@ B.S. Abdur Rahman ™
’ Institute of Science & Technology
Daamed to be University wie 3 of tha UGC Act, 1956

CRESCENT "

SCHOOL OF
BUSINESS

Strategic Management

Dr. S M Wasiullah



g9 Crescent

&Th Igy

Course Detalls:

Subject Name: Strategic Management
Subject Code: MSE 6201

SDGs: 4

Credit: 4

Total Hours: 40

Modules: 5



g9 Crescent

hnology
of the UGC Act, 1956

Deemed to ba University

Course Objectives:

« COB1: Impart conceptual knowledge on strategies, process and
management of strategies

« COB2: Lay the basics of environmental appraisal through
environmental, industry and competitive analysis

« COB3: Learn different types and levels of strategies

« COB4: understand the various factors influencing the choice of
Strategies

« COB5: Provide various approaches and strategies for

Implementation and control.
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Expected Outcomes

CO1: Define and explain various terminologies associated with strategic
management

CO2: Analyze the environments to identify the core competencies of the
Firm

CO3: Appraise the resources and capabilities of the firm to confer
sustainable competitive advantage and formulate strategies

CO4: Exhibit the ability to think critically with relevance to various
situations and formulate strategic decisions through real world scenarios
COb5: Develop the ability to identify strategic issues and design appropriate

course of action
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Module-I: Introduction to Strategy, Governance and
Sustainability

Module-II: Environment, Scenarios and New Normal
Module-lll: Strategy Formulation

Module-lV: Strategy Analysis and Choice

Module-V: Strategy Implementation and Control
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\leJoIVIISEIMIN ntroduction & Key Concepts:

e Strategy

e Strategic Management Process
e Strategic Intent (vision, Mission, Values, Business Plan and Objectives)
« Corporate Governance

« Sustainability
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\Y{eJoIVIIS TN \\/hy Strategy?:

e What to offer?

« Whom to offer?

« How to allocate limited resources?
 Where to offer?

e How to win?

« How to maximise long-term value?
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Modules-I:

Strategy is the best plan opted for achieving the desired outcome. It is all
about using a trick to gain success for a particular purpose. It is based on
practical experiences. It is more realistic and action-oriented. It operates at a
high-level and takes a long-term view to determine the approach to navigate

obstacles in order to reach Goals and move towards the overall Vision.

Nature and Scope:

« Response to existing or potential Obstacle

« Best Plan (out of various alternatives)

« Action Oriented

 Long-term

 Guided by Strategic Intent (vision, mission and objectives)

* Result of Strategic Thinking



Modules-I: | strategy - Examples:

v

Institute of Science & Technology
Daamed to be University wie 3 of tha UGC Act, 1956

g9 Crescent
-l

Deccan Airlines — rural connectivity— low fare — small size air bus — higher flying hours — new
market capture — scale of economies — low cost and high profit.

Amazon — market place strategy — Capital light strategy - 230 million products - largest retail (e-
commerce) — Kindle e-reader — Amzon Web Services (AWS) — Low Profit but High Share Price.
ING Direct (Bank from Australia) — branchless direct banking strategy — international presence.
Sam Walton - Walmart — 1940s - less expensive suppliers — low cost - economy of scale — high
profit.

Howard Schultz — Starbucks — 1970s - high-end coffee was a niche in US - import of Italian
coffee culture - series of cozy cafes that encouraged long visits - marketing campaigns —
expensive product — high profit.

Dollar General - discount chain - low-cost goods to rural consumers - small stores in areas
where big-box stores might not be - leasing - low cost - complementary pricing - budget-

conscious consumers — high sale and high profit.

Source: Book : Strategic Management — An Executive Prespective
Source: https://www.ibm.com/blog/business-strategy-examples/
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* Industrial Organisation Theory
« Resource based Theory

« Game Theory

« Human and Intellectual Capital Perspective

Drivers e
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Evolution of
Strategic
Thinking

—

/

Globalisation
Information Technology
Innovation

Business Ethics and CSR
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Modules-l: class based Assessment:

Which of the following is a STRATEGY?

A) To create the most compelling car company of the 21st century by driving the
world’s transition to electric vehicles.

B) To choosing less expensive raw material Supplier to reduce to the Cost of Product.

C) To offer designer eyewear at a revolutionary price, while leading the way for socially

conscious businesses.

D) Not to use child labor in the organization.



\[eIe[VIISISEI NIl Strateqgy - Levels:

Responsibility of
corporate-leve] =
managers

/ Corporate
Strategy

Two-Way Influence
1

Responsibility of e
business-level ¢
general managers

Business Strategies

|
Two-Way Influence

G

g

|
Responsibility of head of Functional Strategies
. . v ovgw  Ge— 5 a '
major functional activities {R&D, manufacturing, marketing,
within a business unit finance, human resources, etc.)
or division []

Two-Way Influence

Responsibility of plant
managers, geographic
unit managers, and lower-

Operating Strategics
(regions and districts, plants; depart-
ments wathin functional ar¢as)

A [
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\IJeIVI[SIRI MMl Strategic Management - Definition:

Strategic Management involves developing and implementing strategic

plans to help an organization achieve its goals and objectives.

« It includes formulating strategy, planning organizational structure and resource
allocation, leading change initiatives, and controlling processes and resources.

« It is the sum total of all the clever decisions taking by the managers across the
organization at different points of time for the benefit and success of the business.

« It can also be observed as the set of decisions undertaken by a manager impacting
the results of the organization’s competitive performance. Detailed analysis of the
available information and creative utilization of resources (may not be unique) is

necessary for making important strategic decisions.

Source: https://www.managementstudyhq.com/what-strategic-management-definition-features.html
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Two main objectives of Strategic Management:

1.

To gain competitive advantage, to outperform the competitors

and achieve market dominance and

To act as a guide to help organization to survive in changing

business environment.
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\oIe[VIISIE NIl Strategic Management Process:

Strategy Strategy Strategy
Formation Implementation Control

Strategic Intent
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Modules-I:

The Vision explains what the organisation will accomplish — what will the

organisation look like in the future or what will be different about the world

as a result of the organisation’s actions.

