need to establish a system for
collecting and analysing data on their KPIs and metrics. This
system should be designed to provide regular updates on perfor-
mance and identify any areas where the organisation is falling
short.

For example, if an organisation’s strategic goal is to increase
customer satisfaction, the KPIs and metrics that could be used
to track progress may include customer satisfaction scores, cus-
tomer retention rates and customer feedback surveys. By regu-
larly collecting and analysing data on these KPIs and metrics,
the organisation can determine whether it is making progress to-
wards its strategic goal and identify areas where improvements
are needed.

The results of monitoring progress should be communicated
to all stakeholders to ensure that everyone is aware of the or-
ganisation’s performance and the progress being made towards
its strategic goals. If the results indicate that the organisation is
not making sufficient progress towards its strategic goals, adjust-
ments to the implementation plan may be necessary.

Step 5: Make adjustments

The implementation of strategy is an ongoing process that
may encounter obstacles and challenges along the way. To en-
sure the success of the implementation, it is important to be flex-
ible and make adjustments to the implementation plan as needed.
This requires a willingness to adapt to changing circumstances
and to revise the plan based on new information or feedback.
One of the main reasons for making adjustments to the imple-
mentation plan is to address unforeseen obstacles or challenges
that arise during the implementation process. These obstacles
may be related to internal factors, such as a lack of resources or
expertise or external factors, such as changes in the market or

2
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regulatory environment. By being flexible and making adjust-
ments to the plan, organisations can overcome these obstacles
and continue to make progress towards their strategic goals.

Another reason for making adjustments to the implemen-
tation plan is to improve the effectiveness of the plan. As the
implementation progresses, it may become clear that certain
tactics or strategies are not as effective as originally thought. By
making adjustments to the plan, organisations can improve its
effectiveness and increase the likelihood of achieving their stra-
tegic goals.In some cases, adjustments to the implementation
plan may involve revising timelines, reallocating resources or
changing tactics to better align with the organisation’s strategic
goals. For example, if a specific action step is not progressing
as planned, it may be necessary to revise the timeline or allocate
additional resources to ensure that it is completed on schedule.
Similarly, if a particular strategy is not producing the desired
results, it may be necessary to change tactics or adopt a different
approach to achieve the organisation’s strategic goals.

Step 6: Evaluate results

Once the implementation plan has been completed, the or-
ganisation should conduct an evaluation to determine if the plan
was successful in achieving the strategic goals and objectives.
The evaluation process involves comparing the actual outcomes
achieved against the desired outcomes specified in the strategic
plan.To conduct a thorough evaluation, the organisation should
gather and analyse data on key performance indicators (KPIs)
and other relevant metrics. This data can be compared to the
targets established in the strategic plan to determine if the or-
ganisation has achieved its goals. For example, if the organisa-
tion’s strategic goal was to increase market share by 10%, the
evaluation process would involve analysing market share data
to determine if the organisation achieved the target of a 10%
increase.

If the organisation did not achieve its strategic goals, it is
important to identify the reasons for the shortfall. This may
involve conducting a root cause analysis to determine if there
were issues with the implementation plan, if external factors im-
pacted performance or if there were other factors that contrib-
uted to the shortfall.Based on the results of the evaluation, the
organisation can make adjustments to the implementation plan
and revise its strategies and tactics as necessary. This helps to
ensure that the organisation remains aligned with its strategic
goals and objectives and can continue to make progress toward
achieving them.
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4.1.3 Problems / Issues of Implementation

The implementation of strategy can be a complex and chal-
lenging process, and organisations may encounter several issues
that can hinder their ability to successfully implement their stra-
tegic plans. Some common issues of implementation of strategy
include:

i. Lack of clear communication: Failure to effectively
communicate the organisation’s strategic goals and objec-
tives can lead to confusion and misunderstandings among
employees and stakeholders. This can result in a lack of
alignment and a failure to achieve the intended outcomes.

ii. Resistance to change: Implementing a new strategy of-
ten requires significant changes to the organisation’s pro-
cesses, systems and culture. Employees and stakeholders
may be resistant to these changes, leading to delays or
resistance to the implementation of the strategy.

iii. Insufficient resources: Implementing a new strategy
may require additional resources, including financial, hu-
man and technological resources. If these resources are
not available or are not allocated appropriately, the imple-
mentation of the strategy may be compromised.

iv. Lack of alignment: The implementation of strategy re-
quires alignment across different levels and functions of
the organisation. If there is a lack of alignment, different
departments may work towards different goals, leading to
a lack of coordination and a failure to achieve the desired
outcomes.

v. Inadequate monitoring and evaluation: Without ade-
quate monitoring and evaluation of the implementation
process, it may be difficult to identify issues and make
necessary adjustments. This can lead to a failure to achieve
the desired outcomes and a waste of resources.

vi. Failure to adapt to changing circumstances: The busi-
ness environment is constantly changing, and organisa-
tions may encounter unexpected challenges or opportu-
nities during the implementation of their strategic plans.
Failure to adapt to these changes can lead to a failure to
achieve the desired outcomes.

Addressing these issues requires careful planning, effective
communication and a willingness to adapt to changing circum-
stances. Organisations must also be prepared to invest the nec-
essary resources to support the implementation of their strategic
plans.
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4.1.4 Structural, Functional and Behavioural As-
pects of Implementation

a. Structural Aspects of Implementation

The structural perspective of implementation of strate-
gy emphasises the importance of designing the organisation’s
structure to support the implementation of its strategic goals and
objectives. This perspective focuses on the formal roles, respon-
sibilities and reporting relationships within the organisation.To
effectively implement its strategy, an organisation must ensure
that its structure is aligned with its goals and objectives. This
may involve restructuring the organisation to create new depart-
ments, teams reporting relationships or it may involve redefin-
ing the roles and responsibilities of existing employees.

A key aspect of the structural perspective is ensuring that
the organisation has the necessary resources to implement its
strategy. This includes ensuring that the organisation has the
right people, processes and technology in place to support the
implementation of its strategic goals.Another important aspect
of the structural perspective is creating a culture of account-
ability within the organisation. This involves establishing clear
expectations for performance, providing regular feedback and
coaching to employees and creating systems for measuring and
tracking progress towards strategic goals.

b. Functional Aspects of Implementation

The functional perspective of strategy implementation fo-
cuses on the processes and activities required to implement the
chosen strategy successfully. This perspective emphasizes the
importance of aligning various functional areas within the or-
ganisation to ensure that they work together towards achieving
the organisation’s strategic goals and objectives.

The functional aspect involves several key steps, including:

i. Resource allocation: Allocating the necessary resourc-
es, including people, finance and technology, to the func-
tional areas that are responsible for implementing the
strategy.

ii. Establishing processes and systems: Establishing pro-
cesses and systems that support the implementation of
the strategy, such as performance management systems,
communication channels and project management pro-
cesses.

iii. Developing job descriptions and performance met-
rics: Developing job descriptions and performance met-
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rics for individuals and teams involved in the implemen-
tation of the strategy to ensure that everyone is clear on
their roles and responsibilities.

iv. Training and development: Providing training and de-
velopment opportunities to employees to ensure that they
have the necessary skills and knowledge to implement the
strategy effectively.

v. Establishing communication channels: Establishing
communication channels to ensure that information about
the strategy and its implementation is shared effectively
within the organisation.

The functional aspect of strategy implementation is critical
for ensuring that the organisation’s resources and capabilities are
aligned with the chosen strategy. By focusing on the function-
al aspect of strategy implementation, organisations can create a
strong foundation for achieving their strategic goals and objec-
tives.

c. Behavioural Aspects of Implementation

The behavioural aspect of strategy implementation focuses
on the human element of the organisation and how it impacts
the successful implementation of a strategic plan. This aspect
recognizes that the people within an organisation are the key
to successfully implementing a strategy and their behaviour can
either facilitate or hinder the process.

