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Subject Information

-: Types of questions asked by ICAI :-

eAnswer in brief — 3 Marks

eCorrect and Incorrect statements with reasons — 2 Marks

*Descriptive questions — 7 marks

*Distinguish between — 3 — 4 Marks

*Short Notes — 3 — 4 Marks

*Case Study - 5 Marks

*Multiple Choice Questions
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What is Management?
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- an art of getting things
done through people.




Strategy means




Strategy means

2/6/2019



What is Management?

F.W. Taylor

"Art of knowing what you want to do and then seeing that
it is done the best and cheapest way”.

Henry Feyol

“To manage is to forecast, to plan, to organise, to
command, to coordinate and to control”.
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What is Business Strategy?

William F. Glueck

‘4 unified, comprehensive and integrated

plan designed to assure that
the
basic objectives
Jj
the enterprise
are
achieved”.
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What is Business Strategy?

Strategy is consciously considered and flexibly designed
scheme of corporate intent and action.....

v'to achieve effectiveness,

v'to mobilise resources,

v’ to direct effort and behavior

v'to handle events and problems

v'corporate survival and success.
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What do We mean by Corporate Strategy?

Corporate level strategy is basically concerned with selection
of businesses in which your company should compete.

Corporate strategy is basically the growth design of the firm;
it spells out the growth objective - the direction, extent,
pace and timing of the firm's growth.
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Corporate Strategy

Strategy is no substitute for sound, alert and responsible
management.

Strategy can never be perfect, flawless and optimal.

It is in the very nature of strategy that it is flexible and
pragmatic (practical); it is art of the possible; it does not
preclude second-best choices, trade-offs, sudden
emergencies, pervasive pressures, failures and frustrations.

However, in a sound strategy, allowances are made for
possible miscalculations and unantiCipated events.
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A company's strategy has always to be proactive in
nature.

Correct

Incorrect

A company’s strategy is a blend of proactive actions and
reactive actions by the management. Reactive actions are
required to address unanticipated developments and
environmental conditions. Thus, not every strategic move is
the result of proactive and deliberate management actions.
At times, some kind of strategic reaction or adjustments are
required.
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Strategic Management

The term 'strategic management' refers to the managerial
process of developing a strategic vision, setting objectives,
crafting a strategy, implementing and evaluating the strategy,
and initiating corrective adjustments where deemed
appropriate.
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Strategic Management

Strategic Managers understands, use and implements
the concepts of Strategic Management for managing
their business Strategically.
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Framework of Strategic Management

Stage one —(Planning and Analysis) - (Beginning)

Stage two —(Strategy Formulation) - (Ends)

Stage three - (Alternative Selection) - (Means)

=Stage four - Which Way is Best? (Evaluation)

=Stage five — (Implementation and control)

2/6/2019
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Framework of Strategic Management

Stage Five
How Can we Ensure

Arival? (Control) Introduction

Stage Four Stage One
Which Way is Best? Where are we
(Evaluation) Now? (Beginning)

Stage Three Stage Two
How Might we Get Where we Want
There? (Means) to Be? (Ends)




Importance of Strategic Management

v'It helps organisations to be more proactive instead of
reactive

v'provides framework for all the major business decisions of
an enterprise

v'act as pathfinder

v'helps to enhance the longevity of the business.

v’ avoid costly mistakes

v'Helps to evolve certain ‘core-competencies and competitive
advantages
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Limitations of Strategic Management

 Environment is highly complex and turbulent. It is difficult
to understand the complex environment and exactly
pinpoint how it will shape-up in future.

* Strategic management iIs a time-consuming process.
Organisations spend a lot of time in preparing,
communicating the strategies that may impede (obstruct)
daily operations and negatively impact the routine
business.

« Strategic management-is‘a-costiy process.
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Strategic management is a bundle of tricks and magic.

Correct

Incorrect

No, Strategic management is not a bundle of tricks and
magic. It is a deliberate managerial process that involves
systematic and analytical thinking. It involves systematic and
analytical thinking and action. Although, the success or
failure of a strategy is dependent on several extraneous
factors, it cannot be stated that a strategy is a trick or magic.
Formation of strategy reduirés=careful planning and requires
strong conceptual, analytical, and visionary skills.
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Strategic Levels in Orgsanisation

There are three levels of management.

» Corporate Level

> Business Level

» Functional Level

2/6/2019
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Strategic Levels in Organisation

» Corporate Level

This level of management consists of the Chief executive
Officer (CEQO), other senior executives, the board of directors
and corporate staff.

These individuals are mainly decision making authority of the
organisation.
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Strategic Levels in Orgsanisation

> Business Level

*"The head of the unit can be principal general manager.

sAt this level business managers are concerned with the
strategies specific to the particular business.
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Strategic Levels in Orgsanisation

> Functional Level

The business functions or operations that constitute a
company or one of the divisions are known as functional
level management.

Specific business functions are marketing, sales, production,
human resources, customer care services etc.
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Strategic Levels in Orgsanisation

Corporate Level

CEO, Board of Directors,
other senior executives and
corporate staff

Head Office

Business Level

Divisional managers

Functional Level Business Business Business
Functional managers | Functions Functions Functions

Market Market Market
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Dynamics
of
Competitive
Strategy
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Competitive Strategy

Corporate Level

Competitive Strategy

Core Competencies

Competitive Advantage

Attracts more Customers
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Competitive Strategy

Competitive strategy is designed to help firms achieve
competitive advantage. Having competitive advantage is
necessary for the firm to compete in the market. Competitive
advantage comes from a firm’s ability to perform activities
more effectively than rivals.

A firm must identify its position relative to the competition in
the market. By knowing if it is a leader, challenger or follower,
it can adopt appropriate competitive strategy
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Competitive Strategy

The overall objective of strategic management is to create
competitive _advantage, increase loyalty and beat

competitors. A competitive strategy consists of following
objectives

=Attract customers.
"Handle pressure.

"Improve the market position of the organisation.
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COMPETITIVE LANDSCAPE

Competitive landscape is a business analysis which identifies
competitors, either direct or indirect.

Competitive landscape is about identifying and
understanding the competitors and at the same time, it
permits the comprehension of their vision, mission, core
values, niche market, strengths and weaknesses.

Understanding of competitive landscape requires an
application of "competitive intelligence
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COMPETITIVE LANDSCAPE

An in-depth investigation and analysis of a firm's competition
allows it to assess the competitor's strengths and
weaknesses in the marketplace and helps it to choose and
implement effective strategies that will improve its
competitive advantage.
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Steps to understand the Competitive Landscape

J Identify the competitor

(J Understand the competitors

] Determine the strengths of the competitors

(1 Determine the weaknesses of the competitors

] Put all of the information together
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Steps to understand the Competitive Landscape

J Identify the competitor

1 The first step to understand the competitive landscape is
to identify the competitors in the firm's industry and have
actual data about their respective market share.

1 This answers the question:
Who are the competitors?
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Steps to understand the Competitive Landscape

(J Understand the competitors

(J Once the competitors have been identified, the strategist
can use market research report, internet, newspapers,
social media, industry reports, and various other sources
to understand the products and services offered by them
in different markets.

J This answers the question:
What are their product.and.services?
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Steps to understand the Competitive Landscape

(J Determine the strengths of the competitors

(Jd What are the strength of the competitors? What do they
do well? Do they offer great products? Do they utilize
marketing in a way that comparatively reaches out to
more consumers. Why do customers give them their
business? This answers the questions-

o What are their financial positions?

What gives them cost andjgrice.advantage?

0
o How strong is their distribution network?

o What are their human resource strengths?
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Steps to understand the Competitive Landscape

(1 Determine the weaknesses of the competitors

d Weaknesses (and strengths) can be identified by going
through consumer reports and reviews appearing in
various media. After all, consumers are often willing to
give their opinions, especially when the products or
services are either great or very poor.

*** This answers the question
Where are they lacking?
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Steps to understand the Competitive Landscape

1 Put all of the information together

d At this stage, the strategist should put together all
information about competitors and draw inference about
what they are not offering and what the firm can do to fill
in the gaps. The strategist can also know the areas which
need to be strengthen by the firm. This answers the
guestions -

4

L)

» What will the business do with this information?

®

4

* What improvements does the firm need to make?

L)

4

L/

* How can the firm exploit the weaknesses of competitors?

L)
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Competitive Strategy

Corporate Level | Business Environment Analysis

Actual / Factual data

Competitive Strategy

N

Base

Core Competencies

Competitive Advantage

Attracts more Customers
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Strategic Analysis

Strategic analysis seeks to determine alternative course of
action that could best enable the firm to achieve its mission
and objectives.

It means for Strategic Analysis we need to always depend
upon task managers intuition, opinion, good instincts and
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Strategic Risk

Competitive markets, liberalization, globalization, booms,
recessions, technological advancements, inter-country
relationships — all these factors affect businesses and pose
risk of varying degrees.

An important aspects of strategic analysis is to identify
potential imbalances or risks and assess their consequences.
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Strategic Risk

A broad classification of the strategic risk that requires
consideration in strategic analyses is given below

Short Term Long Term

External Errorsin interpreting Changes in the environment
the environment lead to obsolescence of
cause strategic strategy
failure

Internal Organisational Inconsistencies with the
capacity isunableto  strategy are developed on
cope up with account of changes in the
strategic demands internal capacities and
preferences.
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The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

1. What are the industries dominant economics features?
(Key industry traits)

=  Market size.

= Number of competitors and their relative sizes/share.

= Whether capital intensive and lots of barriers are there to
enter the industry or ease.of’entry exist.
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The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

2. What competitive forces are at work in the industry
and how strong they are? (The intensity of competition)

2/6/2019 18



The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

3. What are the drivers of change in the industry and
what impact they will have? (the drivers of industry change)

" Industry and competitive conditions change because
forces are in motion that creates incentives or pressures
for changes. The most dominant forces are called driving
forces because they have-the-biggest influence on what
kinds of changes will take*ptace-in the industry's structure
and competitive environment.




The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

3. What are the drivers of change in the industry and
what impact they will have? (the drivers of industry change)

Analyzing driving forces has two steps:
identifying what the driving forces are
and
assessing the impact.they-wil-have on the industry.




The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

3. What are the drivers of change in the industry and
what impact they will have? (the drivers of industry change)

= Decreasing the cost or price in relation to reduction in
cost of production.

" |ncreasing globalisation, providing an increasing number
of players

= Product innovation

" |nternet and E-commerce

" Entry or exit of major firms.
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The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

4, Which companies are in strongest / weakest
competitive position? (the market positions and strategies
of rival companies)
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The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

5. Who's likely to make what competitive moves next?
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The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

6. What key factors will determine competitive success or
failure?

An industry's key success factors (ksfs) are those things that
most affect industry members' ability to prosper in the
marketplace

The purpose of identifying KSEsiis:to make judgments about
what things are more important to competitive success and
what things are less important.
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Key factors for competitive success

The answers to three questions help identify an industry's
key success factors.

=basis on which customers choose between the competing
brands of sellers?

*What resources and competitive capabilities does a seller
need to have to be competitively successful?

*\WWhat does it take for sellers to achieve a sustainable
competitive advantage?
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The Methods of Industry and Competitive Analysis

Industry and competitive analysis aims at developing and
probing, insightful answers to seven questions:

7. Financial attractiveness of the industry.
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What is Strategic Group

A strategic group consists of those rival firms that have
similar competitive approaches and positions in the market.

Airtel, Tata Indicom, JIO, Idea, Vodafone and Aircel come
under one strategic group

Maruti, Honda, Hyundai, Mahindra and Tata Motors come
under one strategic group.
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What is Strategic Group

Organisations in the same strategic group can resemble one
another in any of the several ways:

*"They may have comparable product-line breadth

=Sell in the same price/quality range

"Emphasize the same distribution channel

=Use essentially the same product attributes to appeal to
similar types of buyers

=Depends on identical technological approaches

=Offer buyers similar services and technical assistance
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What is Strategic Group Mapping

One technique for revealing the competitive positions of
industry participants is strategic group mapping, which is
useful analytical tool for comparing the market positions of
each firm separately or for grouping them into like positions
when an industry has so many competitors that it is not
practical to examine each one in-depth.
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Core Competence

C.K. Prahalad and Gary Hamel

Core competency as the collective learning in the
organization, especially coordinating diverse production skills
and integrating multiple streams of technologies.

Core competencies are capabilities that serve as a source of
competitive advantage for a firm over its rivals.
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Core Competence

Competency is defined as a combination of skills and
techniques rather than individual skill or separate technique.

For core competencies, it is characteristic to have a
combination of skills and techniques, which makes the whole
organization utilize these several separate individual
capabilities.
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Core Competence

Therefore, core competencies cannot be built on one
capability or single technological know-how, instead, it has to
be the integration of many resources. The optimal way to
define core competence is to consider it as sum of 5- 15
areas of developed expertise.

Major core competencies are identified in three areas -
competitor differentiation,
customer value,
and
application to other markets.
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Core Competence

Core competencies are the knowledge, skills, and facilities
necessary to desigh and produce core products.

Core competencies are created by superior integration of
technological, physical and human resources.

They represent distinctive skills as well as intangible,
invisible, intellectual assets and cultural capabilities

Core Competence - based diversification reduces risk and
investment, and increases the-opportunities for transferring
learning and best practice across business units.
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How to build Core Competencies (CC)?

Four specific criteria of sustainable competitive advantage
that firms can use to determine those are-

v Valuable

v' Rare

v’ Costly to imitate

v Non-substitutable
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2. What is Competitive Advantage
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What is Competitive Advantage?

“It is set of unique features of a company and its products
that are perceived by the target market as significant and
superior to the competition”.

