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Preface

Welcome to this new edition of ‘Strategic Management: Simplified’, 12" Edition! As an author, I am sensitive to
your learning needs. I believe that presentation is an effective tool that determines the success of an author. For
this very reason, I have taken your point of view into consideration. In writing each chapter, I have taken every
care to make the content informative as well as easy and interesting to read.

This course can have a major impact on your career direction and future success. It provides the comprehensive
knowledge of strategic management that would help you to utilize your talent in the dynamic 21% century
business world.

The aim of ‘Strategic Management: Simplified’ is to help CA Intermediate (New Course) students by clearly
explaining, analyzing, and evaluating important strategy concepts. My approach in writing this book was
essentially twofold: to write an accessible textbook that students feel comfortable with but without compromising
on the academic rigour.

The case-studies, herein, have been taken from contemporary world and leading brands around us. These help
to bridge the gap between theory to practice; aiming not only at a comprehensive learning experience but also
offering an interesting reading. To supplement this, I have tried to adopt a user-friendly writing style that gives
clear and concise explanations to help students engage readily with the content and grasp complex strategic
concepts easily.

The book ‘Strategic Management: Simplified” has been divided into Five chapters. The chapter organization
provides a student-friendly approach to the study of strategic management. Structure of this book has been
shown in this diagram.

Chapter 1

Introduction
to Strategic

Management
Chapter 2
Chapter 5
Strategy
Implementation and
Evaluation
Chapter 3

Chapter 4

Strategic Analysis:
Internal Environment

S~

I would be happy to get your feedback, comments and queries. You can get in touch with me at
om.trivedi@ymail.com, www.facebook.com/strategyclasses
or call me at 9953922272 (between 8 pm - 10 pm).

Good luck for a challenging and successful learning experience!

Strategic Choices

Let’s Simplify SM
2 Prof. Om Trivedi



The need to understand strategy as a subject

“Victorious warriors win first and then go to war, while defeated warriors go to war first and then seek to win”

The world keeps changing. It always has and always will. This is the fundamental value of strategic management,
for the use of strategic planning is to make decisions now so as to guide an organization’s future directions.

The basic challenge for any company (or, for that matter, for any living thing) is survival. And to survive over
the long term, a company must have two strategic capabilities:
o the ability to prosper and
o the ability to change

What is most surprising is the amount of change going on around us! And we notice, at the same time, how
some organisations change very little.

Darwinism says:
“Struggle for existence, survival of the fittest and origin of new species”.

“It is not the strongest of the species that survive, nor the most intelligent, but the one most responsive to change.”

Over any time period, say one, five, ten years, in any geographic region thousands upon thousands of new
organisations are set up, and within the same time frame many thousands are dissolved, mostly small ones
but sometimes very large ones too. Some organisations go on for a very long time. For instance, the Tata Group
established by Dorabji Tata has been flourishing since 1907 whereas few commercial organisations have survived
for more than a century. On an average, however, the lifespan of commercial organisations in our country is about
50 years.

Over the years, surviving organisations change their structures as well as the composition of their activities.
As they do so they either threaten or create opportunities for others. Whole new industries appear as new
technologies are developed, creating niches of new activities for both new and old organisations, while other
industries disappear.

Many organisations reduce their workforce in downsizing, delaying activities. Many relocate their activities
from one country to another. Some focus on one locality while others operate globally. From time to time, there
are major changes in how organisations are governed. There are private and public, commercial and charitable,
governmental and industrial organisations all interacting with each other in many different ways.

Strategic Managementis all aboutidentification and description of the strategies that managers canimplement
so as to achieve better performance and a competitive advantage for their organization. Competitive advantage
allows a firm to gain an edge over rivals when competing. It is a 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 other words, an
organization is said to have competitive advantage if its profitability is higher than the average profitability for all
companies in its industry.

“If you don’t have a competitive advantage, don’t compete”

The manager must have a thorough knowledge and he must analyze the general and competitive organizational
environment so as to take right decisions at the right time. They should conduct a SWOT Analysis (Strengths,
Weaknesses, Opportunities, and Threats), i.e., they should make best possible utilization of strengths, minimize
the organizational weaknesses, make use of opportunities arising from the business environment and shouldn’t
ignore the threats.