Behavioural aspects of strategy implementation can include
the following:

i. Culture: The organisational culture can play a significant
role in how a strategy is implemented. A culture that val-
ues innovation and risk taking may be more likely to sup-
port the implementation of a new strategy, while a culture
that is resistant to change may hinder the process.

ii. Leadership: The behaviour of leaders within the organ-
isation can significantly impact the success of strategy
implementation. Leaders who are committed to the strat-
egy communicate effectively with employees and provide
support and resources to create a positive environment for
implementation.

iii. Employee involvement and buy in: Employees who
are involved in the development of the strategy and feel
a sense of ownership are more likely to be invested in its
successful implementation. Buy in from employees at all
levels of the organisation is crucial to the success of strat-
egy implementation.
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iv. Communication: Effective communication is essential
for successful strategy implementation. Clear and con-
sistent communication helps ensure that everyone in the
organisation understands the strategy and their role in im-
plementing it.

v. Motivation and incentives: Motivating employees to
support the strategy and providing incentives for success-
ful implementation can help create a positive and produc-
tive environment for strategy implementation.

Overall, the behavioural aspect of strategy implementation
recognizes that people are at the centre of the process and their
behaviour, attitudes and actions play a critical role in the success
or failure of the strategy.

4.1.5 Mc Kinsey Seven S Model

The McKinsey 7 S model is a management tool developed
by the consulting firm McKinsey & Company in the 1980s. It
consists of seven interconnected elements that are crucial for
organisational effectiveness. These seven elements are again di-
vided into two such as ‘Hard S’ and ‘Soft S.’In the McKinsey 7S
model, the “hard S” elements refer to the tangible and measur-
able aspects of an organisation’s strategy, structure and systems,
while the “soft S” elements refer to the intangible and less mea-
surable aspects of an organisation’s shared values, skills, style
and staff. The hard S elements include:

i. Strategy: The organisation’s plan for achieving its goals
and objectives.

ii. Structure: The formal organisational hierarchy and re-
porting lines.

iii. Systems: The processes and procedures used to manage
and operate the organisation.

The soft S elements include:

i. Shared values: The core beliefs and values that guide the
behaviour and decision making of individuals in the or-
ganisation.

ii. Skills: The collective knowledge and capabilities of the
organisation’s workforce.

iii. Style: The leadership style and culture of the organisa-
tion.

iv. Staff: The people who make up the organisation, includ-
ing their roles, responsibilities and capabilities.
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Both hard and soft S elements are critical to the success of an
organisation, and they must be aligned and integrated to achieve
effective organisational performance.

McKinsey 7S Framework

B

Shared

Values

Hard S

Soft S

Figure: Mc Kinsey 7S Model

These elements are elaborately discussed below:

1. Strategy
This refers to the organisation’s plan for achieving its ob-
jectives and goals. It involves making choices about where
the organisation will compete and how it will win in the
marketplace.

2. Structure
This refers to the organisation’s formal hierarchy, reporting
relationships and the way work is divided and coordinated.
It also includes the decision making process and the distri-
bution of power and authority.

3. Systems
This refers to the organisation’s procedures, processes and
routines that guide the behaviour of employees. It includes
performance management, information systems and other
systems that support the organisation’s operations.

4. Shared Values
This refers to the organisation’s core values, beliefs and
culture. It includes the organisation’s mission, vision and
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purpose and the beliefs and values that guide employee be-
haviour.

5. Skills
This refers to the organisation’s capabilities and competen-
cies. It includes the technical, managerial and interpersonal
skills of employees, as well as the organisation’s ability to
innovate and adapt to change.

6. Staff
This refers to the organisation’s human resources. It in-
cludes the recruitment, selection, training and development
of employees as well as the organisation’s approach to tal-
ent management.

7. Style
This refers to the leadership style and management practices
within the organisation. It includes the way leaders behave,
communicate and make decisions as well as the overall cul-
ture of the organisation.

Summarised Overview

Strategic implementation involves translating a chosen strategy into organizational action
to achieve strategic goals, addressing structural, functional, and behavioural aspects.
Structurally, aligning the organization’s hierarchy, processes, and resources to support
the strategy ensures efficient workflow and clear responsibilities. Functionally, it involves
the integration of various departments and functions, such as marketing, finance, and
operations, to work cohesively towards common objectives. Behaviourally, it focuses
on managing change, motivating employees, and fostering a culture that supports the
strategic vision, addressing potential resistance and ensuring commitment at all levels.
The McKinsey Seven S Model provides a comprehensive framework for effective
implementation, emphasizing the alignment of seven key elements: Strategy, Structure,
Systems, Shared Values, Skills, Style, and Staff. Strategy pertains to the plan of action to
achieve competitive advantage; Structure refers to the organizational hierarchy; Systems
are the procedures and processes; Shared Values are the core beliefs; Skills are the
capabilities and competencies; Style is the leadership approach; and Staff encompasses
the workforce. This holistic model ensures that all critical aspects of the organization are
aligned and mutually reinforcing, facilitating smooth and effective implementation of
strategies. By addressing these elements, organizations can ensure their strategic plans
are successfully executed, leading to sustainable growth and competitive advantage.
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Self-Assessment Question

Efficiency Vs Effectiveness

What is the meaning of strategic implementation?

What are the different stages of implementation of the strategy?
What are the key issues of strategic implementation?

What are the elements of Mc Kinsey Seven’s Model?

O U

State the characteristics of functional structure.

Assignments

1.  What do you mean by strategic implementation? Explain the process of strategic
implementation.

2. Explain the structural, functional and behavioural aspects of strategic implementa-
tion.

3. Develop a strategic implementation plan for a hypothetical company or business
unit.

4. Define strategic objectives, identify key initiatives, and allocate resources and re-
sponsibilities.

5. Outline a timeline, performance metrics, and monitoring mechanisms to track prog-
ress and ensure successful execution.

Suggested Reading

1. Arthur A. Thompson Jr, Strickland. (2010). “Strategic Management- Concepts and
Cases” TATA McGraw Hill Company Ltd, Second Reprint, New Delhi.

2. Budhiraja, S. B. and M. B. Athreya: Cases in Strategic Management, Tata McGraw
Hill, New Delhi.

3. Business Policy and Strategic Management, Subha Rao Himalaya Publishing
House, Mumbai.

4. John Child and David Faulkner. (1998). Strategies of Co-operation: Managing Alli-
ances — Networks and Joint Ventures. New Delhi: Oxford University Press.
5. Patrick A. Gaughan Mergers, Acquisitions and Corporate Restructuring. New York:
John Wily & Sons Inc.
6. Sharma R. A., Strategic Management in Indian Companies, Deep and Deep Publi-
cations, New Delhi.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Approaches to Business

Learning Outcomes

On successful completion of this unit, the learner will be able to:

+ explain the concept of Blue Ocean Strategy, Red Ocean strategy and Purple Ocean
Strategy

¢ discuss the key elements of implementing the Blue Ocean Strategy

+ get an awareness on the features of Red Ocean Strategy

Background .

The success of any organisation, to a large extent, depends on the strategy it has ad-
opted. Therefore, organisations, consultants, researchers and planners constantly are on
the look out for an appropriate strategy, which will drive the success of an organisation.
The increase in the complexity of the strategy concept can also be ascribed to its base
discipline which is strategic management. This is because, on the one hand, the roots
of the strategic management field are diverse and can be traced to several disciplines. It
is clear that to win in the future, companies must stop competing with each other. The
only way to beat the competition is to stop trying to beat the competition and meet the
competition in the market universe composed of different sorts of oceans: red oceans,
blue oceans, and purple oceans. This unit discusses this in detail.