In simple words, an Orgsanisation is said to have competitive
advantage if its profitability is higher than average
profitability for all companies in its industry.
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Creating Competitive Advantage

= Durability

* Transferability

= Imitability

=  Appropriability

2/6/2019
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Competitive Strategy

We can say that the value creation is an activity or
performance by the firms to create value that increases the
worth of goods, services or even a business.

Value is created by product’s performance and by its features
for which customers are willing to pay more.




The Value Chain Analysis :

- | value chain analysis has been widely used as a means of|
| describing the activities within and around an organization, |
~land relating them to an assessment of the competitive|
| strength of an organization (or its ability to provide value-|
| [for-money products or services).




The Value Chain Analysis :

| ® The aim of the value chain analysis is to maximise the
' value creation while minimising costs.
/I » Organizations are much more than a random collection |
of machines, money and people.




Primary activities

|

The primary activities of the organization are grouped into
five main areas:. inbound logistics, operations, outbound
logistics, marketing and sales, and service.

®» Inbound logistics are the activities concerned with
receiving, storing and distributing the Inputs to the
product / service. This includes materials handling,
stock control, transport etc.

» Operations transform these various inputs into the final
product or service: machining, packaging, assembly,
testing etc.

\\



Primary activities

| » Outbound logistics collect, store and distribute the|
g product to customers. For tangible products this would|
f| be warehousing, materials handling, transport, etc. In|
the case of services, it may be more concerned with| -
arrangements for bringing customers to the service if it|
is a fixed location (e.g. sports events).

» Marketing and sales - This would include sales
' administration, advertising;-seling and so on.
®» Service are all those activities, which enhance or
maintain the value of a product/service, such as [
Installation, repair, training and spares.




Support Activities

| Support activities are the activities which make the |
| primary activities possible. These includes the following S
®» Procurement: This refers to the processes for|

acquiring the various resource inputs to the primary |

ﬂ

activities.

1| » Human resource management: It is concerned with|
| those activities involved in recruiting, managing,|
training, developing and rewarding people within the| -

organization.

®» Infrastructure: The systems of planning, finance,

guality control, information management etc.

®» Technology:




w

|| Core Competence-based diversification reduces risk and|
Il Investment and increases the opportunities for transferring|
|l learning and best practice across business unit.

Identifying Core Competences

| Core Competencies are created by superior integration of|
] technology, physical and human resources. They represent| -

distinctive skills as well as intangible, invisible, intellectual |

| assets and cultural capabilities (ability to manage change). |




A core Competence is identified by
|the following tests —

®» Leverage Test: Does it provide potential access to a
' wide variety of markets?

®» Value Enhancement Test: Does it make a significant
contribution to the perceived customer benefits of the
end product ?

» Imitability Test: can it be imitated? Does it reduce the
] threat of imitation by competitors?




. Advantages of identifying core
“|competencies:

Provide competitive advantage
Ensure profits

Helps firm stretches into new opportunities.

Help in maintaining progress

4+ & #




Managing linkages :

- |Core competences in separate activies may provide|
| competitive advantage for an organization, but nevertheless| -
§5§55f|over time may be imitated by competitors. Core|
| competences are likely to be more robust and difficult to|
| [ imitate if they relate to s

i| £2 the management of linkages within the organization's
value chain and
| £2 linkages into the supply and distribution chains. It is the|
| management of these linkages which provides 'leverage'|
and levels of performance which are difficult to match. |




Internal Linkages :

| ¢ Linkages between the primary activities :

Linkages between primary activities should be
analysed. The firm should compare the value added to
| the customer with the additional cost of carrying stock.
\|| €& Primary activities and support activities : i
Linkages between primary and support activities which | -
\] provide core competencies should be analysed.
| & Linkages between different-support activities may
also be the basis of core competences.




Internal and External ysis(Portfolio Analysis)
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Portfolio Analysis

What is business portfolio?

A business portfolio is a collection of businesses and
products that make up the company. The best business
portfolio is the one that best fits the company’s strengths
and weaknesses to opportunities in the environment.

Portfolio analysis can be defined as a set of techniques that
help strategists in taking strategic decisions with regard to
individual products or businessesina firm’s portfolio.
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Portfolio Analysis

Advantages of portfolio Analysis

5lt encourages the management to evaluate each of the
organization's business individually and to set objectives and
allocate resources for each business.

=t stimulates the use of external orientation so that to
supplement the management’s intuitive judgment.

"|lt raises the issue of cash flow availability for use in
expansion and growth.
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Portfolio Analysis

Limitation of Portfolio Analysis

|t is not easy to define product / market segments.

=|t provides an illusion of scientific rigor (accuracy) when
some subjective judgment is involved.
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Strategic business unit

A Strategic Business Unit (SBU) is a profit centre which
focuses on product offering and market segment. An SBU
may be a business unit within a larger corporation, or it
may be a business unit itself.

SBU is an autonomous division in the organisation which
deals with specific business concerns. It has its own set of
competitors and a manager, who has responsibility for
strategic planning and implementation, and who has control
over the resources and profttianfluencing factors.
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Therefore Strategic business unit means

"3 unit of the company that has a separate mission and
objectives and which can be planned independently from
other company businesses.

"The SBU can be a company division, a product line within a
division, or even a single product or brand.

=SBUs are common in organisations that are located in
multiple countries with independent manufacturing and
marketing setups.
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Experience Curve

The concept is akin to a learning curve which explains the
efficiency increase gained by workers through repetitive
productive work.

phenomenon that unit’s costs decline as a firm accumulates
experience in terms of a cumulative volume of production.

"Experience curve shows that the more times a task have
been performed, the less time_ is required on each

Experience curve is based on the commonly observed
subsequent iteration.
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Product Life Cycle

PLC is an S-shaped curve which exhibits the relationship of
sales with respect of time for a product that passes through
the four successive stages of introduction (slow sales
growth), growth (rapid market acceptance) maturity

(slowdown in growth rate) and decline (sharp downward
drift).
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Product Life Cycle

The first stage of PLC is the introduction stage in which
competition is almost negligible, prices are relatively high
and markets are limited. The growth in sales is at a lower rate
because of lack of knowledge on the part of customers.
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Product Life Cycle

The second phase of PLC is growth stage. In the growth
stage, the demand expands rapidly, prices fall, competition
increases and market expands. The customer has knowledge
about the product and shows interest in purchasing it.
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Product Life Cycle

The third phase of PLC is maturity stage. In this stage, the
competition gets tough and market gets stabilized. Profit
comes down because of stiff competition. At this stage
organisations may work for maintaining stability.
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Product Life Cycle

In the declining stage of PLC, the sales and profits fall down
sharply due to some new product replaces the existing
product. So a combination of strategies can be implemented

to stay in the market either by diversification or
retrenchment.
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Boston Consulting Group (BCG Matrix)
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Boston Consulting Group (BCG Matrix)

Boston Consulting Group (BCG) Matrix is four celled matrix (2
X 2 matrix) developed by BCG, USA. It is the most renowned
corporate portfolio analysis tool.

According to this matrix, business could be classified as high
or low according to their industry growth rate and relative
market share.
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Boston Consulting Group (BCG Matrix)

The basic idea behind it is that the bigger the market share a
product has or the faster the product’s market grows, the
better it is for the company.

Resources are allocated to the business units to their
situation on the grid.

The four cells of this matrix have been called as stars, cash
cows, question marks and dogs. Each of these cells
represents particular type of’business.
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Boston Consulting Group (BCG Matrix)

Stars (High Growth, High Market Share)

*Star generates cash but because of the fast growing market,
stars require huge investments to maintain their lead.

*Stars are products or SBUs that are growing rapidly. They
also need heavy investment to maintain their position and
finance their rapid growth potential. They represent best
opportunities for expansion.

|f successful, a star will gecome a cash cow when the
industry matures.
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Boston Consulting Group (BCG Matrix)

Cash Cows (Low Growth, High Market Share)

Cash cows require little investment and generate cash that
can be utilized for investment in other business units.

These business units are the corporation’s key source of cash,
and are specifically the core business.
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Boston Consulting Group (BCG Matrix)

Cash Cows (Low Growth, High Market Share)

Cash Cows generate cash and have low costs.

They are established, successful, and need less investment to
maintain their market share. In long run when the growth
rate slows down, stars become cash cows.

When cash cows loses their appeal and move towards
deterioration, then a retrenchment policy may be pursued.
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Boston Consulting Group (BCG Matrix)

Question Marks (High Growth, Low Market Share)

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

They require a lot of cash to hold their share. They need
heavy investments with low potential to generate cash.

Question marks are generally new goods and services which
have a good commercial prospect!
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Boston Consulting Group (BCG Matrix)

Dogs (Low Growth, Low, Market Share)

Dogs are low-growth, low-share businesses and products.
They may generate enough cash to maintain themselves, but
do not have much future.

Dogs should be minimized by means of divestment or
liquidation.

Dogs never generate cash nor require huge amount of cash.
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Boston Consulting Group (BCG Matrix)

Dogs (Low Growth, Low, Market Share)

Generally retrenchment strategies are adopted because
these firms can gain market share only at the expense of
competitor’s/rival firms.
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Boston Consulting Group (BCG Matrix)

The four strategies that can be pursued are:

*Build: Here the objective is to increase market share, even
by forgoing short term earnings in favour of building a strong
future with large market share.

*Hold: Here the objective is to preserve market share.

Harvest: Here the objective is to increase short-term cash
flow regardless of long-term effect.

Divest: Here the objectiveisstozsetl or liquidate the business
because resources can be better used elsewhere.
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Boston Consulting Group (BCG Matrix)




Question 7

An industry comprises of only two firms-Soorya Ltd. and Chandra Ltd. From the following
information relating to Soorya Ltd., prepare BCG Matrix;

Product ~ Revenues — Percent  Profits (in ) Percent Percentage  Percentage

(in’) Revenues Profits  Market Industry
Share Growth rate

6 crore 48 120 lakh 48 80 + 15

4 crore 32 50lakh 20 40 + 10

2 crore 16 7Slakh 30 60 -20

50 lakh 4 Slakit— (2 5 -10
Total  125crore 250 lakh|700
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2/6/2019

Product A [60%
Market Share +15%
Growth Rate]

Stars
Product C [60%
Market Share -20%
Growth Rate]
Cash Cows

Product B [40%
Market Share +10%
Growth Rate]
Question Marks

Product D [05%
Market Share -10%
Growth Rate]

Dogs
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Ansoff’s Product Market Growth Matrix

With the use of this matrix a business can get a fair idea
about how its growth depends upon it markets in new or
existing products in both new and existing markets.

*The output from Ansoff's product/market matrix is a series
of suggested growth strategies that set the direction for the
business strategy.
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Ansoff’s Product Market Growth Matrix

Market Penetration

Where the business focuses on selling existing products into
existing markets is known as market penetration strategy.

It is achieved by making more sales to present customers
without changing products in any major way.

Penetration might require greater spending on advertising or
personal selling.

It is considered as the lowTisk method to grow the business.
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Ansoff’s Product Market Growth Matrix

Market development refers to a growth strategy where the

Market Development
business seeks to sell its existing products into new markets.

It is a strategy for company growth by identifying and
developing new markets for current company products.
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Ansoff’s Product Market Growth Matrix

Market Development

This strategy may be achieved through new geographical
markets, new product dimensions or packaging, new
distribution channels or different pricing policies to attract
different customers or create new market segments
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Ansoff’s Product Market Growth Matrix

Product Development

Companies develop new products in existing markets. This is
called product development.

It is a strategy for company growth by offering modified or
new products to current markets.

This strategy may require the development of new
competencies and requires the business to develop modified
products which can appeal te'existing markets.

An organization's current product can be changed, improved
and marketed to the existing market.
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Ansoff’s Product Market Growth Matrix

Product Diversification

Diversification refers to a growth strategy where a business
markets new products in new markets.

It is a strategy by starting up or acquiring businesses outside
the company’s current products and markets.
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Ansoff’s Product Market Growth Matrix

Product Diversification

This strategy is risky because it does not rely on either the
company’s successful product or its position in established
markets. Typically the business is moving into markets in
which it has little or no experience.

When its present market is fully saturated a company may
have no choice other than to pursue new market.
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ADL Matrix

It is a portfolio analysis method that is based on product life
cycle (PLC).

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

competitive positions: dominant, strong, favorable, tenable
and weak.
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ADL Matrix

Dominant: This is a comparatively rare position and in many
cases is attributable either to a monopoly or a strong and
protected technological leadership.
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ADL Matrix

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

Favorable: This position, which generally comes about when
the industry is fragmented and no one competitor stand out
clearly, results in the market leaders a reasonable degree of
freedom.
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ADL Matrix

Tenable: Although the firms within this category are able to
perform satisfactorily and can justify staying in the industry,
they are generally vulnerable in the face of increased
competition from stronger and more proactive companies in

the market.
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ADL Matrix

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

There are four categories of industry maturity

Embryonic: introduction stage characterized by rapid market
growth and very little competition.

Growth: market continues to strengthen and sales increase

Mature: market is stable there’s a well established customer
base, and a lot of competition.

Aging: demand decreases.and.companies start abandoning
the market.
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ADL Matrix (Portfolio Management)

Industry Life Cycle Stage

Embryonic

Growth

Mature

Aging

Competitive Position

Dominant

All out push for share.
Hold Position.

Hold Position. Hold
Share.

Hold Position. Grow
with Industry.

Hold Position.

Attempt to improve
position. All out push
for share.

Attempt to improve
position. Push for
share.

Hold Position. Grow
with Industry.

Hold position or
Harvest

Favorable

Selective or all out push
for share. Selectively
attempty to improve

position.