Prof. Om Trivedi
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Chapter QOutline

Every chapter contains a chapter
outline that provides an overview of the
chapter with important topics covered.
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Flow Diagrams

Flow diagrams have been used at
relevant places to depict the concept
in simulated manner. The purpose is to
provide visualization of the theoretical
concept or some phenomenon.
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Examples

Each chapter includes examples
illustrating the concepts you
need to know and the techniques
you need to learn.
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Visual Walkthrough

DID YOU KNOW?

Apple is a company that once knew the one product they offered was inferior
o their competitr' (BM) product. In production cost, competitve price, qual-

ity i
months, they managed to lose over $6.5 million. In  ten-year period, they lost g

11% They knew dras- 8
survival

veloping astrategicplan.

for < stock. 50 he acted.

growingone.

Divestment Strategy

OtvestmensSstegy | Divsnent Sy v th sl o o of  pordon of businss. or
syt | & msor dion, profit cente o SEU. Divestment s 2 part of rhbiitaton or
oty | restructuning pan, and Is adopted when & tumaround has bees atempred but has

ongr | proved to be unsuccessful.
o et | o .

. Acquired business proves to be a mismatch and cannot be inegated within the
Company.
b N o s o  oilr s et el bl o o
whole Comps

4 Inabilly 1o invest i the technological upgradation required o surive in
business.
e. Availabilty of a better alternative for investment

q Liquidation Strategy

A liquidation sty involves closing down i and seling of all s assets and
d

y the last resort,
Le.wh d be successful.

a. Loss of employment for workers,
it

e, Stigma of failure.
While selling off is assets, buyers may be diffiult to find. The firm cannot get
“distress sale’

Check Your Progress

1. State with reasons which of the following statements is correct or incorrect.

»

(a) “Industry is a grouping of dissimilar firms. oy
Answer: Please refer to page
Incortect: Industry is  consortium of firms whose products or services have homogenous attributes or
are close substitutes such that they compete for the same buyer. For example, all paper manufacturers
constitute the paper industr
(b) The purpose of SWOT analysis is to rank organizations. o)
Answer: Please refer to page
Incorrect: SWOT analysis stands for the analysis of strengths, weaknesses opportunities, and threats.
It is ot used for ranking of organizations. It is a tool for organizational and environmental appraisal
necessary for formulating effective strategies.
PLC is an § shaped curve. oy
Answer: Please refer to page
True: PLC s a S-Shaped curve showing graphical representation of sales over time that passes through
four stages that is, introduction, growth, maturity and decline phase. Identification of PLC stages of any
products or service s very helpful in marketing management.
The process of strategy avoids matching potential of the organization with the environment
opportunties. [
Answer: Please refer to page
Incormect: In the pracess of strategic management an organization continuously scan its relevant
envizonment to identify various opportunities and threats. Drganizations keen to grow and expand often
ook for promising opportunities that match their potential. Such opportunities become a good stepping
stone for achieving the goals of the organization
Strategies provide an integrated framework for the top management. e
Answer: Please refr to page
Comect: Strategies provide a framework for management to negotiate its way through a complex and
turbulent exteral environment. They provide a systematic basis for the enterprise to stand its ground
in the face of challenge and change as also to quickly adjust to t
() Portflio analysis helps the strategists in identifying and evaluating various businesses of a company.

Answer: Please refer to page

. Fill in the blanks in the following statements with the most appropriate word:

(2) Strategic analysis largely involves making subjecti based on objective information.

50 A busnese i collecton o buinesses and procts tht make up th company,

(©) The ADL D. Litle is 2 Porfolio Manage que that is based o the.

(@) An opportunity is a favourable condition in the organization's which enables it to
strengthen its position.

(€) A business portfolio is a of bsinsesand prducs it ke  the mpas

(6) Experience curve shows the relationship betiv ot nd Camiatve prodction qantity

(9 The Arof Gt matic . ot el iesesdecid thes ot and strategy.

!a) secsions (5 portlic; (9 Poduc Lie Gyl (PL0) (&) evionmen; (o) callction; () poduction
(g) market grow

Did You Know Box

Here, we tried to introduce some
industry and real life aspects of
strategic management. This box
has also been created keeping in
mind CA IPCC questions, being
asked in the examinations.

Author’s Note

Sometimes it is not possible for the
students to understand the complexity
of the concepts and problems in the
examination hall. The author has
tried to explain those complexities
through ‘Author’s Note” Boxes.