Blue Ocean Strategy, Red Ocean strategy, Purple Ocean Strategy
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+ Uncontested Market
Creation

+ Unique Products

4.2.1 Concept of Blue Ocean Strategy

The concept of Blue Ocean Strategy is a strategic approach
that aims to create an uncontested market space, which makes
competition irrelevant. It was introduced in a book of the same
name by W. Chan Kim and Renée Mauborgne in 2005. The
central idea of Blue Ocean Strategy is to focus on creating new
market space by developing and offering innovative products or
services that cater to unexplored or underserved customer needs.
The goal is to create a blue ocean, which represents an uncon-
tested market space where demand is created, rather than fight-
ing for market share in the existing red ocean, where competition
is intense.

4.2.2 Key Elements of Implementing Blue Ocean
Strategy

Blue Ocean Strategy is a business strategy framework that
emphasizes creating uncontested market space by making the
competition irrelevant. The process of implementing a Blue
Ocean Strategy involves two key elements:

a. Value Innovation

b. Actions Framework.

Value Innovation involves creating a unique value proposi-
tion that differentiates the organisation from its competitors. Ac-
cording to the framework, companies can create a Blue Ocean
by pursuing both differentiation and low cost simultaneously.
This is achieved by offering customers a unique and innovative
product or service that is not currently offered in the market and
doing so at a lower cost than what competitors are currently of-
fering.

The Actions Framework involves identifying and eliminat-
ing the factors that are taken for granted in the industry and fo-

cusing on the factors that can create new value for customers.
The framework requires companies to ask four key questions:

1. Which factors should be eliminated that the industry has
long competed on?

1. Which factors should be reduced well below the indus-
try’s standard?

iii. Which factors should be raised well above the industry’s
standard?
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iv. Which factors should be created that the industry has nev-
er offered?

Four Actions to create a Blue Ocean

Raise

What factors
should be raised
well beyond the
industry standard?

Eliminate Create
:\ What factors What factors should
4 should be be created that the
2 eliminated that the industry has never
\ industry has taken offered?
b for granted?

Reduce

\‘\\ What factors ':

53 should be reduced ;

i well below the !
sl industry standard?

By answering these questions, companies can identify areas
where they can create new value for customers while reducing
or eliminating features that are not valued or necessary. This cre-
ates a unique value proposition that differentiates the organisa-
tion from its competitors and helps to create a Blue Ocean in the
market.

4.2.3 Concept of Red Ocean Strategy
The concept of the Red Ocean Strategy refers to the tradi-
| tional approach of competing in an existing market where the
+ Competitive Market competition is fierce and the market space is already crowded.
. In a Red Ocean, companies compete with each other in the same

market space by trying to outperform one another in areas such
as price, quality, features and service. As a result, the market
becomes saturated and profits become limited as companies
try to gain an advantage over their competitors.The term “Red
Ocean” is used to describe this intense competition, as the met-
aphor implies that the ocean is filled with blood from the many
companies trying to win the same customers. This approach to

164 SGOU - SLM - MCom -Business Policy and Strategic Management ,ij}l,...

uuuuuuuuuuuuuuuu



+ Competition vs.
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competition is often seen in mature industries, where the market
is already well established and there is little room for growth or
differentiation.

To succeed in the Red Ocean, companies need to be high-
ly efficient and focused on cost control, as they are operating
in a zero sum game where every dollar spent by one company
is a dollar taken away from another. Innovation in products or
service is limited and hence, companies focus on incremental
improvements in existing products or services.The Red Ocean
Strategy is focused on competing in existing market spaces by
trying to outperform the competition, while Blue Ocean Strate-
gy is focused on creating new market spaces by offering unique
value propositions that differentiate the organisation from its
competitors.

4.2.3.1 Features of Red Ocean Strategy

The key features of the Red Ocean Strategy are:

i. Competition: Red Ocean Strategy is focused on com-
peting in an existing market space where competition is
intense.

ii. Exploitation: This strategy is based on exploiting exist-
ing demand for a product or service through incremental
improvements, cost-cutting measures and aggressive mar-
keting tactics.

iii. Emphasis on efficiency: Red Ocean Strategy emphasizes
improving efficiency in production, operations and supply
chain management to gain a competitive advantage.

iv. Limited innovation: Innovation in a Red Ocean Strategy
is limited to incremental improvements, with a focus on
improving existing products or services.

v. Short-term focus: Red Ocean Strategy is focused on
short term gains and maximizing profits in the current
market space.

vi. Companies are competing to attract new customers.

The Red Ocean Strategy is about competing in existing mar-
ket spaces and trying to outperform rivals through incremental
improvements and cost cutting measures.
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4.2.4 Difference between Blue and Read Ocean Strategy

RED OCEAN STRATEGY BLUE OCEAN STRATEGY

Compete in existing market space Create uncontested market space

Beat the competition

Make the competiti@n irrelevant

Exploit existing demand Create and,capture new demand

Make the value-cost trade-off Bréak the value-cost trade-off

Align the whole system of a firm's Align the whole system of a firm's

activities with its strategic choice activities in pursuit of

of differentiation or low cost differentiation and low cost

¢ Competitive Inno-
vation

4.2.5 Concept of purple Ocean Strategy

Blending Red Ocean and Blue Ocean Strategies can be a
powerful approach to finding success in business. Red Ocean
Strategies focus on competing in existing markets with estab-
lished players, while Blue Ocean Strategies involve creating
new markets or industries where there is little to no competition.
By combining these two strategies, businesses can leverage the
strengths of both approaches. This is what we call Purple Ocean
Strategy. They can use Red Ocean Strategies to identify proven
business models and best practices, while also tapping into Blue
Ocean Strategies to find new and untapped markets.Businesses
should also focus on continuously improving their product or
service to maintain their market share and stay ahead of the com-
petition. This can involve incorporating customer feedback, in-
vesting in research and development and staying up-to-date with
industry trends and emerging technologies.Ultimately, blending
Red Ocean and Blue Ocean Strategies requires a careful balance
of creativity and practicality. Businesses must be willing to take
risks and explore new opportunities, while also being mindful of
the realities of the market and the competitive landscape.
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Difference between Read, Purple, and Blue Ocean Strategy

Beat the competition Differentiate yourself fro e competitio ake the competitio
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Summarised Overview

Approaches to business encompass various strategies that organizations use to com-
pete, differentiate, and achieve their goals in the marketplace. The concept of Blue
Ocean Strategy involves creating new, uncontested market spaces where competition
is irrelevant, focusing on innovation and value creation to unlock new demand. In con-
trast, the Red Ocean Strategy involves competing in existing market spaces, where
companies strive to outperform rivals and capture a greater share of existing demand,
often leading to intense competition and margin pressures. The Purple Ocean Strategy
blends elements of both Blue and Red Ocean strategies, aiming to innovate within an
existing market to create differentiation while maintaining some competitive aspects.
Evaluation and control of strategies involve systematically assessing the effectiveness
of strategic plans through performance metrics, ensuring that organizational activities
align with strategic objectives, and making necessary adjustments based on feedback
and changing conditions. This includes regular monitoring, performance reviews, and
corrective actions to address any deviations from the planned course. Effective evalua-
tion and control mechanisms are crucial for maintaining strategic agility and ensuring
long-term success in dynamic business environments. Together, these approaches en-
able businesses to navigate complex markets, innovate, compete effectively, and adapt
to evolving challenges and opportunities.
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Self-Assessment Question

What do you mean by blue ocean?
What do you mean by red ocean?

What do you mean by the purple ocean?
Write examples of the blue ocean?