« To create the most compelling car company of the 21st century by driving the
world’s transition to electric vehicles (Tesla)

« To become the world’s most loved, most efficient, and most profitable airline

(Southwest Airlines)

« A world where everyone has a decent place to live (Habitat for Humanity)

Source: https://donalsuter.com/mission-vision-strategy/
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Modules-I:

The Mission explains why the organisation exists — its purpose, the reason

why the organisation was originally founded.

 To offer designer eyewear at a revolutionary price, while leading the way for
socially conscious businesses (Warby Parker)

« To create and promote great-tasting, healthy, organic beverages (Honest Tea)

« To spread ideas (TED)

 To accelerate the world’s transition to sustainable energy (Tesla)
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Modules-I:

Goals are easy-to-remember statements of what needs to be accomplished

to move towards the Vision. Goals explains what needs to be achieved.

* Increase efficiency
« Capture a bigger market share
 Provide better customer service

 Raise employee skill levels
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Modules-I

Objectives take the level of detail down further still to provide much more

specific, quantifiable, time-sensitive statements of what the goal actually

means and how you will know you are reaching it.

 Raise proportion of existing employees gaining xyz qualification by 20%
 Raise proportion of new recruits with xyz qualification by 40%
« Reduce cost by 10%

* Increase sales by 30%
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Modules-I:

The values statement, also called the code of ethics. The values statement

defines what the organization believes in and how people in the organization

are expected to behave—with each other, with customers and suppliers, and

with other stakeholders.

 Use of child labor is not permissible in our organization.
« We sell only Environment friendly products.

«  We promote work-life balance.
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Modules-I: |Business Planning:

Business Planning is “thinking before the action takes place in a business”.
It decides beforehand what, when, and how the task is to be accomplished. It

IS based on general assumptions. It is broader in perspective and may

outline the objectives, strategies, financials and business model.

ABC Limited is a start-up business venture that specializes in the production and
distribution of organic health food products. It was founded by two entrepreneurs who
have 10 years of combined experience in the health food industry. The company is
located in a major metropolitan area. We plan to do this by providing high-quality
products and services and excellent customer service. We have identified some key
competitive advantages that will help us succeed, including our experienced
management team, our strong network of suppliers, and our commitment to

innovation.
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oo ISIIEEININ Relationship:

Anecott

141

v
JL}J/IZ'S
Practice
Environment
Specialist

MISSION

To construct buildings to the highest
standards of quality whilst being
recognised for outstanding customer service
and attention to detail.

VALUES
e Integrity e  Safety e Quality
e  Respect e  Performance e  Profitability

STRATEGIES

Secure our Enhance customer Diversify and grow by |Safeguard
future through | satisfaction and company | seeking new customers and |people and be
leadership & performance through market opportunities while |more competitive
personnel improved collaboration furthering current customer |by raising safety
development and communication relationships awareness
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Note: Tactics Activities mean day-to-day activities or operational activities.
Source: https://donalsuter.com/wp-content/uploads/2020/10/mission-vision-strategy.png
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Modules-l: class Activity:

Identify Vision, Mission, Value, Goal, Objective and Strategy.

A) To export Indian Khadi cloths to foreign customers.

B) To raise employee skill levels.

C) To create and promote great-tasting, healthy, organic beverages.

D) To become the world’s most loved, most efficient, and most profitable airline.
E) To promote work-life balance.

F) To increase income by 15%.
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\oIe VIS NIl Strategic Management - Key Concepts:

« Strategic Leadership

« Corporate Governance & Ethics
« Sustainable Development

« Environmental Scanning

« BCG Matrix

« Competitor Analysis
 Porter’s Five Forces Model

« Core Competencies

Source: https://www.managementstudyhq.com/what-strategic-management-definition-features.html
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\IeIe [VIICERI M Strategic Leadership:

Strategic Leadership is when managers use their creative problem-solving

skills and strategic vision to help team members and an organization achieve
long-term goals.
« It’s about understanding the situation, considering options, and deciding.

« It's also about getting the best out of people, the best out of the situation, so that

the organization does well.
« Leaders who lead strategically have done the inner work necessary to lead with

integrity, vision, and purpose.

Source: https://professional.dce.harvard.edu/blog/strategic-leadership/
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\IeIe [VIICERI M Strategic Leadership:

. Authoritarian leadership: when a leader imposes expectations and defines

outcomes

. Participative leadership: when a leader involves team members in the decision-
making process

. Delegative leadership: when a leader delegates tasks to other team members

. Transactional leadership: when a leader rewards or punishes team members in
an effort to complete a task.

. Transformational leadership: when a leader uses a vision to inspire and motivate
others

. Servant leadership: when a leader serves others by putting the needs of

employees first, helping them develop to perform at higher levels
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\IoIe[VIISIE NIl Corporate Governance:

Corporate Governance is a set of regulations, policies, and procedures that

control the functioning of an organization. It is a set of rules, practices, and

processes used to direct and control an organisation.
« The Boards of directors are the primary force determining corporate governance.
« It defines the Board of Directors’ role, its composition, the role of Chairman, the role

of CEQ, risk management strategies, control mechanisms, and action plans.

Responsibility )

Accountability

_ == Principles of CG
Fairness

A

Transparency

Source: https://www.thecorporategovernanceinstitute.com/insights/lexicon/what-is-corporate-governance/
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\[eJe VI[N S|istainable Development:

Sustainable Development is an approach to social, economic, and

environmental planning that attempts to balance the social and economic
needs of present and future human generations with the imperative of

preserving, or preventing undue damage to, the natural environment.