Check Your Progress

It has been given in the form of ‘Check
Your Progress’ This will help the CA
Intermediate students in learning

the recalling progress and serves

as ready reference to the previous
years’ examination questions.

Glossary

A complete glossary of strategic
management concepts has

been provided in the book for
quick recap of the important
topics discussed throughout.
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this is an extremely complex process, which demands a systematic

heagniotionadmarchig

analyzing macro.

o AFimis

the company's boundaries.
@ By relevant, we mean important enough (o have a bearing on the decisions the.
company ultimately makes about its direction, objectives, strategy, and business.

model.
the company’s direction and strategy.
@ The factors and forces in a company's macro environment having the biggest

strategy-shaping Impact almost always pertain (© the company’s immediate
industry and competitive environment.

FIGURE 3.3
From Thinkin
Strategically about the
Company’s Situation to
Choosing a Strategy

AUTHOR’S NOTES

Important factors to be taken into account while
doing a situation analysis:
L

company

Situation - how are you getting your product to the
market? Do you need to go through distrbutors or

tuct? You
may want to break this defntion into parts such as
the core product and any secondary or supporting.

V. Environmental foctors: What are the exteral and.
internal environmentalfactorsthat needs to be taken

into account?

por

client needs.

II. Competitve situation: Analyze your main competi-
tors- whoare they? What?are they up to? Howdothey
‘compare? What are their compeitive advantages?

Il Distrbution situation: Review your distibution

here ares what are the urrent opportunites available
inthe market, the main threats that business s facing
and may face in the future, the strengths that the
business can rely on and any weaknesses that may
fect the businessperformance?
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Objectives:

To develop an understanding of strategic management concepts and techniques and acquire the ability to apply
the same in business situations.

Contents:

1. Introduction to Strategic Management:
(i) Meaning and Nature of Strategic Management.
(ii) Importance and Limitations of Strategic Management.
(iii) Strategic Intent - Vision, Mission, Goals and Values.

(iv) Strategic Levels in Organizations (Network, Corporate, Business and
Functional).

Chapter 1

2. Strategic Analysis: External Environment:
(i) International and Macro Environment: PESTLE Analysis.
ii) Defining the industry for analysis (Value Chain, PLC).
(...) S Y Y .( . ) Chapter 2
(iii) Porters Five Forces - Industry environment analysis.
(iv) Understanding customers and markets.

(v) Competition in the industry.

3. Strategic Analysis: Internal Environment:
(i) Understanding key stakeholders (Mendelow’s Model).

(ii) Strategic drivers (Industry & markets, Customers, Channels, Product &
Services, Competitive Advantage). Chapter 3

(iii) The role of resources and capabilities.
(iv) Combining external and internal analysis (SWOT Analysis).
(v) Gaining competitive advantage (Michael Porter’s Generic Strategies).

4. Strategic Choices:

(i) Strategic Choices: Concentric, Conglomerate, Market Development, Product
Development, Innovation, Horizontal integration, vertical integration,

Turnaround, Divesture, Liquidation. Chapter 4

(ii) How to Develop Strategic Options:
- Ansoft’s Matrix - ADL Matrix - BCG Matrix - GE Matrix

5. Strategy Implementation and Evaluation:

(i) Implementation: Formulation vs. Implementation Matrix, Linkages and

Issues.
ii) Strategic Change through Digital Transformation.
(if) . - cnE Chapter 5

(iii) Organisation Structure (hard) and Culture (soft).
(iv) Strategic Leadership.

(v) Strategic Control.

(vi) Strategic Performance Measures.
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An Introduction to
Strategic Management

“Victorious warriors win first and then go to war, while defeated
warriors go to war first and then seek to win”

— Sun Tzu

Winning is not a sometime thing; it’s an all-time thing. You don’t
win once in a while, you don’t do things right once in a while, you do
them right all the time. Winning is habit. Unfortunately, so is losing..

- Vince Lombardi

To be successful, you have to have your heart in your business, and
your business in your heart.

— Thomas Watson, Sr.

Whether it’s Google or Apple or free software, we've got some fantastic
competitors and it keeps us on our toes.