5. Write a few examples of the red and purple ocean?

Assignments

Draft a short note on Blue Ocean’s strategy.
Discuss the main difference between red ocean and purple ocean.

Select a company and analyze its adoption of Blue Ocean Strategy to create new
market space or disrupt existing industries.

Evaluate how the company identified and exploited blue ocean opportunities and
differentiated itself from competitors.

Assess the impact of the Blue Ocean Strategy on the company’s market share, prof-
itability, and long-term sustainability.

Suggested Reading

Arthur A. Thompson Jr, Strickland. (2010). “Strategic Management- Concepts and
Cases” TATA McGraw Hill Company Ltd, Second Reprint, New Delhi.

Budhiraja, S. B. and M. B. Athreya: Cases in Strategic Management, Tata McGraw
Hill, New Delhi.

Business Policy and Strategic Management, Subha Rao Himalaya Publishing
House, Mumbai.

John Child and David Faulkner. (1998). Strategies of Co-operation: Managing Alli-
ances — Networks and Joint Ventures. New Delhi: Oxford University Press.

Patrick A. Gaughan Mergers, Acquisitions and Corporate Restructuring. New York:
John Wily & Sons Inc.

Sharma R. A., Strategic Management in Indian Companies, Deep and Deep Publi-
cations, New Delhi.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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Evaluation and Control
of Strategies

Learning Outcomes

On successful completion of this unit, the learner will be able to:

¢ discuss the evaluation and controlling of strategies.
+ examine the types of control.

¢ discuss the pre-and post-implementation process and issues.

Background ‘

The final stage of the strategic management process is evaluating the company’s
progress. Assessing the impact of new external developments and making corrective
adjustments are the trigger point for deciding whether to continue or change the com-
pany’s vision, objectives, strategy and / or strategic execution methods. Every organisa-
tional strategy is regularly examined and updated. To support an organisation’s survival
and expansion, a company’s corporate strategy must adapt as its internal and external
circumstances do. Therefore, it is crucial to have a standardised procedure for assessing
an organisational strategy’s efficacy. It makes sure that the business is headed in the
proper direction and is continuously adjusting to a changing marketplace. Controlling
is one of the important functions of management and is often regarded as the core of the
management process. It is a function intended to ensure and make possible the perfor-
mance of planned activities and to achieve pre-determined goals and results.

In this unit, we are going to discuss the concept of strategic evaluation, its nature,
and the requirements for effective strategic evaluation. We will get a fair idea about
strategic control, its implementation control and the importance of strategic control. At
the end of the unit, we will also discuss the pre-and post-implementation, process and
its issues.

Evaluation, Controlling of strategies, Types of Control- Pre- and Post-Implementation -

Imple-mentation process and issues.
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+ Monitor & Adapt
Strategy

+ Strategic Uncertain-
ty Management

+ Validating Strategic

4.3.1 Introduction

Strategic control is a critical component of effective strategic
management, as it enables companies to stay agile and responsive
to changes in their internal and external environments. By regu-
larly assessing their performance against their goals and making
adjustments as necessary, companies can maximize their chanc-
es of achieving long term success and remaining competitive in
their respective markets.Strategic control refers to the process
of monitoring and evaluating the effectiveness of a company’s
overall strategic plan and making adjustments as necessary to
ensure that the organisation is achieving its goals and objectives.
It involves tracking key performance indicators (KPIs) and other
metrics to identify trends and deviations from the plan and then
taking action to address any issues or opportunities that arise.

4.3.2 Types of Strategic Control

Strategic control is a distinctive approach to managing and
executing a strategic plan. This process can handle uncertain and
ambiguous factors related to a strategy’s implementation, prem-
ise, outcome or surveillance. By using various types of strategic
control, a company can effectively manage and monitor its strat-
egy’s implementation and outcomes, adapting to both internal
and external changes.Familiarity with the different types of stra-
tegic control can help businesses assess their ability to leverage
their strengths and capitalize on opportunities within their indus-
try. Each type of strategic control provides a unique perspective
and analytical approach to enhance the effectiveness of a com-
pany’s strategy. Let us explore the four types of strategic control
in management:

There are several types of strategic control, including prem-
ise control, implementation control and strategic surveillance.

1. Premise control

Premise control is a type of strategic control that focuses on
ensuring that the assumptions and premises on which a strate-
gic plan is based remain valid and relevant. This type of con-
trol is necessary because the business environment is constantly
changing and assumptions made during the strategic planning

Assumptions phase may become outdated or inaccurate over time. Premise

I control involves monitoring and reassessing the fundamental as-
sumptions underlying a strategic plan and making adjustments
as necessary to ensure that the plan remains aligned with the
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Execution

e Environmental
Scanning

organisation’s objectives and the external environment. By im-
plementing premise control, companies can proactively address
changes in their business environment and ensure that their stra-
tegic plans remain effective and relevant.

For example, a company that operates in the renewable en-
ergy sector might regularly review its assumptions about gov-
ernment policies and regulations related to energy production to
ensure that its strategic plan remains aligned with the prevailing
political and economic climate.

2. Implementation control

Implementation control is a type of strategic control that fo-
cuses on monitoring and evaluating the execution of a strategic
plan. This type of control helps ensure that the actions taken to
implement the strategy are consistent with the goals and objec-
tives established in the plan. Implementation control involves
tracking progress against key performance indicators (KPIs) and
milestones, identifying potential roadblocks and making neces-
sary adjustments to ensure that the strategy stays on track. This
type of control also helps ensure that the resources allocated
to the implementation of the strategy are being used efficiently
and effectively. By implementing implementation control, com-
panies can ensure that their strategic plans are being executed
successfully and that they are making progress towards their
desired outcomes.

For Example, a retailer that is expanding its e-commerce
operations might use KPIs such as website traffic, conversion
rates and average order value to track the success of its online
sales efforts and make adjustments to its marketing and mer-
chandising strategies as needed.

3. Strategic surveillance

Strategic surveillance is a type of strategic control that in-
volves monitoring the internal and external environment of an
organisation for potential changes that could impact the organ-
isation’s strategic direction. This type of control helps ensure
that a company remains aware of any emerging threats or op-
portunities that may require a change in the strategic plan. Stra-
tegic surveillance involves collecting and analysing information
on a regular basis, both from within the organisation and from
external sources such as industry reports and market trends. By
implementing strategic surveillance, companies can stay ahead
of potential threats and capitalise on emerging opportunities. It
allows organisations to be proactive in their strategic planning
rather than reactive, ensuring that they can adapt to changes in
their environment and maintain their competitive advantage.
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For Example, an airline might closely monitor the price and
availability of jet fuel and other key inputs to its business to an-
ticipate and respond to fluctuations in operating costs that could
impact its profitability and strategic positioning.

4. Special Alert Control

The special alert control enables businesses to evaluate their
performance under specific circumstances, such as natural disas-
ters or market crashes. This type of strategic control allows for
the analysis of a strategy in unfamiliar conditions and provides
the necessary tools, procedures and priorities to manage them
effectively.

Special Alert Control is a type of strategic control that fo-
cuses on addressing unexpected or unique events that may re-
quire immediate attention and action. This type of control helps
organisations to quickly respond to unexpected circumstances
such as natural disasters, sudden changes in market conditions
or unexpected competitors. For example, a company may have a
Special Alert Control process in place to address a sudden short-
age of raw materials due to a natural disaster. The process would
involve assessing the impact of the shortage on the company’s
production capabilities, identifying alternative sources of raw
materials and re-prioritizing production schedules to minimize
the impact of the shortage on the company’s operations. Another
example could be a sudden change in regulations that affect the
company’s ability to operate in a certain market, where the Spe-
cial Alert Control process would involve assessing the impact of
the change, identifying potential risks and opportunities and tak-
ing necessary actions to comply with the new regulations or to
explore new markets. Overall, the Special Alert Control process
helps organisations to quickly respond to unexpected events and
adapt their strategies accordingly.