Attempt to improve
posTiom Pashfor
shara.

Custodial or
maintenance. Find
niche and attempt to
protect it

Harvest, or phase
out withdrawal.

Tenable

Selectively push for
position.

Find niche and protect
it.

Find niche and hang
on, or phased out
withdrawal.

Phased out
withdrawal, or
abandon.

Up or out

Turnaround or
abandon.

Turnaround,
orphaned out
withdrawal.

Abandon




SWOT Analysis

sStrength (S)

= Weakness (W)

"Opportunities (O)

=Threats (T)
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SWOT Analysis

sStrength (S)

It is an Inherent capacity which an organisation can use to
gain strategic advantage over competitors. Strength can
be either tangible or intangible. Examples of strength can
be Quality human resource, better financial position,
improved research and development facility, Goodwill etc.
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SWOT Analysis

= Weakness (W)

Weakness (W): It is an Inherent limitation or constraint
which creates a strategic disadvantage. Weaknesses are
controllable. They must be minimized and eliminated. It
can be in the form of dependence on single line of product
which will be risky in time of crisis, insufficient research and
development facilities, poor decision making etc.
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SWOT Analysis

=Opportunities (O)

Opportunities (0): Opportunities are favorable conditions
in the organizations environment which will help to
accumulate the strength of it for better

performance. Organization can make use of these
opportunities to gain competitive advantage.
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SWOT Analysis

=Threats (T)

Threats (T): Threat is an unfavorable situation or the
forces which will create negative effects in organizations

environment. Threats are uncontrollable. If threats are
in line with weaknesses it will increases the negative impact
on the efficiency and effectiveness of the organization.

Example for threat can be emergence of strong new
competitor, ever changing<technology, price wars and
reduction in the profit of industry.
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TOWS Matrix

Heinz Weihrich developed a matrix called TOWS matrix by
matching strengths and weaknesses of an organization with
the external opportunities and threats.

TOWS Analysis is an effective way of coming:

"|Internal strength with external opportunities and threats.

"|Internal weaknesses with external opportunities and threats
to develop a strategy.
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Strategic Options

Environmental (MAXI - MAXI) (MINI - MAXI)
Opportunities and SO WO
risks Strength can be used to The strategies developed need to
capitalize or build upon overcome organizational
existing or emerging weaknesses if existing or
opportunities. emerging opportunities are to be
exploited
Environmental (MAXI - MINI) (MINI - MINI)
Threats ST WT
Strength.in the organisation The strategies pursued must
can be used to minimize minimize or overcome
existing or emerging threats weaknesses and as far as

possible, cope with threats
existing or emerging threats

Maximum Minimum



TOWS matrix four distinct alternative kinds of
strategic choices can be identified.

SO (Maxi-Maxi): SO is a position that any firm would like to
achieve it. The strengths can be used to capitalize or build
upon existing or emerging opportunities. Such firms can take
lead from their strengths and utilize the resources to take the
competitive advantage.
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TOWS matrix four distinct alternative kinds of
strategic choices can be identified.

ST (Maxi-Mini): ST is a position in which a firm strives to
minimize existing or emerging threats through its strengths.
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TOWS matrix four distinct alternative kinds of
strategic choices can be identified.

WO (Mini-Maxi): The strategies developed need to
overcome organizational weaknesses if existing or emerging
opportunities are to be exploited to maximum.
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TOWS matrix four distinct alternative kinds of
strategic choices can be identified.

WT (Mini-Mini): WT is a position that any firm will try to
avoid. An organization facing external threats and internal
weaknesses may have to struggle for its survival. WT strategy
is a strategy which pursued to minimize or overcome
weaknesses and as far as possible, cope with existing or
emerging threats.
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General Electric Matrix ["Stop-Light" Strategy
Model]

This model has been used by General Electric Company
(developed by GE with the assistance of the consulting firm
McKinsey & Company).

®"This model is also known as Business Planning Matrix, GE
Nine-Cell Matrix and GE Model.
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General Electric Matrix ["Stop-Light" Strategy
Model]

The strategic planning approach in this model has been
inspired from traffic control lights.

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

*This model uses two factors while taking strategic decisions:
Business Strength and Market Attractiveness.

®"The vertical axis indicatesanarket attractiveness and the
horizontal axis shows the business strength in the industry.
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General Electric Matrix ["Stop-Light" Strategy
Model]

Red: Harvest or divest products;
stop investing in new products,
markets, or technology

Yellow: Hold market share

Green: Build market share; invest
in new products, market, or
technology
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General Electric Matrix ["Stop-Light" Strategy
Model]

sh@weet GE / McKINSEY MATRIX

THE MULTIFACTOR PORTFOLIO MATRIX

Strong Medium Low

MARKET
aHa 1923 ATTRACTIVENESS

Harvest Divest

Low

BUSINESS STRENGTH
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Elements of Macro Environment

Global Environment

It refers to the process of integration of the world into one
huge market.

It means what happens in one nation has an impact on
the occurrences in other countries.

It leads to an increased interdependence among nations.

This also implies free flow of goods and services, capital,
technology and labour across rietional boundaries.
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To be specific, a global company has three characteristics:

* Itis a conglomerate of multiple units (located in different
parts of the globe) but all linked by common ownership.

 Multiple units draw on a common pool of resources, such
as money, credit, information, patents, trade names and

control systems.

* The units respond to some common strategy. Besides, its
managers and shareholders are also based in different

nations.
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Elements of Macro Environment

Global Environment

There are three types of global companies and these are

1. A Multinational Company (MNC)

2. A Transnational Company (TNC)

3. Super-national Enterprise
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Elements of Macro Environment

Global Environment

A MultiNational Company (MNC)

* is a corporation enterprise that manages production or
delivers services in more than one country.

* It can also be referred to as an international corporation.

* |t own a home company and its subsidiaries.

* It have a centralized management system

It will face a barrier in decision making due to its
centralized management system.

Nike, Coca-cola, Wal-mart, Toshiba, Honda and BMW etc
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Elements of Macro Environment

Global Environment

A transnational Company (TNC)

Transnational companies do not have subsidiaries but just
many companies.

Transnational companies do not have a centralized
management system.

Transnational companies are able to gain more interest in
the local market since they meaintain their own systems
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Elements of Macro Environment

Global Environment

A Super-national Enterprise is a worldwide enterprise
chartered by a substantially non-political international body
such as IMF or World Bank

It could serve all nations without being especially attached
to any one of them. It operated as private business without
direct obligations.
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Strategic
Management
Process
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STRATEGIC PLANNING

Planning means deciding what needs to done in the future
(today, next week, next month, next year, over the next
couple of years, etc.) and generating blueprints for action.

Planning involves determination of the course of action to
attain the predetermined objectives. It bridges the gap
between where we are to where we want to go.
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Planning

According to Alford and Beatt

"Planning is the thinking process, the organized foresight,
the vision based on fact and experience that is required for
intelligent action."
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STRATEGIC PLANNING

Thus, planning is future oriented in nature.
Planning can be strategic or operational.

Strategic plans are made by the senior management for the
entire organization after taking into account the
organization's strength and weaknesses in the light of
opportunities and threats in the external environment. They
involve acquisition and allocation of resources for the
attainment of organisational objectives.
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STRATEGIC PLANNING

But operational plans on the other hand are made at the
middle and lower level management. They specify details on
how the resources are to be utilized efficiently for the
attainment of objectives.
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STRATEGIC PLANNING

It is the process of determining the objectives of the firm,
resources required to attain these objectives and formulation
of policies to govern the acquisition, use and disposition of
resources.
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Dealing with uncertainty

event that has inherent unpredictability. Information
gathering and additional analysis will not be able to reduce
the uncertainty.

Strategic uncertainty, which has far reaching implications, is a
key construct in strategy formulation.

A typical external analysis will emerge with dozens of
strategic uncertainties. To.be-manageable, they need to be
grouped into logical clusters-ei‘thiemes. It is then useful to
assess the importance of each cluster in order to set

Strategic uncertainty is represented by a future trend or
priorities with respect to Information gathering and analysis.
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Impact of uncertainty

Each element of strategic uncertainty involves potential
trends or events that could have an impact on present,
proposed, and even potential businesses. For example, a
trend toward natural foods may present opportunities for
juices for a firm producing aerated drinks on the basis of a
strategic uncertainty.
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Strategic Decision Making

Strategic decisions are different from all other day to day
decisions.

Decision making is a managerial process of selecting the best
course of action out of several alternative courses for the
purpose of accomplishment of the organizational goals.
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Strategic Decision Making

“The process of identifying and executing the organization's
strategic plan, by matching the company’s capabilities with
the demands of its environment”.

It is also defined as the process by which managers make a
choice of a set of strategies for the organisation that will

enable it to achieve better performance.

2/6/2019 10




Strategic Intent

A company exhibits strategic intent when it relentlessly
pursues an ambitious strategic objective and concentrates its
full resources and competitive actions on achieving that
objective.

Strategic intent to make quantum gains in competing against
key rivals and establish itself as a clear-cut winner in the
marketplace, often against long odds.
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Strategic Intent

Strategic intent refers to purposes of what the organization
strives for. Senior managers must define "what they want to
do" and "why they want to do". "Why they want to do"
represents strategic intent of the firm.

future success and growth of the enterprise, irrespective of
its nature and size.

Strategic intent gives-an.idea of what the

Clarity in strategic intent is extremely important for the
organization desires to attain in future.
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Strategic Intent

Strategic intent could be in the form of vision and mission
statements for the organisation at the corporate level.

Goals and Objectives

Business Model

Business Definition

Mission

Strategic
Intent




Vision, Mission and Objectives




Vision, Mission and Objectives
The Vision

Vision is a road map of a company’s future

Vision brings clarity about technology and customer focus,
the geographic and product markets to be pursued, the
capabilities it plans to develop, and the kind of company that
management is trying to create.

\




Vision, Mission and Objectives

The Vision

A strategic vision thus points an organization in a particular
direction, charts a strategic path for it to follow in preparing
for the future, and molds organizational identity.

A clearly articulated strategic vision communicates
management’s aspirations to stakeholders and helps steer
the energies of company personnel in a common direction.




Vision, Mission and Objectives
The Vision

"Whether
you think you can,

or you think you can'i,
you'‘re right.”

— Heaoary Forg ’

S

L
Henry Ford’s vision of Mery garage had power
because it captured the imagination of others, aided internal
efforts to mobilize the Ford Motor Company’s resources, and
served as a reference point for gauging the merits of the

company’s strategic actions.




Vision, Mission and Objectives

The Vision

Visions are important because they are the visualization of
the future situation in present condition.

Vision implies the blueprint of the company's future position.
It describes where the organisation wants to land. It depicts
the organization's aspirations and provides a glimpse of what
the organization would like to become in future. Every sub
system of the organization.is.reauired to follow its vision.
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Vision, Mission and Objectives

‘Shared Vision and ‘Vision Shared’

When the individuals are able to bring organizational vision
close to their hearts and minds they have "shared vision".

Shared vision is a force that creates a sense of commonality

that permeates the organization and gives coherence to
diverse activities.
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Vision, Mission and Objectives

‘Shared Vision and ‘Vision Shared’

'vision shared' shows imposition of vision from the top
management.

It may demand compliance rather than commitment. For
success of organizations having shared vision is better than
vision shared.
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Vision, Mission and Objectives

Mission Statfement

what's wrong with the world and
how you infend to fixit.

Vision Sfagaement =
What the world will look like after
you've finished changing it.

2/6/2019
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Vision, Mission and Objectives

The Mission

Mission statement provides the basic reason behind the
existence of organisation.

A good mission statement should be of precise, clear,
feasible, distinctive and motivating.

A company's mission statement is typically focused on its
present business scope - "who we are and what we do".
Mission statements broadly=idescribe an organizations
present capabilities, customer focus, activities, and business
UELE] o}
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The Mission

firm should raise and answer certain
concerning its business, such as:

basic questions

d W

nat is our mission?

d W

hat is our ultimate purpose?

d W

nat do we want to become?

d W

nat business are we in?

d W

nom do we intend to serve?

2/6/2019
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Vision, Mission and Objectives

The Mission

It represents the common purpose, which the entire firm
shares and pursues.

A mission is not a confidential affair to be confined at the
top; it has to be open to the entire company. All people are
supposed to draw meaning and direction from it.
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Understanding Mission and Purpose

Mission strictly refers to the particular needs of the society,
for instance, its information needs. Purpose relates to what
the organization strives to achieve in order to fulfil its mission
to the society.

A book publisher and a magazine editor are both engaged in
satisfying the information needs of society but they do it
through different means. A book publisher may aim at
producing excellent reading material while a magazine editor
may strive to present hewsSwanalysis in a balanced and
unbiased manner.
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Vision, Mission and Objectives

The Objectives and Goals

Business organization translates their vision and mission into
objectives.

Goals and objectives are the results to be achieved within a
specific time period.

They provide meaning and sense of direction to
organizational endeavour.

activity and for evaluating how the organization is

They also act as benchiriatks: #or guiding organizational
performing.
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Long-term objectives

Long-term objectives represent the results expected from
pursuing certain strategies. Strategies represent the actions
to be taken to accomplish long-term objectives. The time
frame for objectives and strategies should be consistent,
usually from two to five years. To achieve long-term
prosperity, strategic planners commonly establish long-term
objectives in seven areas.
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Long-term objectives

dProfitability

JProductivity

1 Competitive Position

JEmployee Development

1Technological Leadership

JEmployee Relations

JPublic Responsibility
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The Stages of Corporate Strategy Formulation
Implementation Process

Crafting and executing a company's strategy is a five-stage
managerial process as given below:

v'Developing a strategic vision

v Setting objectives

v'Crafting a strategy

v Implement chosen strateqy-efficiently and effectively

v’ Strategic Evaluation and Control
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Corporate
Level
Strategies



Strategic Alternatives

Glueck and Jauch Generic Strategic Alternative

Four ways -

=Stability

=Expansion,

sRetrenchment

®*Combinations.
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Strategic Alternatives

Stability Strategies

Stability strategy is not a 'do nothing' strategy.