« A global perspective on social, economic, and environmental policies that takes into
account the needs of future generations

A recognition of the instrumental value of a sound natural environment, including
the importance of biodiversity

« The protection and appreciation of the needs of Indigenous cultures

« The cultivation of economic and social equity in societies throughout the world

« Theresponsible and transparent implementation of government policies

Source: https://www.britannica.com/topic/sustainable-development
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\[eIe[VI[SEI MM S stainable Development:
PEOPLE""

End poverty and hunger
' Inallforms and ensure
dignity and equality

PLaner .II

Protectour planets

. 4 Sustainable | PSPER'"
m ' NSUre prosperous

Development [ il

AL
‘ PARTNERSHIP PEACE y

Implement the agenda
through a solid global " Foster peaceful, justand
partnership Inclusive societies

Source: https://planningtank.com/blog/sustainable-development-goals-assam-2030-in-light-of-sdgs
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\IeIoINI[SIEI NN B cnefits of Strategic Management:

Achieving
competitive
advantage

Risk
mitigation

Enhanced
coordination =
and . Benefits of

collaboration

Enhancing
decision=-
making

Strategic
Management

Fostering
innovation
and
adaptability

Sustainable
growth and
profitability

Improved
resource
allocation

Source: https://www.theknowledgeacademy.com/blog/strategic-management/
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Modules-l: class Activity:

Choose any of your favourite companies company and identify their:
a) Vision
b) Mission
c) Values
d) Objectives
e) Strategy



Thank you
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Modules-II: Environment, Scenarios and New Normal:

e Business Environment

 Business Environment Screening (ETOP, PEST, EFAS, Porter’s
Model, Competitive Analysis, SWOT, TOWS Matrix, IFAS, QUEST)

« Competitive Advantage and Core Competencies
« Scenario and its Types
« Scenario Analysis Tools

« Impact of Pandemic and New Normal
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(eI ISI (=SB IMM B usiness Environment:

Business Environment encompasses the entirety of factors, both

Internal and external, that exert an influence on a business and its

operations.

« Internal Environment includes the factors or components within the
company itself.

« External Environment includes the factors or external causes that impact
the functioning of an organisation.

« Generally, the business environment covers a wide range of elements,
including individuals, resources, stakeholders, institutions, regulations,

and market forces that exist in and around the business organisation.
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Why Scanning the Environment is Necessary?

Environment scanning is the process of gathering, analyzing and
dispensing information for tactical or strategic purposes.
It includes scanning for information related to Events, Trends, Issues and
Expectations that have favorable or unfavorable impact on business or
strategy.
It holds significant importance for decision-makers and Strategy makers
due to the following reasons:

o ldentifies Opportunities and Threats

o Optimises Resource Utilisation

o Enhances Organisational Performance

o Sustains Competitiveness
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\[eJeISIIEE MM xtcrnal Environment Scanning - ETOP:

 Environmental Threat and Opportunity Profile (also known as

ETOP analysis) is the process by which organizations monitor
their relevant environment (external) to identify opportunities and
threats affecting their business for the purpose of taking strategic

decisions.

« ETOP analysis primarily involves dividing the environment into different Main
Factors (including their sub factors) and then analyzing the impact of each major
factor or its sub-factor on the business/organization/strategy.

« The impact may be described in the form statements and the nature of impact may
be represented in terms of arrow symbol.

« ETOP is developed by Mr. Glueck.
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\[eJeISIIEE MM xtcrnal Environment Scanning - ETOP:

Global Global Crisis, Wars, Pandemic

Economic Economics Growth, Lower Taxes, Increase in
Consumption

between State and Central Government

Regulatory Stick control, too much documentation, continuous
reporting

Social Change in life styles, increasing in education and

Political Frequent Change in Central Government, Disagreement ‘
awareness levels, fast adoptability. t
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\[eJeISIIEE MM xtcrnal Environment Scanning - ETOP:

Economic Factor a) National Income b) Interest Rate c) Inflation d) Unemployment

Legal a) International b) National or Central c) State d) Local e) Other Laws and
Guidelines

Technology a) Trend in the technology b) Sources of technology c) Degree of

innovation etc.

Political a) Nature of the political system b) Type of Government Formation c)
Political stability d) Government Experience

Social a) Population Size b) Demographic Distribution c) Literacy Rate d) Nature
of Population

Market a) Nature of Market b) Size of Market ¢) Competitors d) Suppliers
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\[eJeISIIEE MM xtcrnal Environment Scanning - ETOP:

* Disadvantages

.‘ Advantages

Help to determine the key
threats and opportunities.

It doesn’t show the interaction
‘between the factors.

A good tool to qualify the factors
related to a company's strategy.

It can’t reflect the dynamic
environment.

Can consider many factors

for each special case. It's a subjective analysis tool.
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\W[eJeISI[ET MM ~xtcrnal Environment Scanning - PEST:

Political, Economic, Social, and Technological (PEST) analysis is an

external environment screening method whereby an organization can
assess major external factors that influence its operations/strategy in

order to become more competitive in the market.
« Political, Economic, Social, and Technological as described by the acronym (PEST)

are the four areas that are central to this model.

It is believed that PEST analysis was first introduced under the name ETPS by
Harvard professor Francis J. Aguilar.
« With this analysis, potential opportunities and threats associated with the strategy

can be identified and figure out the ways to take advantage of them and avoid

them.
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\W[eJeISI[ET MM ~xtcrnal Environment Scanning - PEST:

Political

Economic

Social

Technological

« Tax policy
 Employment
laws

« Environmental
regulations

« Trade
restrictions and
tariffs

 Political stability

« Economic
growth

* Interest rates

« Exchange rates
 Inflation rate

* Health
consciousness

* Population
growth rate

» Age distribution
» Career attitudes
 Emphasis on
safety

* R&D activity
« Automation
» Technology
Incentives

» Rate of
technological
change




g9 Crescent

Deemed to ba University

\W[eJeISI[ET MM ~xtcrnal Environment Scanning - PEST:

1. PESTLE - Political, Economic, Social, Technological, Legal and Environmental

2. SPECTACLES - Social, Political, Economic, Cultural, Technological, Aesthetic,

Customers, Legal, Environmental, Sectoral

3. PESTLIED - Political, Economic, Socio-Cultural, Technological, Legal,
International, Environmental, Demographic.

4. PEST-C, where the C stands for cultural

5. SLEEPT-C - Sociological, Legal, Economical, Environmental, Political,
Technological and Cultural.

6. LONGPESTLE - Local, National, and Global versions of PESTLE. (These are

best used for understanding change in multinational organizations.)
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oo ISIIERI MM xtcrnal Environment Scanning - EFAS:

External Factor Analysis Summary (EFAS) Matrix is developed to

understand the impact of external environment factors on particular

business organization by analyzing the opportunities and threats.

 In EFAS, a summary table is prepared by identifying the external environmental factors

classifying them into Opportunities and Threats.

 Weights (0 to 1 based on importance) and Ratings (1 — 5 based on the impact) are assigned to
each of the factor. By multiplying the assigned weight and rate the Weighted Score (WS) for
respective factor is calculated. Finally by summing the WS of all the factors the Total Weighted

Sore (TWS) is determined.
« The total weight assigned should sum to 1 irrespective of number of factors.