— Bill Gates
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An Introduction to Strategic Management _

Introduction
A business is created to provide products or services to customers. If it can conduct Firm ‘ .
its operations effectively, its owners earn a reasonable return on their investment in | Afirm (or business) s an enterprise
the firm. In addition, it creates jobs for employees. Thus, businesses can be beneficial | ! provides products or services

to society in various ways. desired by customers
A business (or firm) is an enterprise that provides products or services desired
by customers. Along with the large, well-known businesses such as the Coca- === w—— @ —
. . I . N A
Cola Company and IBM, there are many thousands small businesses that provide == == = —
.. . . | I L\ ]
employment opportunities and produce products or services that satisfy customers. == E— - —
| |
Over any time period, say one, five, ten years, in any geographic region thousands s —— — - —
I - v I

upon thousands of new organisations are set up, and within the same time frame
many thousands are dissolved, mostly small ones but sometimes very large ones too.
An analysis says that approximately,

5,00,00,000 new firms are born every year across the globe or about 1,37,000 per
day. And, similar number of firms are close as birth and death rates are about
equal, the same number of active firms, say 1,30,000 probably terminate trading

each day, worldwide. | I

Some organisations go on for a very long time. For instance, the Tata Group
established by Dorabji Tata has been flourishing since 1907 whereas few
commercial organisations have survived for more than a century. On an average,

however, the lifespan of commercial organisations in our country is about 50
years

Over the years, surviving organisations change their structures as well as the
composition of their activities. As they do so they either threaten or create
opportunities for others. Whole new industries appear as new technologies are
developed, creating niches of new activities for both new and old organisations,
while other industries disappear.

Important decisions that need to be made in a business

i. Is it worthwhile to create the business?
ii. What resources does the business need to provide its services?
iii. What types of stakeholders must the business attempt to satisfy?

iv. What are the key functions that are supposed to be performed to manage the
business?

Management

Management

Management is a field of study and profession which pertains to management
principles, techniques, functions, etc. Here, we find a team or class of people Mgnagemgnt:sbathartar?d
(Individual) or may be a group of persons who perform managerial activities. It | *dence./tisthe art of making

. . s . . . . . . le more effective than they
is a process of managerial activities-planning, organizing, staffing, directing, |"*”

pro & P & 018 & & 8| Would have been without you. The
controlling.

science is in how you do that.
Management is both art and science. It is the art of making people more effective

than they would have been without you. The science is in how you do that.
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FIGURE 1.1

Management Process
in an Organization

* Planning

* Organizing
* Staffing

* Leading

* Controlling

Example

Four workers can make 6 units in an eight-hour shift without a manager. If | hire Mr. Madan to
manage them and they still make 6 units a day, what is the benefit to my business of having
hired Mr. Madan? On the other hand, if they now make 8 units per day, Mr. Madan, the manager,
has value.

On the basis of the above example, management can be defined as-

“the art of getting things done through and with people’.

Definitions

“Art of knowing what you want to do and then seeing that it is done
the best and cheapest way’. FW. Taylor

“To Manage is to forecast, to plan, to organise, to command, to
coordinate and to control’. - Henry Fayol

“Management is a function, a discipline, a task to be done, and
managers practise this discipline, carry out the functions and
discharge these tasks.” - Peter E Drucker

Management is the process by which managers create, direct, maintain
and operate purposive organizations through systematic, coordinated
and co-operative human effort.” - Dalton McFarland

External Environment
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The term ‘management’is used in two senses, such as:

1. A key group in an organisation in-charge of its affairs

*

In relation to an organisation, management is the chief organ entrusted with
the task of making it a purposeful and productive entity, by undertaking
the task of bringing together and integrating the disorganised resources of
manpower, money, material, and technology, which are then combined into
a functioning whole.

An organisation becomes a unified functioning system when management
systematically mobilises and utilises the diverse resources efficiently and
effectively.

The survival and success of an organisation depends to a large extent on the
competence and character of its management.

Management has to also facilitate organisational change and adaptation for
effective interaction with the environment.

2. A set of interrelated functions and processes carried out by the management
of an organisation:

*

*

Functions include Planning, Organising, Directing, Staffing and Control.

The functions or sub-processes of management are wide-ranging but closely
interrelated.

They range all the way from determination of the goals, design of the
organisation, mobilisation and acquisition of resources, allocation of tasks
and resources among the personnel and activity units and installation of
control system to ensure that what is planned is achieved.

Managers formulate organisational goals, values and strategies, to cope with,
to adapt and to adjust themselves with the behaviour and changes in the

environment.

DO YOU KNOW?