A stability strategy is pursued by a firm when:

= |t continues to serve in the same or similar markets and
deals in same or similar products and services.

" The strategic decisions focus on incremental improvement
of functional performance
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Stability Strategies - Characteristics

o A firm opting for stability strategy stays with the same
business, same product- market posture and functions,
maintaining same level of effort as at present.

o Stability strategy does not involve a redefinition of the
business of the corporation.

o It is basically a safety-oriented, status quo oriented
strategy.

o It does not warrant much of fresh investments.

o It involves minor improvements in the product and its
packaging.

o The risk is also less.
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Strategic Alternatives

Major Reasons for Stability Strategy

= A product has reached the maturity stage of the product
life cycle.

" |tislessrisky as itinvolves less changes and the staff feels
comfortable with things as they are.

= The environment faced is relatively stable.

= Expansion may be perceived-as-being threatening.
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Strategic Alternatives

Expansion Strategy

It is often characterized by significant reformulation /
redefinition of goals and directions, major initiatives and
moves involving investments, exploration and onslaught
(attack) into new products, new technology and new
markets, innovative decisions and action programmes and so
on.

Expansion also includes diversitying, acquiring and merging
businesses. The strategy may take the enterprise along
relatively unknown and risky paths, full of promises and
pitfalls.
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Expansion Strategies - Characteristics

o ltis the opposite of stability strategy.

o It leads to business growth.

o It is a highly versatile strategy;
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Major Reasons for Growth/Expansion Strategy

v when environment demands increase in pace of activity.

v Expansion may lead to greater control over the market

v' Advantages from the experience curve and scale of
operations may accrue.
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Strategic Alternatives

Expansion Strategy

Expansion strategy includes

v’ Expansion through intensification / diversification
v Expansion through acquisitions and mergers
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Strategic Alternatives

Retrenchment Strategy

v'Retrenchment or retreat strategy is a defensive strategy.

vIt is followed by a firm when its performance is
disappointing or survival is at stake.
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Strategic Alternatives

Combination Strategies

v/Stability, Expansion and Retrenchment alternatives are not
mutually exclusive. Hence a combination thereof can be
adopted
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Expansion through intensification

Market penetration — in this strategy the firm directs its
resources to the profitable growth of a single product in a
single market and with a single technology. It is the most
common form of expansion in the current business.
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Expansion through intensification

Market development — this strategy involves marketing
existing products to customers in related market area, by
adding different channels of distribution or by changing the
content of advertising or promotional media.
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Expansion through intensification

Product development — this involves substantial modification
of the existing products or creation of new but related
products that can be marketed to current customers through
established channels.
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Expansion through Diversification

Diversification refers to the entry into new products or
product lines, new services or new markets, involving
substantially different skills, technology and knowledge.
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Expansion through Diversification

Innovation — innovation and creative firms look for
opportunities and challenges to grow, to venture into new
areas of activity and to break new frontiers with the zeal of
entrepreneurship. Diversification offers greater prospects of
growth and profitability for such active firms.
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Expansion through Diversification

Capacity utilisation — firms which have excess capacity or
capability in manufacturing facilities, investment funds,
marketing channels, competitive standing, market prestige
etc can diversify into new lines of activity.
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Expansion through Diversification

Synergy — sales and profit of existing products can be
improved by adding suitably related or new products,
because of linkages in technology and/or in markets.

Sy

f*gf

.L.
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Related Diversification

It is when a business adds or expands its existing
product lines or markets.

For example, a phone company that adds or expands its
wireless products and services by purchasing another
wireless company is engaging in related diversification.
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Unrelated Diversification

It is when a business adds or expands in the areas other than
its existing product lines or markets.
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Unrelated Diversification

Reasons or purposes for following unrelated diversification

*To manage and allocate cash flows

=To obtain high ROI

*To reduce risk by operating in multiple product markets

e To obtain tax benefits.
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Types of related Diversification

Vertical Integration Diversification

The expansion of the firm’s value chain to include activities
performed by suppliers and buyers, the degree of control
that firm exerts over supply of its inputs and the purchase of
Its output.
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Types of related Diversification

Vertical Integration Diversification

In vertical integration diversification, the firm engages in
businesses that are related to its existing businesses. The
firm remains vertically within the same product-process
chain.

Vertical integration may be in forward or backward direction.
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Types of related Diversification

Vertical Integration Diversification

Forward Integration

is a strategy that moves the firm down-stream into an
activity currently performs by the buyer.

Reliance Industries (owning refineries) diversified into petrol
pumps.
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Types of related Diversification

Vertical Integration Diversification

Backward Integration

is a strategy that moves the form up-stream into an activity
currently conducted by a supplier.

An automobile manufacturer diversifying into tyre
production.
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Types of related Diversification

Horizontal Integration Diversification

It involves addition or acquisition of one or more similar
businesses at the same stage of the production marketing
chain

ICICI Bank taking over Bank of Rajasthan.
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Types of related Diversification

Horizontal Integration Diversification

This can be achieved by ---

=Taking over competitors’ products

*Production of complementary products

"Entering in to repairs and servicing of products
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Types of related Diversification

Concentric Diversification

In this strategy the firm adds a new business which is linked
to the existing business through — (a) process, (b) technology
and (c) marketing.

Kotak Mahindra Bank gets into insurance and asset
management businesses.
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Types of related Diversification

Concentric Diversification

Concentric diversification differs from vertically integrated
diversification in the nature of the linkage the new product
has with the existing ones.

While in vertically integrated diversification, the new product
falls within the firm's current process-product chain, in
concentric diversification, there is a departure from this
vertical linkage.
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Types of unrelated Diversification

Conglomerate Diversification

This involves entering into new businesses/products which
are disjoined from the existing business/products in every
way. It is totally unrelated diversification.

Yash Birla Group (auto and engineering) decides to enter
wellness, solar power and schools.
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Retrenchment Strategy
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Retrenchment Strategy

a strategy used by corporation to reduce the diversification
or the overall size of the operations of the company.

This strategy is often used in order to cut expenses with the
goal of becoming a more financially stable business.

Typically the strategy involves withdrawing from certain
markets or the discontinuation of selling certain products or
service in order to make a beneficial turnaround.
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Retrenchment Strategy

Some examples of retrenchment

=Cutting back on capital and revenue expenditure, e.g. R & D
projects, advertising, executive perks etc

sReduction of inventory levels, production volumes,
manpower, and dividend rates etc

=Disposal and sale of manufacturing facilities and product
divisions

sOffering itself for takeover by another more viable
enterprise

2/6/2019 33



Retrenchment Strategy

Retrenchment may be done either —internally (i.e
Turnaround) or Externally (i.e Divestment and Liquidation)

d This strategy involves retrenchment/divestment of some
of the activities in a given business of the firm or sell-out
of some of the businesses as such.

J Divestment is to be viewed as an integral part of
corporate strategy without any stigma attached.

J Like expansion strategy, divestment strategy, too, involves
a redefinition of the business of the corporation.
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Retrenchment Strategy

Turnaround Strategy

Are those which are formulated by laying emphasis on
improving internal efficiency so as to bring about internal
retrenchment.
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Turnaround Strategy

Conditions or indicators

"Persistent negative cash flow

*Negative profits

=Declining market share

="Uncompetitive products or services

"Mismanagement




Retrenchment Strategy

Divestment Strategies

Divestment strategy involves the sale or liquidation of a
portion of business, or a major division, profit centre or SBU.
Divestment is usually a part of rehabilitation or restructuring
plan and is adopted when a turnaround has been attempted
but has proved to be unsuccessful.

The option of a turnaround may even be ignored if it is
obvious that divestment is the onlyanswer.
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Retrenchment Strategy

Compulsions for divestment can be many and varied, such
as -

=  QObsolescence of product/process

" Business becoming unprofitable and unviable

® |nability to cope up with cut throat competition

" Industry overcapacity

" Failure of existing strategy
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Retrenchment Strategy

Liquidation Strategies

A retrenchment strategy considered the most extreme and
unattractive is liquidation strategy, which involves closing
down a firm and selling its assets. It is considered as the last
resort because it leads to serious consequences.
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Merger and Acquisitions

MERGERS AND ACQUISITIONS
I v/\
> -~ —

actonond
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Merger

Merger is considered to be a process when two or more
companies come together to expand their business
operations. In such a case the deal gets finalized on friendly
terms and both the organizations share profits in the newly
created entity. In a merger two organizations combine to
increase their strength and financial gains along with
breaking the trade barriers.
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Types of Mergers

Horizontal merger: Horizontal mergers are combinations of
firms engaged in the same industry. It is a merger with a
direct competitor.

The principal objective behind this type of mergers is to
achieve economies of scale in the production process by
shedding duplication of installations and functions, widening
the line of products, decrease in working capital and fixed
assets investment, getting rid of competition and so on.
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Types of Mergers - Vertical merger

Vertical merger: It is a merger of two organizations that are
operating in the same industry but at different stages of
production or distribution system. This often leads to
increased synergies with the merging firms.
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Types of Mergers - Vertical merger

There are two types of vertical combinations — Forward
Integration — It happens when an organisation decodes to
take over its buyer organisations or distribution channels.

There are two types of vertical combinations — Backward
Integration — It happens when an organisation decides to
take over its supplier / producers of raw material.
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Types of Mergers - Co-generic merger

Co-generic merger: In Co-generic merger two or more
merging organizations are associated in some way or the
other related to the production processes, business markets,
or basic required technologies.

For example, organization in the white goods categories such
as refrigerators can diversify by merging with another
organization having business in kitchen appliances
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Types of Mergers - Conglomerate merger

Conglomerate merger: Conglomerate mergers are the
combination of organizations that are unrelated to each
other. There are no linkages with respect to customer groups,
customer functions and technologies being used
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Acquisition

When one organization takes over the other organization and
controls all its business operations, it is known as
acquisitions. An acquisition is also known as takeover

Acquisitions often happen during recession in economy or
during declining profit margins

2/6/2019 47



Expansion through Strategic Alliance

A strategic alliance is a relationship between two or more
businesses that enables each to achieve certain strategic
objectives which neither would be able to achieve on its
own.

and separate entities, share the benefits and control over the
partnership, and continue to make contributions to the
alliance until it is terminated.

Strategic alliances are often formed‘in the global marketplace
between businesses that are based in different regions of the

The strategic partners maintain their status as independent
world.
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Expansion through Strategic Alliance

A Starbucks-United Airlines alliance has resulted in their
coffee being offered on flights with the Starbucks logo on
the cups and a partnership with Kraft foods has resulted
in Starbucks coffee being marketed in grocery stores.

ICICI Bank and Vodafone India announces strategic
alliance to launch ‘m-pesa’

Y

Strategic alliance between Mahindra and Renault Limited
(2007)

A\

Strategic alliance between Microsoft India and TCS(2009):
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Advantages of Strategic Alliance

= Organizational

= Economic

= Strategic

= Political
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Disadvantages of Strategic Alliance

= Sharing
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Business
Level
Strategies



Introduction

An organization's core competencies should be focused on
satisfying customer needs or wants in order to achieve
organisational objectives.

This is done through businesses level strategies.
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Introduction

Under Business level strategies, detail actions taken to
provide value to customers and gain a competitive
advantage by exploiting core competencies in specific,
individual product or service markets.

Customers are the foundation of an organization's business-
level strategies.

Who will be served, what needs have to be met, and how

those needs will be satisfied are-determined by the senior

management.
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Business level strategy is concerned with
issues such as

 Meeting the needs of key customers.

 Achieving advantage over competitors.

 Avoiding competitive disadvantage
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Business level strategies are

the courses of action adopted by an organisation for each
of its businesses separately,

to serve identified customer groups and provide value to
the customers by satisfaction of their needs.
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Porter’s Five Forces Model - Competitive
Analysis
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Porter’s Five Forces Model - Competitive
Analysis

All industries are competitive; the nature of this competition
can differ significantly among industries.

Competition in the airline industry is somewhat cut throat
and occurs by way of price wars, whereas firms in printing
and imaging industries often compete through enhanced
product features and new models.
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Porter’s Five Forces Model - Competitive
Analysis

It is a powerful and widely used tool for systematically
diagnosing the significant competitive pressure in the
market and assessing their strength and importance.

This model holds that the state of competition in an industry
is @ composite of competitive pressures operating in five
areas of the overall market.
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Porter’s Five Forces Model - Competitive
Analysis

> Threat of new entrants

»Bargaining power of customers

» Bargaining power of suppliers

» Rivalry among current players

» Threats from substitutes
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How to determine Competitive forces -
Porter’s Five Forces Model

»Step 1:  Ildentify the specific competitive pressures
associated with each of the five forces.

Step 2: Evaluate how strong the pressures comprising
each of the five forces are (fierce, strong, moderate to
normal, or weak).

Step 3: Determine whether the collective strength of
the five competitive forcesiis=conducive to earning attractive
profits.