4.3.3 Criteria for Strategic Control

The criteria for strategic control typically involve three key
elements: relevance, validity and reliability.

1. Relevance

Strategic control must be relevant to the objectives of the
organisation and the specific goals of the strategic plan. This
means that the control processes should be designed to monitor
the most critical aspects of the organisation’s performance and
ensure that they are aligned with the strategic plan.

For Example, suppose that a company’s strategic plan in-
cludes the objective of expanding its market share in a partic-
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+ Strategic Resource
Alignment

+ Data-Driven Moni-
toring

+ Focused Monitoring

ular geographic region. To ensure that the company is on track
to achieve this objective, strategic control processes should be
designed to monitor the company’s performance in that region,
as well as key performance indicators (KPIs) that are directly
related to the objective of expanding market share. For example,
relevant KPIs could include customer acquisition rates, custom-
er retention rates and sales revenue growth in the region.

The strategic control processes should also be designed to
ensure that the company’s resources and activities are aligned
with the objective of expanding market share in that region. For
instance, the company may need to allocate additional marketing
and sales resources to the region, or adjust its products to better
meet the needs of customers in that market.By monitoring these
critical aspects of the company’s performance and ensuring that
they are aligned with the strategic plan, the strategic control pro-
cesses can help the company to stay on track towards achieving
its objectives. This can help the company to identify potential
roadblocks and make necessary adjustments to ensure that its
actions are aligned with its strategic goals. In this way, the com-
pany can ensure that its resources are being used effectively and
that it is making progress towards achieving its objectives.

2. Validity

To effectively implement strategic control, an organisation
must have access to accurate and up-to-date information that is
relevant to its goals and objectives. This means that the control
processes should be designed to collect and analyse data from
reliable sources, including both internal and external data sourc-
es.For instance, an organisation might use financial reports, cus-
tomer surveys, employee feedback, market research and other
data sources to monitor its progress toward achieving its strate-
gic objectives. By analysing this information, the organisation
can identify potential problems, opportunities and areas where it
needs to make changes to improve its performance.

Moreover, the information collected through strategic con-
trol processes must be consistent with the organisation’s strate-
gic goals and objectives. This means that the organisation must
have a clear understanding of its goals and objectives and com-
municate them effectively to all stakeholders. This ensures that
everyone in the organisation is working towards the same goals

and the information collected is relevant to the organisation’s
needs.

3. Reliability

Strategic control must be reliable and consistent over time.
This means that the control processes should be designed to pro-
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duce consistent results over time and minimise errors or incon-
sistencies in the data. The control processes should also be de-
signed to detect and correct any errors or inconsistencies in the
data to ensure that the information is reliable and accurate.

4.3.4 Strategic Evaluation

Strategic evaluation is a crucial process that helps organisa-
tions assess their performance in relation to their long-term goals
and objectives. This process involves systematically reviewing
and analysing the organisation’s strategic plans, strategies and
tactics to determine their effectiveness in achieving desired out-
comes. Here are some examples of strategic evaluation in action:

Example 1: A software company wants to evaluate its stra-
tegic approach to expanding its customer base. The company’s
strategic plan includes a strategy to partner with other companies
in complementary industries to cross-sell each other’s products.
The company conducts a strategic evaluation to assess the ef-
fectiveness of this strategy in achieving its goal of expanding
its customer base. The evaluation involves collecting data on
the success of the company’s partnerships, analysing the data to
identify areas of success and weakness and developing recom-
mendations for improving the effectiveness of the partnerships.
Based on the findings of the evaluation, the company may adjust
its partnership strategy, invest in new capabilities or make chang-
es to its organisational structure to improve future performance.

Example 2: A retail chain wants to evaluate its strategic ap-
proach to improving customer satisfaction. The company’s stra-
tegic plan includes a strategy to invest in employee training pro-
grams to improve customer service. The company conducts a
strategic evaluation to assess the effectiveness of this strategy in
achieving its goal of improving customer satisfaction. The eval-
uation involves collecting data on customer satisfaction levels,
employee training program participation rates and other relevant
information. The data is analysed to identify areas of success and
weakness and recommendations are developed for improving
the effectiveness of the employee training program. Based on the
findings of the evaluation, the company may adjust its employee
training programs, invest in new technologies or make changes
to its customer service policies to improve future performance.

Example 3: A healthcare organisation wants to evaluate its
strategic approach to reducing hospital re admissions. The or-
ganisation’s strategic plan includes a strategy to implement a
patient education program to help patients better manage their
health after discharge. The organisation conducts a strategic
evaluation to assess the effectiveness of this strategy in achiev-
ing its goal of reducing hospital re admissions. The evaluation
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involves collecting data on re admission rates, patient satisfac-
tion levels and other relevant information. The data is analysed
to identify areas of success and weakness and recommendations
are developed for improving the effectiveness of the patient ed-
ucation program. Based on the findings of the evaluation, the
organisation may adjust its patient education program, invest in
new technologies or make changes to its discharge policies to
improve future performance.

4.3.4 Process of Strategic Evaluation

The strategic evaluation process typically involves the fol-
lowing steps:

Step1: Reviewing the organisation’s strategic plans

Reviewing an organisation’s strategic plans is a critical as-
pect of strategic evaluation, which is the process of assessing an
organisation’s performance in relation to its long term goals and
objectives. Strategic plans are high level documents that outline
an organisation’s goals, objectives and strategies for achieving
them over a set period of time, usually three to five years. A
strategic plan typically includes an analysis of the organisation’s
current strengths, weaknesses, opportunities and threats as well
as a roadmap for how the organisation will achieve its objec-
tives.

When reviewing an organisation’s strategic plans, there are
several key factors to consider:

i. Goals and objectives: The first step in reviewing an or-
ganisation’s strategic plans is to assess whether the goals
and objectives set out in the plan are still relevant and
aligned with the organisation’s overall mission and vision.
It is important to ensure that the goals and objectives are
specific, measurable, achievable, realistic and time-bound
(SMART) and that they reflect the changing needs of the
organisation and its stakeholders.

ii. Implementation: Another key factor to consider when
reviewing an organisation’s strategic plans is how well
the plan has been implemented since it was developed.
This includes assessing whether the organisation has the
resources, capabilities and processes in place to execute
the plan effectively as well as whether the plan has been
communicated clearly to all stakeholders and is being
monitored and evaluated regularly.

iii. Results: Ultimately, the success of an organisation’s stra-
tegic plan depends on whether it has achieved its desired
outcomes. When reviewing an organisation’s strategic

J\Sa'__ SGOU - SLM - MCom -Business Policy and Strategic Management 177

o
e s
SRETHARAYANAGURY
T TRy



+ Performance Data
Collection

178 SGOU - SLM - MCom -Business Policy and Strategic Management

plans, it is important to assess whether the plan has de-
livered the expected results in terms of revenue growth,
profitability, customer satisfaction, employee engagement
and other key performance indicators.

Here are some examples of how reviewing an organisation’s
strategic plans can inform strategic evaluation:

Example 1: An e-commerce company wants to evaluate its
performance in relation to its strategic plans. The company’s
strategic plan includes a goal to increase revenue by 20% over
the next three years by expanding into new geographic markets.
To evaluate progress towards this goal, the company can review
its sales data from the new markets, analyse customer feedback
and reviews and assess the effectiveness of its marketing and
advertising campaigns in those markets.

Example 2: A nonprofit organisation wants to evaluate its
performance in relation to its strategic plans. The organisation’s
strategic plan includes a goal to increase fundraising revenue by
10% over the next two years by expanding its donor base. To
evaluate progress towards this goal, the organisation can review
its fundraising data, analyse the demographics of its donors and
assess the effectiveness of its fundraising campaigns and events.