« It is used to asses the current business. Higher the Total Weighted Score, the better is the

Strategy (existing or proposed).
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oo ISIIERI MM xtcrnal Environment Scanning - EFAS:

External Weighted
Factor Score
OPPORTUNITIES ‘

I. FDI NORMS A8 5] 78

II. GROWING A8 B .60
CONSUMERISM

I, EXPORT INCENTIVES 10 4 .40

IV. IMPORT RELAXTION 10 3 .30

V. PRICE DECONTROL .05 2 .10

VI. CAPITAL MARKET .0S. 2 10
REFORMS

VIl. DERESERVATION .05 2 10

VIILDELICENSING .03 1 .03

IX. GROWINGMARKET .02 1 .02

X. CAPITAL MARKET .02 1 .02
REFORMS

THREATS: .

I. RECESSION .10 4 .40

Il. POLITICAL INSTABILITY .05 3 A8

I1l. INTENSE COMPETITION .0S§ 3 A8

IV. STOCK MARKET .03 2 .06
INSTABILITY

V. IMPORT LIBERLIZATION .02 1 .02

VI. SOCIAL ACTIVISM'I .02 1 .02

VII. NTERNAL RIOTS .01 1 .02
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\IeIeIVISIRINM Industry Scanning: Porter’s Five Forces Model:

Porter’s Five forces Model suggests a foundation for analyzing the

competitive forces at play in an industry, which determines the distribution of
economic value among industry participants.

The five forces are:

Competitive Rivalry,

Threat of new entrants to the industry,

Supplier bargaining power,

Customer bargaining power,

a M 0 DN PF

Ability of customers to find substitutes
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Modules-lII:

Industry Scanning: Porter’s Five Forces Model:

Threat of Hew Entry:
- Time and cost of entry
- Specialist knowledge
- Economies of scale
- Cost advantages
- Technology protection
- Bamiers to entry
- eto

Supplier
Power

Supplier Power:
- Mumber of suppliers
- Size of suppliers
- Unigueness of service
- %our ability to substitute
- Cost of changing
- ete

Threat of Substitution:
- Substitute perfformance
- Cost of change

Competitive

Threat
of
New Entry

Competitive Rivalry:
- Mumber of competitors
- Quslity differences
- Orther differences
- Switching casts
- Customer loyalty
- Costs of leaving market
- eto

Rivalry

Buyer
Power

Threat
of
Substitution

Buyer Power:

- Mumber of custocmers
- Size of each crder
- Differences between
competitors
- Price sensitivity
- Ability te substitute
- Cost of changing
- eto
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\[oIeIVIISRINM Competitive Analysis:

Competitor Analysis (also known as a competitive analysis or competition analysis)

IS an assessment of the strengths and weaknesses of current and potential
competitors. This analysis provides both an offensive and defensive

strategic context to identify opportunities and threats.

Holistic Competitors
overview and Strategy

Competitors Shortlist «

~*  Competitors Deep-dive
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A competitive analysis helps in answering questions such as:

Which other companies are providing a solution similar to ours?

What are the ideal customer’s minimum expectations?

What are they currently not getting from our product with regard to those
expectations?

What barriers do competitors in the market face?

What should we avoid introducing in our product?

What price are customers willing to pay for our product?

What value do we need to provide to make our product stand out in the
market?

What trends are happening and how might they change the playing field?
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\IeIe (VIS 1M 5 uisiness Environment Scanning - SWOT:

Strengths, Weaknesses, Opportunities and Threats (SWOT) is analysis tool

used for screening the business environment. Strengths and weaknesses

are an organization’s internal factor while threats and opportunities are

considered as external factors.

Strengths

Characteristics of a
business which give it
advantages over its
competitors

‘Opportunities

[Elements in a company’s
exter, ironment that
allow it to formulate and
implement strategies to
increase profitability

Weaknesses

Characteristics of a
business which make it
disadvantageous relative
to competitors

Threats

Elements in the external
environment that could
endanger the integrity and
profitability of the business




@ B.S. Abdur Rahman ™
’ Institute of Science & Technology

Daamed to be University wie 3 of tha UGC Act, 1956

\IeIe (VIS 1M 5 uisiness Environment Scanning - TOWS:

Threats Opportunities, Weaknesses and Strengths (TOWS) is an extension

to the SWOT analysis.

« SWOT is primarily concerned with analyzing a particular entity, usually a business
or organization in order to have a better understanding of its position within the
market it operates in.

 In SWOT, the four factors are considered individually but in TOWS two internal
factors are combined with the two external factors in order to come up with four
separate strategies for future growth and development.

« The goal of TOWS analysis is to take maximum advantage of strengths, mitigate
weaknesses, exploit good opportunities, and get rid of the threats using these four

strategies. Here they are:
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\leJeISIIER MM B usiness Environment Scanning - TOWS:

External Opportunities (O)
.
2.
3,

External Threats (T)
1
2.
3.

Internal Strengths (S)
. 8
2.
3

SO
‘Maxi-Maxi’ Strategy

Strategies that use
strengths to maximise
opportunities.

ST
‘Maxi-Mini’ Strategy

Strategies that use
strengths to minimise
threats.

Internal Weaknesses (W)
g
2.
3.

WO
‘Mini-Maxi’ Strategy

Strategies that minimise
weaknesses by taking
advantage of
opportunities.

WT
‘Mini-Mini’ Strategy

Strategies that minimise
weaknesses and avoid
threats.
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\[eJeISIIEE MM Internal Environment Scanning - IFAS:

Internal Factor Analysis Summary (IFAS) Matrix is developed to understand

the impact of internal environment factors on particular business

organization by analyzing the strengths and weakness.

 In IFAS, a summary table is prepared by identifying the internal environmental factors

classifying them into Strengths and Weakness.

 Weights (0 to 1 based on importance) and Ratings (1 — 5 based on the impact) are assigned to
each of the factor. By multiplying the assigned weight and rate the Weighted Score (WS) for
respective factor is calculated. Finally by summing the WS of all the factors the Total Weighted

Sore (TWS) is determined.
« The total weight assigned should sum to 1 irrespective of number of factors.