Three Levels of Management

Administrative or Top Level: /t consists of board of
directors, chief executive or managing director. The
top management is the ultimate source of authority
and it manages goals and policies for an enterprise.
It devotes more time on planning and coordinating
functions.

. Executive or Middle Level: The branch managers

and departmental managers constitute middle level.
They are responsible to the top management for the
functioning of their department. They devote more
time to organizational and directional functions.

Supervisory or Lower Level: Lower level is
also known as supervisory / operative level of
management. It consists of supervisors, foreman,
section officers, superintendent etc.  They are
concerned with direction and controlling function of;

Top
Managers
- Set objectives

« Scan environment
« Plan and make decisions

Middle Managers
Report to top management
Oversee first-line managers
Develop and implement activities
Allocate resources

First-line Managers
Report to middle management
Supervise employees

Coordinate activities

Are involved in day-to-day operations

management.



_ Strategic Management: Simplified (fet’s Simplify it !)

Strategy

Strategy refers to the ideas,
plans and support that firms
employ to compete successfully
against their rivals.

The concept of strateqy helps us
know why some organizations
succeed and others fail.

FIGURE 1.2
Military Strategy

Business Strategy

Business strategy is concerned
with how a firm competes.

What is Strategy?

In the context of business, the application of the term ‘Strategy’ relates to the ways,
the business decides to respond to dynamic and often hostile external forces while
pursuing their vision, mission and ultimate objectives.

The very incorporation of the idea of strategy into business organizations is intended
to unravel complexity and to reduce uncertainty caused by changes in the
environment. Strategy seeks to relate the goals of the organization to the means of
achieving them. Strategy is the game plan that the management of a business uses to
take market position, conduct its operations, attract and satisfy customers, compete
successfully, and achieve organizational objectives.

The term strategy is associated with unified design and action for achieving major
goals, gaining command over the situation with a long-range perspective and
securing a critically advantageous position, its implications for corporate functioning
are obvious.

The concept of strategy helps us know why some organizations succeed and others
fail. Failure or success of an organization is typically driven by economic factors and
strategy explains how to make money. Good strategies make higher profits, and bad
ones threaten the firm’s existence. Strategy refers to the ideas, plans and support that
firms employ to compete successfully against their rivals.

“Strategy is the overall plan of a firm deploying its resources to
establish a favourable position and compete successfully against its
rivals. Strategy describes a framework for charting a course of action.”

The concept of strategy has been borrowed from the military and adapted for use
in business

Internal External
Special € Match ———3 Battle
capabilities terrain

o Business strategy is concerned with how a firm competes.

Strategy is about competitive position, about differentiating yourself in the eyes
of the customer, about adding value through a mix of activities different from
those used by the competitors.

Definitions

Igor H. Ansoff:

“The common thread among the organization’s activities and

product-markets that defines the essential nature of business that the
organization was or planned to be in future.”

William F. Glueck:

“A unified, comprehensive and integrated plan designed to assure that
the basic objectives of the enterprise are achieved.”
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Internal External FIGURE 1.3
Strength Opportunity Bu51ness Strategy
Apply, sustain Discover
Strategy
Overcome Avert
Weakness Threat

o We may define the term ‘strategy’ as a long range blueprint of an organization’s
desired image, direction and destination - what it wants to be, what it wants to do
and where it wants to go.

o Strategy is the consciously considered and flexibly designed scheme of corporate
intent and action to achieve effectiveness, to mobilise resources, to direct
effort and behaviour, to handle events and problems, to perceive and utilise
opportunities, and to meet challenges and threats to corporate survival and
success.

o Strategy is meant to fill in the need of organizations for a sense of dynamic
direction, focus and cohesiveness. Objectives and goals are essential to give a
direction to business, but they do not fill in the need alone

o Strategy provides an integrated framework for the top management to search
for, evaluate and exploit beneficial opportunities, to perceive and meet potential | Important to note that strategy
threats and crisis, to make full use of resources and strengths, and to offset | isnosubstitute for sound, alert
corporate weaknesses. and responsible management.

o Important to note that strategy is no substitute for sound, alert and responsible
management. It must be recognised that strategy can never be perfect, flawless | /t must be recognised that
and optimal. It is in the very nature of strategy that it is flexible and pragmatic to | strategy can never be perfect,
take care of sudden emergencies, pressures, and avoid failures and frustrations. flawless and optimal.
In a sound strategy, allowances are made for possible miscalculations and
unanticipated events.