Step 2: Collecting Data

The step referred to in the statement involves collecting data
on the organisation’s performance, which is a crucial aspect of
strategic evaluation. The purpose of collecting this data is to pro-
vide the basis for evaluating the effectiveness of the organisa-
tion’s strategies and tactics in achieving its long term goals and
objectives.

The types of data that organisations may collect as part of
this step can vary depending on the organisation’s specific goals
and objectives. Some common types of data include:

i. Financial data: Financial data, such as revenue, expens-
es, profit margins and cash flow, provide insights into the
organisation’s financial performance. This data can be
used to evaluate the effectiveness of the organisation’s
pricing strategies, cost management practices and invest-
ment decisions.

ii. Customer feedback: Customer feedback, such as satis-
faction ratings, reviews and complaints, can provide in-
sights into the organisation’s products, services and over-
all customer experience. This data can be used to evaluate
the effectiveness of the organisation’s customer service
strategies and identify areas for improvement.

/ \

o
s o ™

SREENARAVANAGURL
PR Gy



+ Provide information

+ Performance Data
Analysis

+ Identifying
Strengths & Weak-
nesses

iii. Employee engagement surveys: Employee engagement
surveys can provide insights into the organisation’s cul-
ture, leadership and employee satisfaction. This data can
be used to evaluate the effectiveness of the organisation’s
human resources strategies and identify areas for im-
provement.

iv. Market research: Market research, such as industry
trends, competitor analysis and customer demographics,
can provide insights into the organisation’s market posi-
tion and competitive landscape. This data can be used to
evaluate the effectiveness of the organisation’s marketing
strategies and identify opportunities for growth.

Once the data has been collected, it must be analysed to iden-
tify patterns, trends and areas of strength and weakness. This
analysis may involve comparing the data to industry bench-
marks, conducting statistical analysis and identifying correla-
tions between different data sets.Collecting data on the organisa-
tion’s performance is a critical step in strategic evaluation, as it
provides the information needed to evaluate the effectiveness of
the organisation’s strategies and tactics. By analysing this data,
organisations can identify areas for improvement and make in-
formed decisions to improve their performance over time.

Step 3: Analysing data

The step referred to in the statement involves analysing the
data collected in the previous step to assess the organisation’s
performance in relation to its strategic goals and objectives. This
analysis is a critical part of strategic evaluation, as it provides
insights into how well the organisation is doing in achieving its
long-term goals and objectives.To conduct this analysis, organi-
sations may use a range of tools and techniques, such as SWOT
analysis, balanced scorecards and benchmarking. These meth-
ods can help organisations identify areas of success, as well as
areas where the organisation has fallen short, by comparing their
performance to established standards, best practices, or industry
benchmarks.

Areas of success may include achieving or exceeding tar-
gets related to financial performance, customer satisfaction, em-
ployee engagement or market share. These successes may be
attributed to effective strategic planning, well-executed strate-
gies and tactics or a strong organisational culture. Areas where
the organisation has fallen short, may include meeting financial
targets, declining customer satisfaction, high employee turnover
or losing market share to competitors. These areas of weakness
may be attributed to ineffective strategic planning, poor execu-
tion of strategies and tactics or a weak organisational culture.
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The purpose of analysing the data collected in the previous
step is to identify the organisation’s strengths and weaknesses
in relation to its strategic goals and objectives. This information
can be used to make informed decisions about future strategic
planning, identify areas for improvement and take corrective ac-
tion to improve the organisation’s performance over time.

Step 4: Identifying strengths and weaknesses

Based on the data analysis conducted in the previous step of
strategic evaluation, the organisation should identify its strengths
and weaknesses in relation to its strategic goals and objectives.
This is a critical step in the strategic evaluation process as it
provides a clear understanding of the organisation’s performance
and enables the organisation to make informed decisions about
its future strategic direction.The identification of strengths in-
volves recognizing areas where the organisation is performing
well and has a competitive advantage. For example, the organ-
isation may have a strong brand recognition, a loyal customer
base, a highly skilled workforce or a unique product or service
to offer.. Identifying strengths is important because it helps the
organisation understand what it is doing well and it can be lever-
aged to maintain a competitive advantage.

On the other hand, the identification of weaknesses involves
recognizing areas where the organisation is not performing well
or where it is facing challenges. These may include areas such as
declining sales, poor customer satisfaction, low employee mo-
rale or inefficient operations. Identifying weaknesses is import-
ant because it helps the organisation understand what it needs to
improve upon to achieve its strategic goals and objectives.Once
the organisation has identified its strengths and weaknesses, it
can then use this information to determine areas where it needs
to improve. For example, if the organisation has identified low
employee morale as a weakness, it may need to focus on improv-
ing its human resources practices or enhancing its organisational
culture. Similarly, if declining sales is identified as a weakness,
the organisation may need to adjust its marketing strategies or
review its pricing strategy.

Step 5: Developing recommendations

Based on the findings of the analysis conducted in the previ-
ous steps of strategic evaluation, the organisation should develop
recommendations for improving its performance in relation to
its strategic goals and objectives. These recommendations are
critical as they provide guidance for the organisation to take cor-
rective action and improve its performance over time.The rec-
ommendations may include changes to the organisation’s strat-
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egies or tactics. For example, if the analysis revealed that the
organisation is losing market share to competitors due to a lack
of innovation, the recommendation may be to invest in research
and development to create new and innovative products or ser-
vices. Alternatively, if the analysis revealed that the organisation
is failing to achieve its financial targets, the recommendation
may be to review pricing strategies or to implement cost cutting
measures.

The recommendations may also include changes to the or-
ganisation’s organisational structure, processes or systems. For
example, if the analysis revealed that the organisation’s process-
es are inefficient and are hindering its ability to deliver prod-
ucts or services, the recommendation may be to review and
streamline the processes. Alternatively, if the analysis revealed
that the organisation’s organisational structure is hindering col-
laboration and communication, the recommendation may be to
restructure the organisation to promote greater collaboration and
communication. The recommendations developed by the organ-
isation should be specific, measurable, achievable, relevant and
time bound (SMART). This ensures that the recommendations
are practical and realistic and that they can be implemented ef-
fectively. The recommendations should also be aligned with the
organisation’s strategic goals and objectives to ensure that they
support the organisation’s long term vision and mission.

Step 6: Implementing changes

Once the recommendations have been developed based on
the findings of the strategic evaluation, the next step is to imple-
ment the changes necessary to improve the organisation’s per-
formance in relation to its strategic goals and objectives. The
implementation phase is critical as it involves putting the rec-
ommendations into action and ensuring that they are effective
in achieving the desired outcomes.The implementation phase
may involve making changes to the organisation’s strategies,
tactics, processes or systems. For example, if the recommenda-
tion is to invest in research and development to create new and
innovative products or services, the organisation may need to
allocate resources to support this initiative. Alternatively, if the
recommendation is to streamline the organisation’s processes to
improve efficiency, the organisation may need to restructure its
operations and workflows.

Implementing changes may also require investing in new re-
sources or capabilities. For example, if the recommendation is
to improve the organisation’s marketing efforts to increase cus-
tomer engagement, the organisation may need to invest in new
marketing tools and technologies or hire additional marketing
personnel with the required skills and experience.During the im-
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plementation phase, it is important to monitor progress and make
adjustments as necessary. This involves tracking the implemen-
tation of the recommendations and assessing their effectiveness
in achieving the desired outcomes. If the implementation does
not achieve the desired results, adjustments may need to be made
to the recommendations or the implementation process.The im-
plementation phase requires strong leadership, effective com-
munication and a commitment to continuous improvement. The
organisation should be prepared to invest time, resources and
effort into implementing the recommendations and ensuring that
they are effective in achieving the desired outcomes.