« It is used to asses the current business or proposed strategies. Higher the Total Weighted

Score, the better is the Strategy (existing or proposed).
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\[eJeISIIEE MM Internal Environment Scanning - IFAS:

Strengths

High quality Product
Strong franchise
Loyal Customer
Strong brand Image

Weakness

Expanding Into market with
diversified test

Rising labor costs

High price

Total

2

1%
A5
20

213

.05
10

1.0

Internal Rating Weighted
Factors Score
S

4.5
4.0
3.5
3.5

4.5

3.0
3.5

9
.6
53
70

.67

A5
35

3.9
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\[eJeISI[EE MM Internal Environment Scanning - QUEST:

Quick Environmental Scanning Technique (QUEST) analysis is

a strategic management tool that helps organizations identify and

prioritize the key challenges and opportunities they face internally.

* In this technique Strategist, Managers, Planners and Executives of an organization
are involved and they exchange their opinions on internal factors that may impact
the organisation.

« Itis developed by Burt Nanus and Selwyn Enzer in 1980
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\[eJeISI[EE MM Internal Environment Scanning - QUEST:

Steps in Quest Analysis:

« A team or group of people from the organization is selected from the
organization.

« The group observe and note the events, trends or obstacle in the
organization.

« After observation, important issues that may impact the organization are
identified and considered.

A report is created by making a summary of these issues, their impact on
organisaiton and the proposed strategies to deal with them.

* In the final step, the management personnel who are responsible for deciding

the feasibility of the proposed strategy, review reports.
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\YileYo INI[-XBM I Internal Environment Scanning - Competitive Advantage:

Competitive Advantage is anything which gives an advantage or edge to a

company over its competitors or rivals. It help to attract more customers and

grow its market share.

Competitive
Advantage

Marketing
Advantage

Differentiation
Advantage

Cost
Advantage

Distribution
Sales Effort
Brand Awareness

Variable Costs Product Differences
Marketing Expenses Service Differences
Operating Expenses Brand Reputation
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\YileYo INI[-XBM I Internal Environment Scanning - Competitive Advantage:

One way to gain an advantage over competitors is by having

resources.

r— Resources  oauN

e p

o

Tangible Intangible

Visible, Invisible,

Physical Attributes No Physical Attributes

* Labor * Culture

* Capital * Knowledge

* Land * Brand Equity

* Buildings * Reputation

e Plant e Intellectual Property

* Equipment » Patents

* Supplies * Designs

* Copyrights
* Trademarks

* Trade Secrets

valuable
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\YileYo INI[-XBM I Internal Environment Scanning - Competitive Advantage:

VRIO analysis indicates how valuable the resources of a company and how

sustained competitive advantage it has.
« It was developed by J.B. Barney (1991) in his paper “Firm Resources and Sustained

Competitive Advantage”.

« He identified four attributes that a firm’s resources must possess in order to become a source

of sustained competitive advantage.

 |tis modified version of VRIN in which N stands for Non-substitutable

SUSTAINED
4 Y COMPETITIVE
VALUABLE ADVANTAGE

COMPETITIVE COMPETITIVE TEMPORARY UNUSED
DISADVANTAGE BARITY COMPETITIVE COMPETITIVE
ADVANTAGE ADVANTAGE
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\YileYo INI[-XBM I Internal Environment Scanning - Competitive Advantage:

Value Chain Analysis is a tool to create more value to customer by
evaluating and enhancing the inter-connected factors that involve value

creation.
* Itwas proposed by M Porter.

« He identified Nine Factors — Five Primary factors and 4 Secondary Factors.

i FIRM INFRASTRUCTURE
SUPPORT HUMAN RESOURCE MANAGEMENT
ACTIVITIES TECHNOLOGY DEVELOPMENT
b PROCUREMENT
INBOUND  pepaTIONS
LOGISTICS
- J
L

PRIMARY ACTIVITIES
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\Yi[eXe [NII=X-E Il Internal Environment Scanning — Core Competency:

Core Competency is the main skill that a person or an organization has
that makes them/it different from others.

Thus, a core competency refers to unique capabilities, techniques,
resources which provide competitive advantage to the firm over its
competitors.

Core competency concept was developed by Grey Hamel and C.K.

Prahalad in 1990 in an article “The Core Competence of the Corporation”



g9 Crescent

’ Institute of Science & Technology

Daamed to be University wie 3 of tha UGC Act, 1956

\Yi[eXe [NII=X-E Il Internal Environment Scanning — Core Competency:

Building Building
z new core competencies new core competencies
= to protect and extend to create and compete
w current market position in markets of the future
2 -
i Core Competency Matrix
°2
o A Leveraging Redeploying and
S core competencies recombining core
;%’ to improve current competencies to compete
market position in markets of the future
Existing New = Premier Mega
aQ a o
(5] = plus {en oppurtunities
MARKET S
=
.
=
o
[0 ]
=
by |
S % Al i White spaces
> blanks P

Existing New

Market
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\V[eYo IS IF=ERI MM Scenario and Scenario Analysis - Definition:

Scenario is an imagined or projected sequence of events, especially any of

several detailed plans or possibilities or outcomes.

v' Scenario Analysis involves using a set of tools to envision potential future
scenarios, allowing companies to develop strategies for various situations.

v' The main function of scenario analysis is to analyze the context (internal and
external) in which the company is existing or going to exist.

v It is also known as Strategic Scenario Planning, What-if Analysis and Situational

Analysis.
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\Y[eYo IS LRI I Scenario and Scenario Analysis - Types:

* Quantitative scenarios: Financial models that allow for the presentation of best- and

worst-case versions of the model outputs.

* Operational scenarios: One of the most common types of scenario planning an
organization will undertake internally. Operational scenarios specifically explore the
immediate impact of an event. The scenario then provides short-term strategic
implications.

 Normative scenarios: These describe a preferred or achievable end state. These
scenarios are less objective planning and more geared towards statements of goals

« Strategic management scenarios: The scenarios that say more about the

environment in which products and services are manufactured or consumed.
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\Y[eYo IS LRI I Scenario and Scenario Analysis - Types:

Type

Fredictive >
Exploratany >
Aspirational >

What is being asked
about the future?

What is being modeled

What could happen?

VWhat is likely to happen?

What do we want to
happen?