2/6/2019 10



Porter’s Five Forces Model - Competitive
Analysis

» Threat of new entrants

=Capital requirement

"Economies of scale

=sProduct differentiation

=Switching Costs

=Brand ldentity

mAccess to Distribution Channels

"Possibility of Aggressive Retaliation
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Porter’s Five Forces Model - Competitive
Analysis

» Bargaining power of customers

=Buyer knowledge

"Purchase size

=Functions of product - Medicines
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Porter’s Five Forces Model - Competitive
Analysis

» Bargaining power of suppliers

2/6/2019
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Porter’s Five Forces Model - Competitive
Analysis

» Nature of rivalry among current players

"Industry leader

*Number of competitors

=Fixed Costs

mExit Barriers

=sProduct Differentiation

=Slow Growth

2/6/2019

14




Porter’s Five Forces Model - Competitive
Analysis

> Threats from substitutes

=Digital Camera represents direct threat to traditional film
based camera
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Michael Porter’s Generic Strategies

Cost leadership, Differentiation, and Focus.
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Michael Porter’s Generic Strategies

Cost Leadership Strategies

This generic strateqy calls for being the low cost producer in
an industry for a given level of quality. The firm sells its
products either at average industry price to

earn a profit higher than that of rivals, or

below the average industry prices to gain
market share.
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Michael Porter’s Generic Strategies

Cost Leadership Strategies

A successful cost leadership strategy usually infuses the
entire firm, as evidenced by high efficiency, low overhead,
limited perks, intolerance of waste, intensive screening of
budget requests, wide spans of control, rewards linked to

cost containment, and broad employee participation in cost
control efforts.
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How to achieve Cost Leadership Strategy

=  Forecast the demand of a product or service promptly.

= Optimum utilization of the resources to get cost
advantages.

" Achieving economies of scale leads to lower per unit cost

" |nvest in cost saving technologies and try using advance
technology for smart working

= Resistance to differentiation-till-it becomes essential.
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Advantages of Cost Leadership Strategy

= Rivalry

= Buyers

= Suppliers

= Entrants

= Substitutes
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Disadvantages of Cost Leadership Strategy

Cost advantage may not be remaining for long as
competitors may also follow cost reduction technique.

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

Technology changes are a great threat to the cost leader.
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Michael Porter’s Generic Strategies

Differentiation Strategies

A differentiation strateqy calls for the development of a
product or service that offers unique attributes that are
valued by customers to be better than or different from the
products of the competition.

The uniqueness can be associated with product design,
brand image, features, technology, dealer network or
customer service. Because' of«differentiation, the business
can charge a premium for its product.
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Michael Porter’s Generic Strategies

Differentiation Strategies

A successful differentiation strategy allows a firm to charge a
higher price for its product and to gain customer loyalty
because consumers may become strongly attached to the
differentiation features.
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Michael Porter’s Generic Strategies

Differentiation Strategies

A successful differentiation strategy allows a firm to charge a
higher price for its product and to gain customer loyalty
because consumers may become strongly attached to the
differentiation features. Special features that differentiate
one's product can include superior service, spare parts

availability, engineering design, product performance, useful
life, gas mileage, or ease of use.
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Basis of Differentiation

Product

Innovative products that meet customer needs can be an
area where a company has an advantage over
competitors. The pursuit of new product offerings can be
costly - research and development, as well as production
and marketing costs can all add to the cost of production
and distribution. The payoff, however, can be great as
customer's flock to be among the first to have the new
product.
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Basis of Differentiation

= Pricing

" |t can fluctuate based on its supply and demand, and also
be influence by the customer's ideal value for the
product. Companies that differentiate based on product
price can either determine to offer the lowest price, or
can attempt to establish superiority through higher
prices.
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Basis of Differentiation

= Organisation

= QOrganisational differentiation is yet another form of
differentiation. Maximizing the power of a brand, or using
the specific advantages that an organization possesses
can be instrumental to a company's success. Location
advantage, name recognition and customer loyalty can all
provide additional ways for a company differentiate itself
from the competition.
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Achieving Differentiation Strategy

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

Elevate the performance of the product.

Offer the promise of high quality product/service for
buyer satisfaction.

Rapid product innovation.

Taking steps for enhancing image and its brand value.

Fixing product prices based-on-the unique features of the
product and buying capacity of the customer.
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Advantages of Differentiation Strategy

Rivalry

Buyers

Suppliers

Entrants

Substitutes
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Disadvantages of Differentiation Strategy

" |nlong term, unigueness is difficult to sustain.

= Charging too high a price for differentiated features may
cause the customer to switch-off to another alternative.

= Differentiation fails to work if its basis is something that is
not valued by the customers.
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Michael Porter’s Generic Strategies

Focus Strategies

The focus strategy concentrates on a particular group of
customers or a particular product line segment and within
that segment attempts to achieve a cost advantage or
differentiation.

Focus strategies are most effective when consumers have
distinctive preferences or requirements and when rival firms
are not attempting to specialize-in‘the same target segment.
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Focused cost leadership

A focused cost leadership strategy requires competing based
on price to target a narrow market. A firm that follows this
strategy does not necessarily charge the lowest prices in the
industry. Instead, it charges low prices relative to other firms
that compete within the target market. Firms that compete

based on price and target a narrow market are following a
focused cost leadership strategy.
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Focused differentiation

A focused differentiation strategy requires offering unique
features that fulfill the demands of a narrow market. As with
a focused low-cost strategy, narrow markets are defined in
different ways in different settings. Some firms using a
focused differentiation strategy concentrate their efforts on a

particular sales channel, such as selling over the internet
only.
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Focused differentiation

Others target particular demographic groups. Firms that
compete based on uniqueness and target a narrow market
are following a focused differentiations strategy. For example,
Rolls-Royce sells limited number of high-end, custom-built
cars.
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Achieving Focused cost leadership /
differentiation Strategy

Selecting specific niches which are not covered by cost
leaders and differentiators.

Creating superior skills for catering to such niche markets.

Generating high efficiencies for serving such niche
markets.

Developing innovative ways in managing the value chain.
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Advantages of Focused Strategy

" Premium prices can be charged by the organisations for
their focused product/ services.

" rivals and new entrants may find it difficult to compete.
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Disadvantages of Focused Strategy

= The firms lacking in distinctive competencies may not be
able to pursue focus strategy.

= Due to the limited demand of product/services, costs are
nigh which can cause problems.

*" Inlong run, the niche could disappear or be taken over by

arger competitors by acquiring the same distinctive
competencies.
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Best-Cost Provider Strategy

Although all of the techniques discussed above involve
generic strategies, the phrase is most often associated with
Porter’s framework or Best-Cost Provider Strategy. It is an
extension of Michael Porter’s Generic Strategies.

It offers more value for the money to the customers by either

"Providing comparable feature at lower rates than the
competitors

"Providing better features at same prices as the rivals’
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Eeormulation



Functional strategies play t
iImportant roles.

@ Firstly, they provide support to the overall busi
strategy.

@ Secondly, they spell out as to how functi
managers will work so as to ensure b
performance in their respective functional areas.




Reasons Why Functional Strat
needed

@ Aimed at making the strategies-formulated at t
management level-practically feasible at
functional level.

@ Provide flow of strategic decisions

JKSC



Reasons Why Functional Strat
needed

@ The time spent by functional managers in dec
making is reduced

@ Help in bringing harmony and coordination

@ Similar situations occurring in different functi
areas are handled in a consistent manner

JKSC



Marketing Strategy Formulatio

Marketing starts with customers and en
customers.



@ Marketing Is a process which brings pro
consumers near in a manner which is bene
both I.e. consumer and business organization.

@ It simply means taking product and consumers
same platform where consumers want to purc
the product and business enterprise want to sale.

@ A good marketing plan revolves around an

efficient, flexible and adaptable

marketing strateqy.




What Is Marketing?

Marketing is the value of a product or service f
purpose of selling that product or service.

Understanding your customer’s values will le
develop products and services that can provide
profit-potential for your business.
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Marketing Strateqgy

Marketing strategy refers to actions for deve
pricing, distributing and promoting product
meet the needs of specific customer group
determines the best use of the company resourc
formulate an action plan to meet its objectives.

JKSC




Organisation should ask following question
before adopting any marketing strategy

@ How will each of the products and services o



@ What do they understand the value of the p

@ Have you delivered on promises in the past a
you be able to deliver on the ones you make to

JKSC
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The Marketing Process

Marketing process is the entire sequence of man
and operational activities required to creat
sustain effective marketing strategies. Steps t
iInvolved in the marketing process are:

Step | : | | Market Segmentation

Step Il : | | Market Targeting

Step Il : || Market Positioning




Marketing Mix

@ The Marketing Mix Is a set of four decisions
need to be taken before launching any new pro

@ Variables are also known as the 4 P’s of marketi

@ The 4 P’s are from a marketer’'s angle.
translated to the perspective of buyers, they ma
termed as 4 C’s.

@ Product may be referiedas customer solu
price as customer cost, place as conv
and promotion as communication.




Product (Customer Solution)

It stands for the “goods-and-service” combinati
company offers to the target market.

@ Strategies are needed for managing existing pro
over time adding new ones and dropping f
products.

@ Products can be differentiated on the basis of si
shape, colour, packaging; nd names, after-sa
service and so on. “?R%l%?




Price (Customer Cost) :

Price stands for the amount of money customer
to pay to obtain the product.

The price of a product Is itsS composite expression
value and utility to the customer, its demand, qu
reliability, safety, the competition it faces, the des
profit and so on.
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For a new product an organizatio
either choose to skim or penetrat
market.

@ In skimming prices

@ In penetration firm

JKSC



Place (Convenience)

@ The distribution policies of a company are impo
determinants of the functions of marketing.

@ Place stands for company activities that make the
product available to target consumers.

@ One of the most basic marketing decisions
choosing the most appropriate marketing channel

JKSC



Promotion (Communication)

& Promotion stands for activities that comm

the merits of the product and persuade
consumers to buy it.

@ Strategies are needed to combine indivi
methods such as advertising, personal selling,
sales promotion into a coordinated campaign.

JKSC



There are at least four major dire
promotional methods or tools

@ Personal selling
@ Advertising

@ Publicity
@ Sales promotion JKSC




There are at least four major dire
promotional methods or tools

@ Personal selling

@ Personal selling is one of the oldest forms of promotion
Involves face-to-face interaction of sales force with
prospective customers and provides a high degree
personal attention to them. In personal selling, o
communication is made with potential buyers of a prod

with the intention of makinigfga@




There are at least four major dire
promotional methods or tools

@ Advertising

@ Advertising is a non-personal, highly flexible a
dynamic promotional method. The media for advertisi
are several such as pamphlets, brochures, newspape
magazines, hoardings, display boards, radio, television a
iInternet. Choice of appropriate media IS _important

effectiveness of the mess%The media may be lo
regional, or national. )




There are at least four major dire
promotional methods or tools

o Publicity

@ Publicity is communication of a product, brand or busin
by placing information about it in the media without payi
for the time or media space directly. Thus it is way
reaching customers with negligible cost. Basic tools
publicity are press releases, press conferences, repo
stories, and internet rele ese releases must be
Interest to the public. ?{% @




There are at least four major dire
promotional methods or tools

@ Sales promotion

@ Sales promotion is the process of persuading a poten
customer to buy the product. Sales promotion is designed
be used as a short term tactic to boost sales — it is rar
suitable as a method of building long term customer loya
Some sales promotions are aimed at consumers. Oth
targeted at intermediaries ﬁga@e firm’s sales force.



Expanded Marketing Mi

All organizations use a combination of 4 P’s In
form or the other. However, the above eleme
marketing mix are not exhaustive. A few new P’s a
follows :-

@ People

@ Physical evidence

JKSC
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Marketing Strategy Techniques

Q@

Q@

Social Marketing

It refers to the design, implementation, and con
of programs seeking to increase the acceptability
a social ideas, cause, or practice among a tar

group.
For instance, the publicity campaign for prohibiti

of smoking in Delhi.explained the place Where
can and can’t smoke in Delhi



Marketing Strategy Techniques

@ Social Marketing

3 long
“ - can
.- 1 you
l ive?
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@ Augmented Marketing

@ It is provision of additional customer services

Marketing Strategy Techniques

benefits built around the care and actual produ
that relate to introduction of hi-tech services Ii
movies on demand, on-line computer rep
services, secretarial services, etc. Such innovati
offerings provide a set of benefits that promise
elevate customer servieceto/unprecedented levels



@ Augmented Marketing

@ Augmented marketing is the idea of adding valu

Marketing Strategy Techniques

a proposition via an additional, innovative offer.
word ‘'augmented’ means “having been ma
greater in size or value”. So by laying on ex

benefits, augmented marketing Increases t
chances of a sale.
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Marketing Strategy Techniques

@ Direct Marketing

@ Marketing through various advertising media
Interact directly with consumers, generally call
for the consumer to make a direct response. Dir
marketing includes catalogue selling, m
telecommuting, electronic marketing, shopping, a

TV shopping
KSC




Marketing Strategy Techniques

.
.

Relationship Marketing

The process of creating, maintaining,
enhancing strong, value-laden relationships
customers and other stakeholder.

For example, Airlines offer special lounges at maj
airports for frequent flyers. Thus, providing spec
benefits to select customers to strength bonds.
will go a long way in bum%]éielationships




Marketing Strategy Techniques

@ Services Marketing

@ It is applying the concepts, tools, and technigue
marketing to services. Services IS any activity
benefit that one party can offer to another that
essentially intangible and does not result in t
banking, savings, retailing, educational.

@ It may mcl_ude aII_ types of hospitality services,
rental services, air trave[',—"l@alth care services
professional services.



Marketing Strategy Techniques

.
.

Person Marketing

People are also marketed. Person marke
consists of activities undertaken to create, maint
or change attitudes and behaviour towar
particular person.