4.3.5 Criteria for Strategic Evaluation

Strategic evaluation is a critical process of assessing an or-
ganisation’s performance in relation to its long term goals and
objectives. The criteria for strategic evaluation may vary depend-
ing on the organisation’s industry, goals and objectives. Howev-
er, some common criteria for strategic evaluation include:

v. Alignment with the organisation’s mission and vision:
The organisation’s strategies and tactics should be aligned
with its overall mission and vision to ensure that they con-
tribute to the achievement of its long-term goals.

vi. Achievement of objectives: The organisation’s strategies
and tactics should be evaluated based on their effective-
ness in achieving the desired outcomes and objectives.
This requires setting clear, measurable objectives and
tracking progress towards achieving them.

vii. Use of resources: The organisation’s strategies and tac-
tics should be evaluated based on their efficient use of
resources, including time, money and personnel. This
requires assessing the costs and benefits of each strategy
and tactics to determine their overall value.

viii. Customer satisfaction: The organisation’s strategies
and tactics should be evaluated based on their impact on
customer satisfaction and loyalty. This requires collecting
customer feedback and using it to improve the organisa-
tion’s products, services and overall customer experience.

ix. Competitive advantage: The organisation’s strategies
and tactics should be evaluated based on their ability to
create a sustainable competitive advantage in the market-
place. This requires assessing the organisation’s strengths
and weaknesses relative to its competitors and developing
strategies that leverage its strengths while addressing its
weaknesses.
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x. Innovation: The organisation’s strategies and tactics
should be evaluated based on their ability to foster in-
novation and creativity within the organisation. This re-
quires encouraging experimentation and risk taking while
maintaining focus on the organisation’s long term goals
and objectives.

The criteria for strategic evaluation should be specific to the
organisation’s goals, objectives and industry. By evaluating its
strategies and tactics against these criteria, the organisation can
identify areas for improvement and make data driven decisions
to improve its performance and achieve its long-term goals.

4.3.6 Implementation of Strategy

The implementation of strategy is the process of putting an
organisation’s strategic plans into action. It involves translating
high level strategic goals and objectives into specific action steps
that can be taken by the organisation to achieve those goals.

For example, if an organisation’s strategic goal is to increase
revenue by 20% in the next fiscal year, the implementation plan
may involve specific action steps such as launching a new prod-
uct line, expanding into new markets, increasing marketing and
advertising efforts and improving customer service to retain ex-
isting customers.

The implementation of strategy requires a detailed plan that
outlines the specific action steps required to achieve the organi-
sation’s strategic goals. This plan should identify the resources,
timelines and responsibilities for each action. In addition, the
implementation of strategy requires effective communication
to ensure that all stakeholders, including employees, partners,
customers and investors, understand the organisation’s strategic
goals and objectives and their role in achieving them. Clear and
frequent communication helps to ensure that everyone is work-
ing towards the same goals and understands how their work con-
tributes to the organisation’s overall success.

4.3.6.1Process of Implementation of Strategy

The implementation of strategy typically involves the following
steps:

Step 1: Develop an implementation plan

Developing a detailed plan is a crucial step in the implemen-
tation of strategy. This plan outlines the specific steps required
to achieve the organisation’s strategic goals and objectives. The
plan should be based on a thorough understanding of the organ-
isation’s current situation, including its strengths, weaknesses,
opportunities and threats. The plan should include specific, mea-
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surable and achievable goals and objectives that are aligned with
the organisation’s overall strategic goals. The action steps should
be broken down into smaller, more manageable tasks and should
be assigned to specific individuals or teams with clear timelines
and responsibilities.

In addition, the plan should identify the resources that will
be required to achieve the strategic goals, including financial re-
sources, personnel, technology and equipment. The plan should
also include a timeline that outlines when each action step will be
completed and when the overall strategic goal will be achieved. It
is important to note that the plan should be flexible and adaptable
to changing circumstances. As the implementation of strategy
progresses, there may be changes in the organisation’s internal
and external environment that require adjustments to the plan.

Step 2: Communicate the plan

Communication is a crucial element of the implementation of
strategy. Once the implementation plan has been developed, it is
important to communicate it effectively to all stakeholders. This

includes employees, partners, customers and investors.

Effective communication ensures that everyone involved in
the implementation process understands the organisation’s stra-
tegic goals and objectives as well as the specific action steps that
need to be taken to achieve them. This helps to create a shared
understanding of the organisation’s priorities and promotes
alignment between different teams and departments.Effective
communication also helps to build trust and confidence among
stakeholders. When stakeholders are kept informed about the
implementation plan and progress towards achieving the strate-
gic goals, they are more likely to feel engaged and invested in
the process. This can lead to increased motivation and commit-
ment among employees, as well as greater support from partners,
customers, and investors.There are various ways to communi-
cate the implementation plan to stakeholders. One approach is
to hold regular meetings in town halls where progress is shared
and questions can be asked. Other methods include newsletters,
emails, social media updates or webinars.

Step 3: Assign responsibilities

Assigning specific individuals or teams to each action step
is a critical aspect of the implementation of strategy. This helps
to ensure that there is clear accountability for each action step
and that progress is being made towards achieving the organisa-
tion’s strategic goals.When action steps are assigned to specific
individuals or teams, it is clear who is responsible for their im-
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plementation. This helps to ensure that there is no confusion or
overlap and that everyone knows what they need to do. By as-
signing responsibilities in this way, it is easier to monitor prog-
ress and identify potential issues or delays.

Assigning specific individuals or teams to each action step
also promotes ownership and accountability. When people are
responsible for specific tasks, they are more likely to take own-
ership of them and work towards achieving them. This helps to
create a sense of ownership and engagement among employ-
ees, which can be essential for the successful implementation
of strategy.In addition, assigning specific individuals or teams
to each action step can help to promote collaboration and team-
work. When people work together on specific tasks, they are
more likely to share knowledge, skills and resources, which can
help to improve the quality and effectiveness of the implemen-
tation process.

Step 4: Monitor progress

Monitoring progress towards the achievement of strategic
goals and objectives involves tracking and measuring KPIs and
metrics that are aligned with the organisation’s strategic goals.
KPIs are specific measurements that indicate the organisation’s
performance in key areas, while metrics are more general mea-
surements that track progress towards overall goals.To monitor
progress effectively, organisations need to establish a system for
collecting and analysing data on their KPIs and metrics. This
system should be designed to provide regular updates on perfor-
mance and identify areas where the organisation is falling short.

For example, if an organisation’s strategic goal is to increase
customer satisfaction, the KPIs and metrics that could be used to
track progress might include customer satisfaction scores, cus-
tomer retention rates and customer feedback surveys. By regu-
larly collecting and analysing data on these KPIs and metrics,
the organisation can determine whether it is making progress to-
wards its strategic goal and identify areas where improvements
are needed.

The results of monitoring progress should be communicated
to all stakeholders to ensure that everyone is aware of the or-
ganisation’s performance and the progress being made towards
its strategic goals. If the results indicate that the organisation is
not making sufficient progress towards its strategic goals, adjust-
ments to the implementation plan may be necessary.

Step 5: Make adjustments

The implementation of strategy is an ongoing process that
may encounter obstacles and challenges along the way. To en-
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sure the success of the implementation, it is important to be flex-
ible and make adjustments to the implementation plan as needed.
This requires a willingness to adapt to changing circumstances
and to revise the plan based on new information or feedback.One
of the main reasons for making adjustments to the implementa-
tion plan is to address unforeseen obstacles or challenges that
arise during the implementation process. These obstacles may be
related to internal factors, such as a lack of resources or expertise
or external factors, such as changes in the market or regulatory
environment. By being flexible and making adjustments to the
plan, organisations can overcome these obstacles and continue
to make progress towards their strategic goals.