All possibie futures

The likel) future

The desired future
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\Y[eYo IS LRI I Scenario and Scenario Analysis - Types:

Base case Best case
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\Y[eYo IS IR MM Scenario and Scenario Analysis - Process:

1. Define key 2. Explore
questions drivers

Scenario

Planning
5. Monitor 3. Build
indicators scenarios

4. Develop
plans
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\Y[eYo IS IRl IMM Scenario and Scenario Analysis - Methods:

1. Four Architypes Method — also known as 4 Generic Futures or Incasting method — identifying the

driving forces — upward or downward movement — labelling the drivers in four categories i.e. desirable,
undesirable, plausible and wild card - writing the narrative of scenarios.
2. Shell Method - identifying the driving forces — distinguishing between predeterminant elements and

critical uncertainties — creating preliminary scenarios by group of experts — determining the behaviour of

deriving forces in preliminary scenarios using iterations — creating upgraded (near real) scenarios.

3. 2X2 Matrix —ldentification of driving forces — Grouping driving forces based on mutual impact — extreme

behaviour of the driving forces are identified (factors) - factors are ranked on Impact and Uncertainty matrix —

Finally two factors are selected (H-H) creating 2X2 matrix and four scenarios.

4. Scenario Emersion - A selected Group — Different Scenarios presented — Identification of Opportunities
and Threats — Grouping Opportunities and Threats — reducing the list of Opportunities and Threats - Strategic
responses to the opportunities and threats — the responses used for Strategy development.

5. Wind Tunnelling — Vehicle and Environmental conditions — Vehicle is existing or proposed strategies

and Environmental conditions are various factors in business environment — a matrix with strategies on rows

and scenarios on column. Strategies surviving maximum scenarios will be selected.



g9 Crescent

&Th Igy
of the LI

\Y[eYo V1[I MM \anaging Pandemics — Lessons from Covid 19 :

PANNEL DISCUSSION

“Strategically Managing Pandemics — Covid 19 and New Normal”



Thank you
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\WIeIe[VIISSHIIM Strategy Formulation:

 Levels and Choice of Strategy

« (Generic Strategies (Porter’s Generic Strategies)

« Grand Strategies (stability, Growth or Expansion, Retrenchment and

Combination Strategies)

 Porter’s Approach to Globalisation
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\VIJeIVIISERIIM Strategy Formulation — Levels of Strategies:

Responsibility of
corporate-leve] =
managers

/ Corporate
Strategy

Two-Way Influence
1

Responsibility of e /
business-level #;
general managers

Business Strategies

|
Two-Way Influence

1
Responsibility of head of Functional Strategies
. . v ovgw  Ge— 5 a '
major functional activities (R&D, manufacturing, marketing,
within a business unit finance, human resources, etc.)
or division []

Two-Way Influence

Responsibility of plant
managers, geographic
unit managers, and lower-
level supervisors

Operatmg Strategics
(regions and districts, plants; depart-
ments within functional argas)

—4'
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\IJeIVIISERIIM Strategy Formulation — Generic Strategies:

Michael Porter’s Generic Strategies for Competitive Advantage. It is a

company or business level strategy. Porter generic matrix has four main
divisions (channels) through which a competitive advantage can be

achieved.

Competitive Advantage
(a) Cost Advantage

(b) Differentiation Advantage

—_—

(c) Broad Target

—— Competitive Scope
(d) Focused or Narrow Target

"




\VIIeIRIISIRIIMN Strategy Formulation - Generic Strategies:

@
a
0
U
)
o
=
=
7]
o
E
o
)

Broad Target

Narrow Target

@
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Competitive Advantage

Lower Cost Differentiation
Cost Leadership Differentiation
Cost Focus lefe;:'ig'tc;: tion

*
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\IOTeIRISIRIIMN Strategy Formulation - Grand Strategies:

Grand Strategies are the corporate level strategies designed to identify the firm’s

choice with respect to the direction it follows to accomplish its set objectives. It
involves the decision of choosing the long term plans from the set of available

alternatives.

Grand Strategies are also called as Master Strategies or Corporate Strategies.

Grand Strategies

- Growth or Retrenchment Combination

Strategy Strategy
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\ITeIVIISERIIM Strategy Formulation - Grand Strategies:

A company’s directional strategy is composed of three general
orientations:

Deemed to ba University

1. Stability Strategies are to Make no change to company’s current
activities

2. Growth & Expansion Strategies are to Expand the company’s
activities
3. Retrenchment Strategies are to Reduce the company’s level of

activities.

4. Combination Strategies to combine any of the strategies to
perform two or more activities at a time.
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\ITeIVIISERIIM Strategy Formulation - Grand Strategies:

Grand Strategies

Internationalization

A4
% Y \I/
Stability Expansion strategies Retrenchment strategies
strategies v
| Combination
x v strategies
No change \Y%
strategies
€ Concentration Turnaround l
Pause/proceed i
with c{:nion i Divestment
. Diversification Simultaneous
TR Liquidation
Cooperation 9 Sequential
Profit strategies Conmibilnation

of both
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\WICIe[NIISSHIIM Grand Strategies — Growth & Expansion Strategies:

The overall objective of
the Growth and
Expansion Strategies is to
achieve a higher growth
than the previous period

or performance.

International Concentration

Diversification Integration

Cooperation
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\IoIe[RIISTRIIMN Grand Strategies — Growth & Expansion Strategies:

Concentration Strategy is a

business strategy that

focuses on a single niche

: 3. Market 1.
and competes in the same Parateatian i
category. Strategy Development

2. Market
Development

Scope of Concentration Strategy
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\WICIe[NIISSHIIM Grand Strategies — Growth & Expansion Strategies:

Integration Strategy is a strategy

in which various operations and

components of operations such 3. Backward
as competitors, suppliers, or Integration 1.
| | {Part of Horizontal

distributors are controlled and Vertical Integration
Integrationt}

integrated without changing the

target customer market.

2. Forward
Integration{Part of
Vertical Integration}

Scope of Integration Strategy
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\IoIe[RIISTRIIMN Grand Strategies — Growth & Expansion Strategies:

Cooperative Strategy is a / | N\

[ ‘
planning approach where two or . Takeovers
more firms collaborate to —— \/ r—
)\

achieve a common objectlve. /f \\'. Expansion /7 Joint

Instead of competing against | Merger . through Ventures

~ Cooperation
each other, they work together to v\/?_\

create value and achieve their

Strategic
Alliance

goals.