For example, politicians, sports stars, film sta
professional I.e., market themselves to get votes,
to promote their careers and income



Marketing Strategy Techniques

@ Person Marketing
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@ Organization Marketing

@ It consists of activities undertaken to cre

Marketing Strategy Techniques

maintain, or change attitudes and behavior of tar
audiences towards an organization. Both profit a

non-profit organizations practice organizati
marketing

JKSC



@ Organization Marketing

Thank you for 100 years of competition. @

The previous 30 years were actually a bit boring.



Marketing Strategy Techniques

@ Place Marketing

@ Place marketing involves activities undertake
create, maintain, or change attitudes and beha
towards particular places say, business si
marketing, tourism marketing

JKSC




Marketing Strategy Techniques

@ Differential Marketing

@ A market-coverage strategy in which a firm deci

to target several market segments and desi
separate offer for each.

@ For example, Hindustan Unilever Limited h
Lifebuoy, Lux and Rexona in popular segm
and Dove and Pears ir{%e@ium segment




Marketing Strategy Techniques

@ Synchro - marketing

@ When the demand for the product is irregular due to
season, some parts of the day, or on hour basis,
causing idle capacity or overworked capacities,

Synchro-marketing can be used to find ways to

alter the same pattern of demand through
flexible pricing, promotion, and other incentives. F
example, products such-as. movie tickets can
sold at lower price over week days to gener
demand




Marketing Strategy Techniques

@ Concentrated Marketing

@ A market-coverage strategy in which a firm g
after a large share of one or few sub-markets



Marketing Strategy Techniques

@ Demarketing

@ Marketing strategies to reduce demand temporarily
or permanently-the aim is not to destroy demand, but
only to reduce or shift it. This happens when there'is
overfull demand. For example, buses are
overloaded in the morning and evening, roads a
busy for most of times, zoological parks are ov
crowded on SaturdaysSundays and holidays. H
demarketing can be applied to regulate demand




Marketing Strategy Techniques

@ Enlightened Marketing

A marketing philosophy holding that a compa
marketing should support the best long-

performance of the marketing system,; It Is brok
down into five principles:

ecustomer-oriented marketing,
‘Innovative mgrketlng, (SC
*value marketing,
*sense-of-mission marketing, and
societal marketing



Financial Strategy Formulation

These are acquiring needed capital/sources o
developing projected financial statements / bu
management / usage of funds, and evaluating the
of a business.



Acquiring capital to 1mp
strategies / sources of funds.

@ Besides net profit from operations and the s
assets, two basic sources of capital for
organization are debt and equity.

@ Determining an appropriate mix of debt and equit
a firm's capital structure can be vital to succes
strategy implementation.
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Projected financial stateme
preparing budgets:

@ A financial budget Is also a document that d
how funds will be obtained and spent for a spe
period of time.

@ Annual budgets are most common, although

period of time for a budget can range from one da
more than ten years.

JKSC

@ There are almost as many different types of fi
budgets as there are types of organizations



@ Some common types of budgets incl

OUC
OUC
OUC

OUC

gets, operating budgets, sales budget
gets, factory budgets, capital budgets, e
gets, divisional budgets, variable budgets, fl
gets, and fixed budgets.



Financial budgets have some limitatio

o

o

Cumbersome - Abudget is a tool and not an
itself.

Over budgeting or under budgeting can
problems.

A budget is a tool and not an end In itself.

budgets can hide inefficiencies iIf based solely
precedent rather than on periodic evaluation
circumstances and standards.

budgets are sometimessg;ed as Instrument
tyranny that result In frustration, rese
absenteeism, and high turnover.



@ The Important factors regarding which plan

Management / usage of funds:

policies are to be made are: capital investment;
asset acquisition; current assets; loans
advances; dividend decisions; and relationship
shareholders.

Usage of funds is important since it relates to
efficiency and effectiveness of resource utilizatio
the process of strategm@nentation.



Management / usage of funds:

@ The management of funds is an important area of
financial strategies. It basically deals with decisions

related to the systemic aspects of financial
management.

@ The major factors regarding which plans and policies
related to the management of funds have to be m
are: the systems  of _finance, accounting,
budgeting; management control system; cash, cr
and risk management; cost control and redu
and tax planning and advantages.




Evaluating the worth of a busin

Methods for determining a business’s wort



Net Worth Method:

@ The first approach In evaluating the wort
business is determining its net worth or stockho
equity.

@ Net worth represents the sum of common st
additional paid-in capital, and retained earnings.

@ After calculating net worth, add or subtract
appropriate amount for goodwill and overvalue
undervalued assets. This tétal provides a reason
estimate of a firm's monetary value. |



Capitalisation of Earnings:

@ The worth of business may be taken as certain
the firm’s current annual profit.

@ Alternatively net profits may be divided

capitalisation rate or overall cost of capital
compute the value of business.

JKSC



Market Price Method:

o

The third approach, letting the market determin
business's worth, involves three methods.

First, base the firm's worth on the selling price of
similar company.

The second approach is called the price-earning
ratio method.

The third approacM%SeGalled the outst
shares method.



Market Price Method:

@ The second approach is called the price-e
ratio method. To use this method, divide the
price of the firm's common stock by the a
earnings per share and multiply this number by
firm's average net income for the past five years.

JKSC



Market Price Method:

@ The third approach can be called the outstan
shares method.
@ To use this method, simply multiply the numb
shares outstanding by the market price per share
add a premium. The premium is simply a per-s
amount that a person or firm iIs willing to pa
control (acquire) the other company.

KSC




Production Strategy Formulati

The strategy related to various aspects of pro
system, operational planning and control, and res
and development (R&D) are called Production strat



Production System:

The production system Is concerned with the ca
location, layout, product or service design,
systems, degree of automation, extent of ve
integration, and such factors.



Operations Planning and Contr

Strategies related to operations planning and cont
concerned with aggregate production planning; mat
supply; inventory, cost, and quality management,
maintenance of plant and equipment.






Logistic Management

Organizations try to keep the cost of trans
materials as low as possible consistent with saf
reliable delivery. Supply chain management hel
logistics and enables a company to have con
contact with its distribution team, which could consi
trucks, trains, or any other mode of transportation.

JKSC



For a business organization effective logistic st
iInvolve raising and finding solutions to the followi
guestions:

@ Which sources of raw materials and component

@ How many manufacturing locations are th
207272272727

@ What products are being made at
manufacturing IocatieHK???ﬁ. 27"



What modes of transportation should be use

JKSC



Some examples of how logistics can help a bus
as follows:

Cost savings.

Reduced inventory.

Improved delivery time

Q

Q

@ Reduced inventory wastages.
Q

@ Customer satisfaction KSC
Q

Competitive advantage



Supply chain management :

What is Supply chain ?

A supply chain is a network of facilities and distrib
options that performs the functions of procureme
materials, transformation of these materials
iIntermediate and finished products and the distributio
these finished products to customers. It refers to
linkages between supplier manufacturers

customers. Supply chainggri-‘;)lves all activities
sourcing and procurement of material, conversi
logistics.



What is Supply Chain Manage

Supply chain management is defined as the proc
planning, implementing, and controlling the supply
operations. It encompasses all movement and stora
raw materials, work-in-process inventory, and fini
goods from point-of-origin to point-of-consumptio



Research & Development :

Research and development (R&D) personnel c
an integral part In strategy implementation.
iIndividuals are generally charged with developing
products and improving old products in a way tha
allow effective strategy implementation.

Research & .
Development




R & D policies can enhance strat
Implementation efforts to:

o
o
o
.
.

o

Emphasize product or process improvements.
Stress basic or applied research.

Be leaders or followers in R&D.

Develop robotics or manual-type processes.

Spend a high, average, or low amount of mone
R&D.

Perform R&D within the firm or to contract,
outside firms.

Use university researchers or
researchers.



Guidelines for make or outsource

If the rate of technical progress is slow, the
market growth Is moderate, and there
significant barriers to possible new entrants, the
house R&D is the preferred solution.

If technology is changing slowly but the mark
growing quickly, there generally is not enough t
for in-house development.

If both technical progress_and market growth
fast, R&D expertise should be obtained t
acquisition of a well-established firm in the |



Human Resource Strategy Formul

Human Resource Strategies are related t
assessing the staffing needs, their recrul
selection, training, development, competition, motiv
employees’ healthcare etc.




The role of human resources
The following points should be kept In

@ Recruitment and selection.
@ Training.
@ Appraisal of performance.

@ Compensation.

JKSC




Strategy and Human Re
Management / Strategic Role of H
Resource Management:

@ Providing purposeful direction.
@ Creating competitive atmosphere.

@ Facilitation of change.

@ Diversity of WorkaU:KSC



Strategy and Human Re
Management / Strategic Role of H
Resource Management:

@ Empowerment of human resources .

@ Building core competency.

@ Development of works ethics and culture core

JKSC



Organisational

Structure




Organisation  Structure dﬁd
Strategy Implementation

@ Organisational structure is typically hierarchical
arrangement of lines of authority, communications,
rights and duties of an organisation. Organisational
structure determines how the roles, power and

responsibilities are assigned, controlled and
coordinated and how information flows between
the different levels of management.




Organisation  Structure .d.nd
Strategy Implementation

@ A structure depends on the organisation’s
objectives and strategy. In a centralized structure
the top layer of management has most of the
decision making power and has tight control over

departments and divisions. In a decenftralized
structure, the decision making power is distributed
and departments and divisions may have different
degrees of independence.




An organisation is structured for two
main reasons:

» Structure dictates how resources will
be allocated.

®» Structure dictates how objectives and

policies will be established.




» There is no single optimal organisational
design or structure for a given strategy of
type of organisation.

» What is appropriate for one organiastion
may not be appropriate for a similar
firm, although successful firms in a given

indusiry do tend to organize themselves
in a similar way.




» Small firms tend to be functionally
structured (Centralised).

» Medium sized firms tend to be
divisionally siructured (deceniralized).

» Large firms tend to use SBU (Strategic
Business Unit) or maitrix structures.




Chandler’s Sfrategy-SfruéiOr
Relationship :

» Changes in the corporate strategy
preceded and led to changes in an
organisations structure.

» Organisations siructures follow the
growth strategies of firms.

% Growth strategies tended to follow s
certain patterns.




Chandler’s Strategy-Structure :

New Organizational
— administrative —=J performance
problems emerge declines

New strategy
is formed

A new
organizational
structure is

established

Organizational
---@| performance
improves




Simple Structure

Simple organizational structure is most appropriate for
companies that follow a singlebusiness strategy and offer a
line of products in a single geographic market.

A simple structure is an organizational form in which the
ownher-manager makes all major decisions directly and
monitors all activities, while the company's staff merely

serves as an executor.

2/8/2019



Simple Structure

unsophisticated information systems and direct involvement
of owner-manager in all phases of day-to-day operations
characterise the simple structure.

In the simple structure, communication is frequent and
direct, and new products tend to be introduced to the

Little specialization of tasks, few rules, little formalization,
market quickly, which can result in a competitive advantage.

Because of these characteristics,.few of the coordination
problems that are common'in-larger organizations exist.

2/8/2019 10



Simple Structure

Potential competitive advantages include a broad-based

ability to respond more rapidly to environmental changes.

In the simple structure, communication is frequent and
direct, and new products tend to be introduced to the

openness to innovation, greater structural flexibility, and an
market quickly, which can result in a competitive advantage.

Because of these characteristics, few of the coordination
problems that are common.in-larger.organizations exist.

2/8/2019 11



Functional Structure :

Board of Directors

Research and
Development

Production

Marketing

Human
Resources

Infarmation
Technology

Finance and
Adrmministration

Staff

Staff

Staff

Staff

Staff

Staff

Staff

Staff

Staff

Staff

Staff

Staff




Functional Structure :

Functional organisational structure is a hierarchical
type of organisational structure. In this structure —

» People are grouped as per their area of specialisation.

» Supervised by a functional manager with expertise in
the same field.




Functional Structure :

This is done to effectively utilise the skills of the people and
to achieve the organisation’s objective.

In functional organisation the organisation is divided into
various specific departments; e.g. human resource,
marketing, finance and operations etc. each department
will have its own department head who will be responsible
for the performance of this section. It helps a lot to control
the quality and uniformity of perfarmance.




Advantages :

Promotes specialisation of employees based on their
skills.

Workers are very skilled and efficient because they
are experienced in same type of work.

Minimize the need for an elaborate control system.

Allows quick decision making.




Advantages :

.

.

.

Expert can manage each department since all jobs are
specialized activities and require specialists.

Better supervision since an individual manager
becomes familiar with related tasks and activities.

Better co-ordination due to specialisation and
efficiency among the various departments.




Disadvantages :

Forces accountability to the top.

Minimises career development opportunities.

Low employee morale.

Creates line-staff conflicts.




Disadvantages :

» Poor delegation of authority.
Inadequate planning for products and markets.

Difference in functional specialisation and orientation
creates problems in communications and co-ordinations

Specialists may develop narrow perspective, losing
sight of the company’s strategic vision and mission.




Divisional Structure :

The divisional organization structure is more suited to every
large enterprise particularly those which deal in multiple
products to serve more than one distinctive markets. The
organisation is then divided in to small business units which
are entrusted with the business related to different products

or different markets territories.




Divisional Structure :

In other words, independent divisions (product or market
diviosn) are created under the overall control of the head
office. Each divisional manager is given autonomy to run all
functions relating to the product or market segment or
regional market. Thus each division may have a number of
supporting functions to undertake.




A divisional structure may consist of
the following divisions :

®» Divisional by Geographic Area — to promote local
participation in decisions making and improved co-
ordination.

®» Divisional by product — to emphasise on specifi
product and services which differ substantially.

» Divisional by customers - to cater to the needs of
defined customer groups.