Another reason for making adjustments to the implemen-
tation plan is to improve the effectiveness of the plan. As the
implementation progresses, it may become clear that certain tac-
tics or strategies are not as effective as originally thought. By
making adjustments to the plan, organisations can improve its
effectiveness and increase the likelihood of achieving their stra-
tegic goals.In some cases, adjustments to the implementation
plan may involve revising timelines, reallocating resources or
changing tactics to better align with the organisation’s strategic
goals. For example, if a specific action step is not progressing as
planned, it may be necessary to revise the timeline or allocate
additional resources to ensure that it is completed on schedule.
Similarly, if a particular strategy is not producing the desired
results, it may be necessary to change tactics or adopt a different
approach to achieve the organisation’s strategic goals.

Step 6: Evaluate results

Once the implementation plan has been completed, the or-
ganisation should conduct an evaluation to determine if the plan
was successful in achieving the strategic goals and objectives.
The evaluation process involves comparing the actual outcomes
achieved against the desired outcomes specified in the strategic
plan.To conduct a thorough evaluation, the organisation should
gather and analyse data on key performance indicators (KPIs)
and other relevant metrics. This data can be compared to the tar-
gets established in the strategic plan to determine if the organi-
sation has achieved its goals. For example, if the organisation’s
strategic goal was to increase market share by 10%, the evalua-
tion process would involve analysing market share data to deter-
mine if the organisation achieved the 10% increase target.

If the organisation did not achieve its strategic goals, it is
important to identify the reasons for the shortfall. This may in-
volve conducting a root cause analysis to determine if there were
issues with the implementation plan, if external factors impacted

i

o
s o ™
SRETNARAVANAGURY
e TR T



4
-
/ \

"\"H ni‘P‘"
SRETNARAVANAGURY
T TRy

performance or if there were other factors that contributed to the
shortfall.Based on the results of the evaluation, the organisation
can make adjustments to the implementation plan and revise its
strategies and tactics as necessary. This helps to ensure that the
organisation remains aligned with its strategic goals and objec-
tives and can continue to make progress towards achieving them.

4.3.6.2 Problems / Issues of implementation

The implementation of strategy can be a complex and chal-
lenging process, and organisations may encounter several issues
that can hinder their ability to successfully implement their stra-
tegic plans. Some common issues of implementation of strategy
include:

i. Lack of clear communication: Failure to effectively
communicate the organisation’s strategic goals and objec-
tives can lead to confusion and misunderstandings among
employees and stakeholders. This can result in a lack of
alignment and a failure to achieve the intended outcomes.

ii. Resistance to change: Implementing a new strategy of-
ten requires significant changes to the organisation’s pro-
cesses, systems and culture. Employees and stakeholders
may be resistant to these changes, leading to delays or
resistance to the implementation of the strategy.

iii. Insufficient resources: Implementing a new strategy may
require additional resources, including financial, human
and technological. If these resources are not available or
are not allocated appropriately, the implementation of the
strategy may be compromised.

iv. Lack of alignment: The implementation of strategy re-
quires alignment across different levels and functions of
the organisation. If there is a lack of alignment, different
departments may work towards different goals, leading to
a lack of coordination and a failure to achieve the desired
outcomes.

v. Inadequate monitoring and evaluation: Without ade-
quate monitoring and evaluation of the implementation
process, it may be difficult to identify issues and make
necessary adjustments. This can lead to a failure to achieve
the desired outcomes and a waste of resources.

vi. Failure to adapt to changing circumstances: The busi-
ness environment is constantly changing, and organisa-
tions may encounter unexpected challenges or opportu-
nities during the implementation of their strategic plans.
Failure to adapt to these changes can lead to a failure to
achieve the desired outcomes.
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Addressing these issues requires careful planning, effective
communication and a willingness to adapt to changing circum-
stances. Organisations must also be prepared to invest the nec-
essary resources to support the implementation of their strategic
plans.

4.3.7 Pre and Post Implementation

Pre-implementation refers to the activities that take place be-
fore the implementation of a strategy or project. It involves the
planning and preparation necessary to ensure that the implemen-
tation process goes smoothly and is successful. Some of the key
activities in the pre-implementation phase include:

i. Strategic planning: This involves the development of a
clear and actionable strategy that outlines the organisa-
tion’s goals, objectives and the action required to achieve
them.

ii. Resource allocation: This involves the identification and
allocation of the necessary resources, such as people, fi-
nances and technology, to support the implementation of
the strategy.

iii. Risk assessment: This involves identifying potential
risks and challenges that could impact the implementa-
tion of the strategy and developing plans to mitigate or
manage those risks.

iv. Communication planning: This involves developing a
communication plan to ensure that stakeholders are aware
of the strategy, its objectives and the expected outcomes.

Post-implementation refers to the activities that take place
after the implementation of a strategy or project. It involves
the evaluation of the implementation process and the results
achieved. Some of the key activities in the post-implementation
phase include:

i. Performance evaluation: This involves the evaluation of
the results achieved and the identification of areas for im-
provement. Key performance indicators (KPIs) should be
established during the pre-implementation phase to assess
the success of the implementation.

ii. Lessons learned: This involves reflecting on the imple-
mentation process and identifying lessons learned that
can be applied to future projects or strategies.

iii. Reporting: This involves reporting the results achieved
to stakeholders, including senior management, investors
and customers.
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iv. Continuous improvement: This involves using the in-
sights gained during the post-implementation phase to
make improvements to the implementation process and
the strategy itself.

Summarised Overview

The strategic evaluation process is to measure the efficiency and effectiveness of
strategic decisions. The targeted outcomes of the tactics and choices are identified. For
it to accomplish the required organisational goals, the proper channels and directions
should be offered. The strategic evaluation and controlling process show whether or
not the organisation has achieved its goals. The three primary areas of strategy that the
evaluation system has focused on are Possibility, Consistency, and appropriate strategy.
The strategy must be suited to the organisation’s goals, be framed and developed in
accordance with the resources at hand and examined both in the internal and external
business environments.

The managing process ensures that corrective actions and strategies are in place
to meet corporate goals. It is connected to two ideas: regulating processes to achieve
management objectives and setting desired organisational goals through strategic man-
agement. The management control system includes operational control. It is intended
to keep an eye on daily business operations and examine them frequently to maintain
consistency and high production standards in line with the organisation’s set goals. For
the seamless operation of business activities, it focuses mostly on the most recent event
or occurrences in the organisation. Corrective action should be conducted if the desired
standard or quality of the business matches the criteria.

Self-Assessment Question

1. Briefly explain the meaning of strategic evaluation.

2. What is the importance of controlling processes in strategic management?
3. Name the steps involved in the Strategic control process.

4. What are the essential features of an evaluation and control system?

5. What are the limitations of the implementation strategy?
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Assignments

State the need and importance of strategy evaluation.
Explain the strategic control process

Research and categorize different types of control mechanisms used in strategic
management, such as financial controls, operational controls, strategic controls, and
cultural controls.

Analyze the purpose, scope, and effectiveness of each type of control in ensuring
organizational alignment and performance.

Discuss examples of companies implementing various types of control mechanisms
and their impact on strategic outcomes.
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Space for Learner Engagement for Objective Questions

Learners are encouraged to develop objective questions based on the content in the
paragraph as a sign of their comprehension of the content. The Learners may reflect on the
recap bullets and relate their understanding with the narrative in order to frame objective
questions from the given text. The University expects that 1 - 2 questions are developed for
each paragraph. The space given below can be used for listing the questions.
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