Scope of Cooperation Strategy
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\WICIe[NIISSHIIM Grand Strategies — Growth & Expansion Strategies:

Diversification strategy is

g9 Crescent
P

adopted when a business or a

company proceed with the Concentric
diversification

growth and development and
expand its business in different

(new) markets and product areas | Vertical 5 Conglomerate
diversification Diversification diversification
strategy
company
developing new
products in new
markets

Scope of Diversification Strategy



\WICIe[NIISSHIIM Grand Strategies — Growth & Expansion Strategies:
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Advantages of Growth Strategies

Products Development
Market Expansion
Economies of Scale
Competitive Advantage

Spread-out the Risk
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\WISIe[VIISHIIM Grand Strategies - Stability Strategies:

Under Stability Strategies, an organization will retain its current strategy

and it will continue focusing on its current products and markets.
Three major types of stability strategies:
1. No-Change Strategy
2. Pause/proceed with caution,

3. Profit Strategies.
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\WISIe[VIISHIIM Grand Strategies - Stability Strategies:

No Change / Do Nothing

« Continue with present
strategy

* Not to adopt anything new
and to stay on current
work.

Pause/ Proceed with caution

A firm adopts such strategy if
in the past it has enjoyed rapid
growth.

The firm wants to take some
rest before pushing for growth
again or firm moves cautiously
before it proceed. It is
temporary strategy.

A firm can use rest period to
make its production more
efficient to exploit future
opportunities.

Profit Strateqy

It capitalises on a
situation when old
product / technology is
replaced by new one.

It does not require new
investment. So it is not a
growth strategy. Firms
follow the same
technology at least
partially while transiting
into new technology.

Company may give up
some of its market share
to make profit.
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IO [VIISHIIME Grand Strategies - Retrenchment Strategies:

Retrenchment strategy is

adopted when a business or a

company wants to reduce one or

more businesses in order to cut BR
Liquidation

the cost and to reach a stable

financial position.

2.
Divestment

Scope of Diversification Strategy
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WICIoINIIEEIIME Grand Strategies — Retrenchment Strategies:
Turnaround Strategy Divestment Strategy Retrenchment Strategy

« Take Control of Cashflows « Removal of Product with * Huge and Continuous Loss

* Right Team in Place less return * Less or no profit for a

« Appropriate Business Plan * Withdrawal of Product due considerable period

« Cost Control to stiff competition * Poor management

« Arrangement of Turn « Sale of new business dueto || = Failure of earlier strategies
around Finance mismatch of Business line .

e To overcome Huge Losses
- Sale of business in order

increase the focus on core

ore more profitable

business
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WL [VIISHIIM Grand Strategies — Combination Strategies:

Combination Strategy

Master strategies

IS one that simultaneousl
y combines the elements
of master strategies, enab
ling the achievement of th Combination of
e primary objective. It is a master strategies
network of diverse
strategies that are interco

nnected and interdepende
Combination
Retrenchment strategy

nt on one another.
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Yo Ie S|SB Porter’'s Diamond Model - Globalisation:

Porter Diamond Theory of

National Advantage or

Porter Diamond Model:

It is a model that
describes the competitive
advantage that nations in
a globalized economy
possess based on factors
available to them.

It explains how
governments can act to
improve a country's
position in a globally
competitive economic

environment.

FIRM
STRATEGY,
STRUCTURE
AND RIVALRY

FACTOR \ ~ DEMAND

CONDITIONS LW CONDITIONS

'RELATED AND. %
. SUPPORTING
INDUSTRIES
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Modules-lll:

Porter’s Diamond Model - Globalisation:

Firm Strategy,
Structure and
Rivalry

Chance

- Random
events
- Natural
disasters
- Scientific
break-
throughs
- Terrorist
attacks

Factor
Conditions

Demand
Conditions

Size of the

Sophisticated
and
demanding
domestic
customers
Customer
needs that
anticipate
those
elsewhere

Related and

Supporting
Industries

Presence of
‘competitive
related and
supporting
industries
Domestic

suppliers that

are strong.
global players
themselves

Government

- Government

policies

- Industry
regulation

- Government
role as a
catalyst and a
challenger

Source: https://lwww.business-to-you.com/porter-diamond-model/
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\ISTe[UIISIHAVA Strategy Analysis and Choice:

 Process of Choosing a Strategy

« Factors Influencing Choice of Strategy (Subjective Factors and

Quantitative Factors)

 Pyramid of Strategic Implementation

* Business Portfolio Analysis (BCG Matrix, GE Matrix, Multi Business

Strategies, Strategies for Not-for-Profit Business)
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Modules-IV: EERIrRsi Choosing a Strategy:

Focusing on
strategic
alternatives

Evaluating
strategc
alternatives

Process of making a choice
related to the Strategies involve
various inter-related steps. It
starts once multiple strategies to
deal with a strategic obstacles are
identified through formulation

Process.

Considering
Decision factors

Ohjective
factors

Subjective
factors

Strategy
Choice
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Modules-IV.: ISt Influencing Choice of Strategy:

.................................. External Factors
Economic, Competitive Company .
societal, political, conditions and opportunity and Subjective Factors
and government industry threat are those factors that
regulations attractiveness _ _
. influence the choice
The mix of considerations that determines of a Strategy. They
a company's strategic situation | include both external
Coinpariy strengths Parsanalambilans S and internal factors.
and weaknesses, and business company culture
competencies and philosophies of key
capabilities executives

lllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllll

---------------------------------------------------------------------------------------------
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WITeIVISERAYMl Py ramid of Strategic Implementation:

Pyramid of Strategic Strategic vision
. Strategic plan
Implementation Implementation plan

connects the three

iImportant

Leadership Competent
Management
Communicate the &
components of Strategy £ ' Align Strategy and
involve Employees ..:TRAT:GY ) Structure
Strateg y People-oriented i mlﬂ‘" TION Change the Culture
Management "W\ Empower employees
Implementation i.e. Monitor and Learn Strategy
Hire and Retain e commitment
Content, Process Employaes o Political Interests

Train and Develop

Reward Performance
Employees

(Procedures) and

Context.
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oo INIISERINMN B siness Portfolio Analysis — BCG Matrix:

Boston Consulting

Group (BCG) Matrix is a )

[
Question mark

strategic planning tool
used to evaluate a firm’s

brand portfolio or

-
s
2
o
m
:
s

business potfolio.