A divisional structure may consist of
the following divisions :

®» Divisional by process — similar to a functional
structure but divisions are also responsible for
revenue generation.




Advantages :

Promote accountability since division managers can
be held responsible for sales and profit levels.

Employee morale is comparatively higher
Career development opportunities for managers

Allow better control of local situations

Competitive climate
Allow new business and products to be added easily.




Disadvantage :

Each division will require a functional specialist.
Duplication of staff workers and services.

Requires an elaborate headquarters-driven control
system which may be costly.

Certain regions, products or customers may receive

special treatment and develop inconsistent traits /
practices when compared to the Company’s overall

policy.




Multi Divisional Structure

Multidivisional (M-form) structure is composed of operating
divisions where each division represents a separate business
to which the top corporate officer delegates responsibility for
day-to-day operations and business unit strategy to division

managers.
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Multidivisional structure calls for:

 Creating separate divisions, each representing a distinct
business

e Each division would house its functional hierarchy

e Division managers would be given responsibility for
managing day-to-day operations

A small corporate office that would determine the long-
term strategic direction of the firm and exercise overall
financial control over the semi-autonomous divisions.

2/8/2019 26



Multi Divisional Structure

This would enable the firm to more accurately monitor the
performance of individual businesses, simplifying control
problems, facilitate comparisons between divisions,
improving the allocation of resources and stimulate
managers of poorly performing divisions to seek ways to
improve performance.

2/8/2019 27




Multi Divisional Structure

This would enable the firm to more accurately monitor the
performance of individual businesses, simplifying control
problems, facilitate comparisons between divisions,
improving the allocation of resources and stimulate
managers of poorly performing divisions to seek ways to
improve performance.

2/8/2019 28




Strategic Business Unit (SBU) :

The SBU structure is composed of operating units where
each unit represents a separate business to which the
top corporate officer delegates responsibility for day-to-
day operations and business unit strategy to its managers.
It Is an extension of the divisional structure. By such
delegation, the corporate office Is responsible for
formulating and implementing overall corporate strategy
and manages SBUs through strategic and financial
controls.




Strategic Business Unit (SBU) :

Hence, the SBU structure groups similar divisions into
strategic business units and delegates authority and
responsibility for each unit to a senior executive who
reports directly to the chief executive officer. This change in
structure can facilitate strategy Implementation by

Improving coordination between similar divisions and
channeling accountability to distinct business units.




SBU Structure :

A strategic business unit (SBU) structure consists of at
least three levels, with a corporate headquarters at the
top, SBU groups at the second level, and divisions

grouped by relatedness within each SBU at the third
level.




Advantages :

» Within each SBU divisions producing similar products
and / or using similar technologies can be organised to
achieve synergy.

Each SBU is treated as profit centers, they react quickly
to environmental changes.

Corporate headquarters can concentrate on strategic
planning rather than operational control.




Advantages :

Improved co-ordination, harmony and orderliness in
operations.

SBU promotes accountability

Enables the company to monitor the performance of

Individuals businesses, simplifying control problems.
It facilitates comparisons between divisions.




Disadvantages :

It requires additional level of management, which
Increase salary expenses.

The role and autonomy of the group Vice President can
be difficult to define.

Unhealthy competition for corporate resources.




Matrix Structure :

This Is another type of structure which aims at combining
the advantages of vertical and horizontal flows of
authority and communication (hence the term Matrix).
In the matrix organisation structure, there are functional
departments with specialized personnel are deputed to
work full time In different projects; sometimes in more than
one projects under the overall guidance and direction of
project managers.




Matrix Structure :

These employees are assigned temporarily to one or more
projects or project units which are temporary. They report to
the project manager, during the period of their assignment
to that project. Thus employees have two superiors-

®» Functional Manager (Vertical Flow)
®» Project or Product manager (Horizontal Flow)




For development of matrix structure
Davis and Lawrence, have
proposed three distinct phases

w# Cross-functional task forces :

It is initially used when a new product line is being
Introduced. A project manager is in charge as the key
horizontal link.




For development of matrix structure
Davis and Lawrence, have
proposed three distinct phases

w# Product/brand management :
If the cross-functional task forces become more

permanent, the project manager becomes a
product or brand manager and a second phase
beqgins. In this arrangement, function is still the
primary organizational structure, but product or brand
managers act as the integrators of semi permanent
products or brands.




For development of matrix structure
Davis and Lawrence, have
proposed three distinct phases :

w# Mature matrix :

The third and final phase of matrix development
Involves a true dual-authority structure. All employees
are connected to both a vertical functional superior
and a horizontal product manager. Functional and
product managers have equal authority and must work
well together to resolve disagreements over resources
and priorities.




Advantages :

Useful for specialized industries like construction,
healthcare, research and defense.

Project objectives are clear.

Many channels of communication and employees can
see they visible results of their work.

Shutting down a project is accomplished relatively easily




Disadvantages :

Higher employee cost due to more management
positions.

Complexity due to horizontal and vertical flows of
authority and communication.

Dual lines of authority, violating the unity of
command principle.




Disadvantages :

Dual reporting channels, leading to chaos and
confusion.

Sharing of authority, leading to conflicts between
managers.

Conflicts in resource allocation decisions.




Network Structure :

The network structure is an example of what could be
termed a "non-structure" by its virtual elimination of in
house business functions. Many activities are outsourced.
A corporation organized in this manner is often called a
virtual organization.

®» The network structure becomes most useful when the
environment of a firm is unstable and is expected to

remain so.




Network Structure :

®» The network organization is a series of independent
firms or business units linked together by computers in
an information system that designs, produces, and
markets a product or service.

A corporation organized in this manner is often called a

virtual organization because it is composed of a
series of project groups or collaborations linked by
constantly changing  .noen-hterarchical, cobweb-like
networks.




Network Structure :

» Instead of having salaried employees, it may contract
with people for a specific project or length of time.

» Instead being located in a single building or area, an
organization's business functions are scattered
worldwide.

The organization is, in effect, only a shell, with a small
headquarters acting as a "broker", electronically
connected to some;.completely owned divisions,
partially owned subsidiaries, and other independent
companies.




Advantages :

Most useful when the environment of a firm is unstable.
Strong need for innovation and quick response.

More flexibility and responsiveness to cope with rapid
technological changes.

Allows a company to concentrate on its own
competencies through outsourcing.




Disadvantages

» Availability of numerous potential partners can be a
source of trouble.

» Contracting out functions may keep the firm away
from developing own human resources.

®» If a particular firm overspecializes on only a few

functions it runs the risk of choosing the wrong functions
and thus becoming non-competitive.




Hourglass Structure

Wide at the top

Narrow at the middle

\\\Wudest at the bottom




Hourglass Structure

» |In the recent years information technology and
communications have significantly altered the
functioning of organizations.

The role played by middle management s
diminishing as the tasks performed by them are

increasingly being replaced by the technological
tools.

Hourglass organization structure consists of three
layers with constricted middle layer.




Hourglass Structure

» The structure has a short and narrow middle-
management level.

» Information technology links the top and bottom
levels in the organization taking away many tasks

that are performed by the middle level managers.

» A shrunken middle layer coordinates diverse lower
level activities.




Hourglass Structure

» Contrary to traditional middle level managers who
are often specialist, the managers in the hourglass
structure are generalists and perform wide variety
of tasks.

They would be handling cross-functional issues
emanating such as those from marketing, finance
or production.




Hourglass Structure

Hourglass structure has obvious benefit of reduced
costs. It also helps in enhancing responsiveness by
simplifying decision making. Decision making
authority is shifted close to the source of information
so that it is faster. However, with the reduced size of

middle management the promotion opportunities for
the lower levels diminish significantly.




Leadership and strategy
Implementation :

Strategic leaders those at the top of the company but othe
commonly recognised strategic leaders includes members
of the board of directors, top management team and division
general managers. The ability to manage human capital

may be the most critical skill that a strategic leade
pOSSesses.




Roles played by Strategic Leader :

Staying on top of what is happening, closely monitoring
progress, ferreting out issues, and learning what
obstacles lie in the path of good execution.

Promoting a culture and esprit de corps (Morals)

Exercising ethics leadership

Pushing corrective actions to Improve strategy
execution and overall perfarmance.




Responsibilities of Strategic Leader

Managing human
Sustaining high performance over time.

Being wiling to make candid, courageous, Yyet
pragmatic, decisions.

Seeking feedback through face-to-face communications.

Having decision-making responsibilities that cannot be
delegated.




Transformational leadership style :

B Transformational leadership style use charisma and
enthusiasm to inspire people to exert them for the good
of the organization.

B Transformational leadership style may be appropriate in
turbulent environments, in industries at the very start or

end of their life-cycles, Iin poorly performing
organizations when there i1s a need to inspire a
company to embrace major changes.

B Transformational leaders offer excitement, vision,
Intellectual stimulation and personal satisfaction.




Transactional leadership style :

B Transactional leadership style more likely to be
associated with improving the current situation.

B Transactional leaders try to build on the existing culture
and enhance current practices. such as pay and status.

B They prefer a more formalized approach to motivation,
setting clear goals with explicit rewards or penalties for
achievement or non-achievement.




Building a Sfrdfegy-Suppoﬁi\r
Corporate Culture :

What is Corporate Culture ?

It refers to a collection of factors internal to work
environment including a company’'s value, beliefs,
business principles, tfraditions, ways of operating,
philosophy, ways of approaching problems and
making decisions, work climate, behaviour, thought
patterns and personality of an organisation.




Building a Sfrdfegy-Suppoﬁi\r
Corporate Culture :

Where Does Corporate Culture Comes

# Official practices
Ethical standards.
# Management practices.

Dealing and relationship-with employees, unions,
stockholders, vendors.




Building a Sfrdfegy-Suppoﬁi\r
Corporate Culture :

Where Does Corporate Culture Comes
From?

Ak

w+ Communifies in which it operates
Tradifions the organisation maintain.
Employees’ atfitudes and behaviour.

Legends people repeat.about in organisation.

Peer pressures that exists in organisafion’s polifics.




Building a Sfrafegy-Suppoﬁi\r
Corporate Culture :

How culture can promote beftter strategy

execvution?

The way say which culture can promote better
stfrategy execution of a culture are as follow :

ldentify the supportive and non supportive
elements of the culture.

Hold candid discussions-with all concerned about
those aspects of the culture that have to be

changed.




Building a  Strategy-Supportive
Corporate Culture :

How culture can promote beftter strategy
execution?

Communicate to employees the basis for cultural
change and its benefits to all concerned.

Altering incentive compensation, visibly praising
and recognising people which display the new
cultural traits.

Recruiting and hiring new managers and
employees who have the desired cultural values.




Entrepreneurship
and Intrapreneurship

What is the meaning of Entrepreneurship

Entrepreneurship is the attempt to create value
through recognition of business opportunity, the
management of risk tfaking appropriate to the
opportunity and through management skills to
mobilize financial, human and material resources
necessary tocreaie-an enterprise.




Enfrepreneuiship and
Intfrapreneurship

An enfrepreneur is one who -

Initiates and innovates a new concept.
Recognises and utilises opportunity.
Faces risks and uncertainties.

Establishes a starfup company.

Adds value to the produet orservice.

Takes decisions to make the product or service a
profitable one.

Is responsible for the profits or losses of the
company.




Entrepreneurship and
Intfrapreneurship

Concept of Infrapreneur

An Infrapreneur is nothing but an entrepreneur who
operates within the boundaries of an organisation.

He is an employee of a large organisation, who is
vested with authority of inifiating creativity and
innovation in the company's products, services and
projects, redesigning the ©rocesses, workflows and
systems.




Entrepreneurship and
Intfrapreneurship

Concept of Infrapreneur

The Infrapreneur believe in change and do noft fear
failure. They discover new ideas, look for such
opportunities that can benefit the whole organisation
and take risks, promote innovation to improve the
performance and profitability of the organisation.

The job of an Intrapreneurisiextremely challenging.
They get recognition and reward for the success
achieved by them.




Strategy

Implementation




Intfroduction

Q@ Stralegic  _management entails both _strategic
planning and implementation.

@ Strategic management process does not end
when the firm decides what strategies to pursue.

There must be a translation of strateqic thought into
strategic action.




The basic elements of strategic
management are:

LSirategic Implementation :W

It is concerned with the planning of how to apply the
choice of strategy in the organisation.

Strategic implementation is defined as the manner in
which an organisation should develop, utilise and
amalgamate organisational. siructure, control system
and culiure to follow _strategies that lead fto
competitive advantage and better performance.




Principal Combinations of “Effic:iency
(Operational Management) and
Effectiveness(Strategic Management)

Several Orgsanisation that lack strategic
direction keep a focus on efficiency rather
than effectiveness.




LEffectiveness: (Strategic quqgemenf) T

y
.

To be effective means to do right things

It Is concerned with organisations attainment of
goals — including that of desired competitive
position.

Effectiveness highlights the link between the
organisation and its external environment.

The responsibility-for-effectiveness lies with top
managers.



LEfficiency: (Operational Management) : W

N
N

To be efficient means to do the things right

It defines relationship between inputs and outputs,
usually with a short time horizon.

Efficiency is essentially introspective (links between the
organisation and its internal environment) in nature.

The responsibility for efficiency lies with operational
(Middle level) managers.



Principle combination  of]
efficiency and effectiveness

Strategic Formulation

Effective Ineffective

1. Thrive 2. Die slowly

3. Survive 4. Die quickly

Operational management

Inefficient| Efficient




Principle combination of
efficiency and effectiveness
Cell1:

An organisation that finds itself in celll is well placed
and thrives, because of an effective strategy

management backed by efficient operationadl
management.