It helps in classifying the
businesses/products
into four categories on
the Dbasis of market
growth and market share

matrix.




oo INIISERINMN B siness Portfolio Analysis — BCG Matrix:

Annual real rate of market growth (%)

HIGH

LOW
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Strategies to be adopted in Each Case

Earnings: low, unstable, growing
Cash flow: negative Earnings:  high stable, growing
Strategy: analyze to determine Cash flow: neutral
whether business can
be grown into a Strategy:  invest for growth
star, or a
will degenerate
into a dog )
Earnings:  low, unstable Earnings:  high stable
Cash flow: neutral or negative Cash flow: high stable
Strategy:  divest Strategy:  milk ﬁ
LOW HIGH

Relative market share



g9 Crescent

‘ Institute of Science & Technology

Deamed to be University u/s 3 of the UGC Aet, 1956

\WIeJoINIISERINMN B isiness Portfolio Analysis — GE Matrix:

GE-McKinsey Matrix, also
INVEST INVEST SELECTIVITY. known as the General
G0 GO Enstllles Electric Matrix or Nine-

(nn

two key factors: industry

=
ﬁ O
Cl T
>
A S box Matrix, is a strategic
é g INVEST 5ELECHVJIY HARVEST t00| used in Corporate
E B GROW EARNINGS DIVEST
i S strategy to analyze and
o
A prioritize business units
- -
2l <= | SELEGTIVIIYA| HARVEST HARVEST .

or product lines based on

=l O |EARNINGS DIVEST DIVEST P

attractiveness and

HIGH MEDIUM LOW

COMPETITIVE STRENGTH competitive strength.
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\[eJeIUIIEIAVAM \/ulti Business Strategies:

v Multi-business Strategy is a type of international business strategy in

which a company decentralizes its operations and allows each country or
region in which it operates to tailor its products or services to local
market needs and preferences.

v’ This strategy involves using entirely different sales tactics, marketing
strategies, and product portfolios based on the specific countries they’re
operating in.

v A multi-brand strategy helps a business reach a certain goal, whether it is

functional or intentional
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\IOTeIRISIRAVAR Strategies for Not-for-Profit Organisations:

Not-for-Profit Organizations do not earn profits for their owners.

» All of the money earned by or donated to a not-for-profit organization is used in
pursuing the organization’s objectives and keeping it running; income is not
distributed to the group’s members, directors, or officers.

» These organizations work for social causes such as human rights, poverty
eradication, environment protection, animal right, etc.

» The strategy adopted by these types of organization should focus on the following
points:

* Clear Vision, Mission and Objectives
°* Communicating the Strategic Intent
* Transparent and Open Processes

* Qualitative Human Resource

* Reaching Out Mases



Thank you
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\[eIe[VISISEAVA Strategic Implementation and Control:

« Approaches to Implementation of Strategy
7 s Model

« Strategic Control Process
 Du Pont’s Control Model

e Balanced Score Card



\IoIeIVISISRAVA A pproaches to Implementation of Strategy:
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Strategy Implementation is the process of putting a company’s strategic

plans into action. It is important in business because it ensures that the

company’s goals and objectives are achieved. There are different

approaches to strategy implementation. A management can adopt any of the

following approaches based on the feasibility and requirement.

Top-down direction: Involves top management dictating courses of action.
Collaborative route: Involves employees at all levels in decision-making.

Adaptive tactic: Involves experimenting and adapting as new information emerges.
Transformative method: Focuses on creating significant change within the
organization.

Incremental steps: Achieves strategic goals through small, gradual steps.
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7 S Model is atool that analyzes
company'’s organizational
design by looking at 7 key
internal elements.

The elements are structure,
strategy, systems, skills, style,
staff and shared values.

The model helps to assess and
monitor  changes in the
organization and to align the
elements to  achieve its
objectives.

The model is also known as the

McKinsey 7S model.

Structure

Strategy

<

Shared
Vision

Systems
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\[eIe[VIISISEAVA Strategic Control Process:

Strategic Control Process is designed to ensure that a company’s strategy is

being implemented effectively and to make adjustments as necessary.

Following are the various steps in strateaic control process:

v’ Determining What to Control
v/ Setting Standards Step 1

Establish Performance

v .
Measuri ng Performance Objectives and Standards

v Comparing Planned and Actual Performance

v" Analyzing Deviations Step 4
Take Necessary The Control _LSte 2

v Adapting Strategy and Corrective Actions action Process TR
Performance

Step 3

Compare actual
performance with
Objectives and Standards
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\WIeIoIVI[SSEAVAN Du Pont’s Strategic Control Model:

DuPont Model is a framework for analyzing the drivers of return on equity (ROE)

developed by the DuPont Corporation. It decomposes ROE into net profit margin,
asset turnover and equity multiplier, and can be used to compare and improve

financial performance.

C FORMULAES 3¢ USES J
[ 4 ) ) .
* Using modified equation of Return on
The Dupont analysis breaks the formulae of Equity, one can make more informed
ROE mto 3 parts {thereby elminating the decision by understanding company’s
deficienciesin the ROE formulae) position better.
v' ROE = Net Income / Shareholder’s * If the Return on Equity either increases
Equty due to mcrease mn cperating efficiency or

improved asset utilization, it is a good sign
v ROE = (Netincome / Shareholder’s for inwestors.
Equity) X (Income/ Sales)

* [f Return on Equity mereases on account

¥ ROE = (Netincome / Shareholder’s of financial leverage, it would mmply that
Equty) X (Income/ Sales) X (Asset / the profitis due to the financial strategy of
Shareholder’s Equity) the company rather than good cperations

/ of it y
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oo INIISSRAYM 5 5| anced Scope Card:

Balanced Scorecard (BSC) is a

tool to align an organization's
strategy with its actions and

outcomes.

" Jtis used to measure and improve

business performance, and what are 5 5
Vision and

its four main perspectives.

strategy

" Companies use the BSC to gather
important information related to
objectives, measurements, initiatives,
and goals across these four

perspectives.
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Thank you
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