Principle combination  of
efficiency and effectiveness

Cell2:

In confrast, an organisation in cell2 dies slowly
because of an Ineffective strategic management

despite of efficient operatfional management.




Principle combination  of
efficiency and effectiveness

Cell 3

In cell 3 the organisation may survive because of an
effective strategy management although if requires

too much input to generate desired output due to
inefficient operational management. It is still better
than cell 2 and 4.




Principle combination  of
efficiency and effectiveness

Cell4:

It Is the worst situation where organisation dies quickly
because strategic management is ineffective and

operational management is inefficient. It ends up In
poor mplementation of a poor strategy.




Forward Linkages Vs Backward
Linkages

LForward Linkages: W

It means that the formulation of strategies is linked with
their implementation. The different elements In
strategy formulation determine the course that an
organisation develops for itself. With the formulation of
new strategy or reformulation of the existing strategies
many changes have 'tobe- effected within the
organiastion. For instance the organisational structure
has to undergo change Iin the light of the
requirements of the modified or new strategy.




Forward Linkages Vs Backward
Linkages

LBackward Linkages: W

strategy formulatfion is said to be backward linkage
when the formulation process is affected by factors

related with implementation just as implementation s
determined by formulation strategies.




Forward Linkages Vs Backward
Linkages

LBackwqrd Linkages: W

While dealing with strategic choice, remember that past
stfrategic actions also determine the choice of strategy.
Organisations tend to adopt those strategies which can
be implemented with the help of present structure of
resources combined with some additional efforfs. Such
incremental changes over_q period of time take the
organisation from where it is'to where it wishes to be.




Issues in Strategy Implementation

In all but the smallest organizations, the transition from
sfrategy formulation to strategy implementation
requires a shiftf in responsibility from strategists to
divisional and functional managers.

Implementation problems can arise because of this
shift in responsibility, especially if strategic decisions
come as a surprise tfo middle and Ilower-level
managers.




Issues in Strategy Implementation

Managers and employees throughout an organization
should participate early and directly in strategy-
Implementation activities.

Strateqists’ genuine  personal commitment to
Implementation s a necessary and powerful
motivational force for managers and employees.

Too often, strategists are oo busy to actively support
strategy-implementation “efforts, and their lack of
Inferest can be detrimental to organizational success.




Issues in Strategy Implementation

Firms need to develop a competitor focus at all
hierarchical levels by gathering and widely distributing
competitive intelligence; every employee should be
able to benchmark her or his efforts against best-in-
class competitors so that the challenge becomes
personal.

This is a challenge for strategists of the firm.




Issues in Strategy Implementation

Firms should provide training for both
managers and employees to ensure that they
have and maintain the skills necessary to be
world-class performers.




Strategic Change :

The changes in the environmental forces often require
businesses to make modifications In their existing
strategies and bring out new strategies. Strategic change is
a complex process and it involves a corporate strategy
focused on new markets, products, services and new ways

of doing business.




Steps to initiate strategic change :

For initiating strategic change, three steps can be identified
as under .

1. Recognize the need for change.:

2. Create a shared vision to manage change

3. Institutionalize the change




Various Stages or Phases Kurt Lewin
Change Process :

To make the change lasting, Kurt Lewin proposed three
phases of the change process for moving the organization
from the present to the future. These stages are unfreezing,
changing and refreezing :




Various Stages or Phases Kurt Lewin
Change Process :

. Unfreezing the situation:

The process of unfreezing simply makes the individuals
or organizations aware of the necessity for change and
prepares them for such a change.

Unfreezing is the process of breaking down the old
attitudes and behaviors, customs and traditions.

The changes should not-come as a surprise to the
members of the organization.




Various Stages or Phases Kurt Lewin
Change Process :

2. Changing to New situation :

Once the unfreezing process has been completed and the
members of the organization recognise the need for
change and have been fully prepared to accept such
change, their behaviour patterns need to be redefined.
H.C.Kellman has proposed three methods for reassigning
new patterns of behaviour. ~These are compliance,
identification and internalisation.




Various Stages or Phases Kurt Lewin
Change Process :

2. Changing to New situation :

v' Compliance :

It is achieved by strictly enforcing the reward and
punishment strategy for good or bad behaviour.
Fear of punishment, actual punishment or actual
reward seems to change behaviour for the better.




Various Stages or Phases Kurt Lewin
Change Process :

2. Changing to New situation :

v" Identification :

Identification occurs when members are
psychologically impressed upon to identify
themselves with some given role models whose
behaviour they would like to adopt and try to
become like them.




Various Stages or Phases Kurt Lewin
Change Process :

2. Changing to New situation :

v" Internalization :

Internalization involves some internal changing of
the individual’'s thought processes in order to
adjust to a new environment. They have given
freedom to learn and adopt new behaviour in
order to succeed in the new set of circumstances.




Various Stages or Phases Kurt Lewin
Change Process :

3. Refreezing

Refreezing occurs when the new behaviour becomes
a normal way of life.
The new behaviour must replace the former
behaviour completely for successtul and permanent

change to take place.




Strategic Control :

The control function involves monitoring the activity and

measuring results against pre-established standards,
analysing and correcting deviations as necessary and
maintaining / adapting the system.




Strategic Control :

Primarily there are three ftypes of organizational
conftrol, viz., operational control, mMmanagement
control and strategic control.




Operational Control :

The thrust of operational conftrol is on individual tasks
or transactions as against fotal or more aggregative
management functions.




Operational Control :

For example, procuring specific items for inventory is a
matter of operational control, in contrast to inventory
management as a whole. One of the tests that can
be applied to identify operational control areas is that
there should be a clear-cut and somewhat

measurable relationship between inputs and outputs
which could be predetermined or estimated with
least uncertainty.




Management Control :

When compared  with  operational  contral,
management control i1s more inclusive and more
aggregative, In the sense of embracing fthe
infegrated activities of a complete department,
division or even entire organisation, instead or mere
narrowly circumscribed activities of sub-unifs.

The basic purpose of management control is the
achievement of enterprise-.goals - short range and
long range - in a mosteffecitive-and efficient manner.




Strategic Control :

"Strategic control focuses on the dual questions of
whether:

®» the strategy is being implemented as planned; and

®» the results produced by the strategy are those intended.’




Types of Strategic Control :

Premise control

A strategy Is formed on the basis of certain assumptions or
premises about the complex and turbulent organizational
environment. Over a period of time these premises may
not remain valid. Premise control is a tool for systematic

and continuous monitoring of the environment.




Strategic surveillance :

Contrary to the premise control, the strategic survelillance is
unfocussed. It involves general monitoring of various
sources of information to uncover unanticipated information
having a bearing on the organizational strategy. It involves
casual environmental browsing. Reading financial and

other newspapers, business magazines, attending
meetings, conferences, discussions and so on can help in
strategic surveillance.




Special alert contirol :

At times unexpected events may force organizations to
reconsider their strategy. Sudden changes in government,
natural calamities, terrorist attacks, unexpected
merger/acquisition by competitors, industrial disasters and
other such events may trigger an immediate and intense

review of strategy.




Implementation control :

Implementation control is directed towards assessing the
need for changes in the overall strategy in light of unfolding
events and results associated with incremental steps and

actions.




Implementation control :

Strategic  implementation control is not @
replacement to  operational  control.  Unlike
operational control, it confinuously monitors the basic

direction of the sirategy. The two basic forms of
Implementation control are:

= Monitoring strategic thrusts

= Milestone Reviews




Strategy Audit

The audit of management performance
with regard to its strategies helps an
organization identity problem areas anad
correct the strategic approaches that

have not been effective so far.




Strategy Audit

An assessment of the external environment shows
where changes happen and where organization's
sfrategic  management no longer match the
demands of the marketplace.

Based on such analysis, the organization can improve

business performance by periodically conducting
such an audit.




Strategy Audit

Companies review their business plans and strategies
on regular basis to identify weaknesses and

shortcomings to enable a successful development
plan.




Strategy Audit

Strategy Audit includes three basic activities:

= Examining the underlying bases of a firm's strategy,

= Comparing expected results with actual results, and
= Taking corrective acfions to ensure that

performance conforms to plans.




Strategy Audit

Need of Strategy Audit

= When the performance indicators reflect that @
strategy is not working properly or is not producing
desired outcomes.

= When the goals and objectives of the strategy are
not being accomplished.

= When a major change rakes place in the externadl
environment of the organization.




Strategy Audit

Need of Strategy Audit

= When the top management plans:

= fo fine-tune the existing strategies and infroduce
new strategies and

= fo ensure that a strategy that has worked in the
past continues to be in-tune with subtle internal and
external changes that may have occurred since
the formulafion of strategies.




Strategy Audit

Richard Rumelt's Criteria for Strategy Audit

= Consistency:

If managerial problems contfinue despite changes in
personnel and if they tend to be issue-based rather than
people-based, then strategies may be inconsistent.

If success for one organizational department means, or is
Interpreted to mean, failure for another department,
then strategies may be inconsistent.

If policy problems and issues continue to be brought to
the top for resolution, then strategies may be
Inconsistent.




Sfrafeg); Audit

Richard Rumelt's Criteria for Strategy Audit

= Consonance:

Consonance refers to the need for strategists 1o examine
sets of trends, as well as individual trends, in auditing
stfrategies.

= A strategy must represent an adaptive response to the
external environment and to the critical changes
occurring within it.

One difficulty iIn matching a firm's key internal and
external factors in the formulation of strategy is that most
trends are the result of interactions among other frends.




Sfrafegy Audit

Richard Rumelt's Criteria for Strategy Audit

= Consonance:

For example, the day-care school/centre came
about as a combined result of many trends that

included a rise in the average level of education,
need for different education pedagogy, increase in

iIncome, inflation, and an increase in women Iin the
workforce.




Sfrafeg); Audit

Richard Rumelt's Criteria for Strategy Audit

= Feasibility:

= Advantage:

(1) resources,

(2) skills,
(3) position.




Business process Reengineering
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Business process Reengineering

Business process is a set of steps of the process or
activities that you and the personnel providing services
perform to complete the transaction.

Companies in every industry now and then rethink and
reinvent the ways to gain competitive advantages. To
achieve this very objective, companies need to create value
through different kinds of strategies in response to the
environmental forces.
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Business process Reengineering

1 Reengineering means pulling aside much of the age old
practices and procedures of doing a thing developed
over hundred years of management experience.

o It implies forgetting how work has been done so far and
deciding how it can best be done now.

o It is a total deconstruction and rethinking of business
process In its entirety, unconstrained by its existing
structure and pattern.
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Why Business Process Reengineering

(BPR)?

There are many organizations on the decline, changing
the process or redesigning the process may be the only
viable alternative for turnaround.
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They must break themselves free from their primitive
and archaic work processes that drag them down.




Necessity of BPR

\

Major basis for its competitiveness.

\

For better customer-focused organization

\

Process need to managed, not functions.
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\

For considering totally new ways of redesigning
processes, Continuous improvement.

\

How to compete is more important than deciding about
where to compete.




Steps involved in implementing

(BPR)

1. Determining objectives and framework

2. ldentify customers and determine their needs.
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3. Study the existing process (Flowchart).
4. Formulate a redesign process plan

5. Implement the redesign




The Role of Information Technology
in BPR
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The Role of Information Technology

in BPR

A reengineered business process, characterized by IT-
assisted speed, accuracy, adaptability and integration
of data and service points, is focused on meeting the
customer needs and expectation quickly and
adequately, thereby enhancing his/her satisfaction
level.
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Impact of IT are as follows:

\

Reduction of time, Increase In speed.

\

Global Village - Overcoming restrictions of geography
and/or distance.

\

Restructuring of relationships.
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\

Information systems that provides timely, reliable and
accurate information.

\

Business values - IT-initiatives, thus, provide business
values in three distinct areas.

+ Efficiency— by way of.increased productivity.
+ Effectiveness — by way of better management.

+ Innovation - by way of improved products and
services,




Central Thrust for BPR

The thrust area of BPR may be identified as “the
reduction of the total cycle time of a business process.”

BPR aims at reducing the cycle time of process by
eliminating the unwanted and redundant steps and by
simplifying the systems and procedures.

Even after redesigning of a process, BPR maintains a
continuous effort for more andmmere improvement.
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Problems in BPR

= It disturbs established hierarchies and functional
structures

\

It takes time and expenditure.
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\

It is tricky and difficult.

\

If the targets are not properly set or the whole
transformation not properly carried out, reengineering
efforts may turn-out as a failure.

\

BPR causes resistance to change among the workforce.




Benchmarking :

A Benchmark is a standard or a point of reference
against which things may be compared and by which
something can be measured and judged. A “benchmark’
is a reference or measurement standard used for
comparison.
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Benchmarking :

Benchmarking is an approach of setting goals and
measuring productivity based on best industry practices.
Benchmarking is a process of continuous improvement in
search for competitive advantage.
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Benchmarking :

Benchmarking is the process of identifying the “best
practice” in relation to both products and the processes
by which those products are created and delivered.
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Benchmarking :

Benchmarking  helps  businesses in  improving
performance by learning from the best practices and the
processes by which they are achieved.
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Thus, benchmarking is a process of continuous
improvement in search for competitive advantage.




Benchmarking :

Firms can use benchmarking process to achieve
improvement in diverse range of management function
like:

Maintenance operations.

Assessment of total manufacturing costs.

Product development.

Product distribution.

Customer services.

NN NN

\

Plant utilization levels.

\

Human resource management.
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The Benchmarking Process:

¥ ldentifying the need for benchmarking.

¥: Clearly understanding existing decisions processes.
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\

ldentify best processes.

\

Comparison of own process and performance with
that of others.

\

Prepare areport and implement'the steps necessary
to close the performance gap.

\

Evaluation.
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