Strategy is Partly Proactive and Partly Reactive

A company’s current strategy flows from both previously initiated actions and
business approaches that are working well enough to merit continuation, as well as
newly initiated managerial decisions and actions that strengthen the company’s
overall position and performance.

Thus, strategy partly is deliberate and proactive, standing as the product of
management’s analysis and strategic thinking about the company’s situation and its
conclusions about how to position the company in the marketplace and tackle the
task of competing for buyer’s patronage.

However, not every strategic move is the result of proactive planning and deliberate
management design. Things happen that cannot be fully anticipated or planned
for. When market and competitive conditions take an unexpected turn, or some
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aspect of a company’s strategy hits a stone wall, some kind of strategic reaction or
adjustment is required.

acompany’s strategy is always | Hence, partially, a company’s strategy is always developed as a reasoned response

developed as a reasoned response | o unforeseen developments in the business environment as well as the situations
to unforeseen developmentsin | within the firm.

the business environment as well

Strategy helps unravel complexity and reduce uncertainty caused by changes in
as the situations within the firm &Y P plexity ty Y &

the environment. It also means to identify existing problems and solving them by
executing revolutionary ideas.

AUTHOR’S NOTES

Proactive Strategy

« lItis an approach where organization takes the initiative or acts as first mover.

- Itis an approach to a business situation that involves anticipating market and competition changes in advance
of their actual occurrence and making appropriate organizational shifts in response.

« Many high technology business operators need to take a more proactive strategy to deal with
the rapidly changing marketplace for their company’s products.

Example: Steve Job’s initiative to develop smart phones in Apple.

Reactive Strategy ¢

- Itis an approach where organizations react to their competitor’s actions.

« ltisaslow response to changes in a firm's environment and undertaken only when a
management is forced to take rear guard action.

Example: Samsung/Sony/Nokia’s smart phones developed in reaction to Steve Job’s initiative to
develop smart phones in Apple.

As shown in Figure , a company’s strategy evolves from one version to the next as managers abandon obsolete or
ineffective strategy elements, settle upon a set of proactive/intended strategy elements, and then adapt the strategy
as new circumstances unfold, thus giving rise to reactive/adaptive strategy elements. A company’s strategy thus
tends to be a combination of proactive and reactive elements In the process, some strategy elements end up being
abandoned because they have become obsolete or ineffective.

Abandoned strategy
elements

Y

Proactive strategy elements
efogzzrc“e/s New initiatives plus ongoing
Kr?ow-how’ strategy elements continued ~=—————3 Latest
from prior periods version of
ftsourctis, company
rength, strategy
Weaknesses
d Adaptive reactions to changing G
anc . —>| strategy)
Competition circumstances
capabilities
Reactive strategy elements
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Example:

UPI, Unified Payments Interface. UPI has changed the entire digital payments landscape in
India and has now even gone global. A true example of Made in India for the world. It was all L ,:

because of a well-planned identification of existing problem statement, formulating a strategy | = vnwreo pavmenrs ~s~lr£
putting it to perfect execution.

Check Your Progress [Scenario Based Question SBQs]

SBQ 1: Yummy Foods and Tasty Foods are successfully competing in the business of ready to eat snacks in
Patna. Yummy has been a pioneer in introducing innovative products. These products will give them good
sale. However, Tasty Foods will introduce similar products in reaction to the products introduced by Yummy
Foods taking away the advantage gained by the former.

Discuss the strategic approach of the two companies. Which is superior?

Strategic Management

Strategic management is a process to determine mission, vision, values, goals, | >tategic Management
objectives, roles and responsibilities, timelines, etc. Strategic management is a process
to determine mission, vision,
values, goals, objectives, roles and
responsibilities, timelines, etc.

Strategic management is a process to determine mission, vision, values, goals,
objectives, roles and responsibilities, timelines, etc.

Strategic management is an ongoing process that .
8 8 gomg p Strategic Management Process

o evaluates and controls the business and the industries in which the companyis | . o
Itis the set of activities that

involved; firm managers undertake
o assesses its competitors and sets goals and strategies to meet all existing and | o put their firms in the best
potential competitors; and possible position to compete

o reassesses each strategy annually or quarterly to determine how it has been ! successfully in the marketplace.
implemented and whether it has succeeded or needs replacement by a new
strategy to meet: changed circumstances,
¢ new technology,
¢ new competitors,
¢ anew economic environment.,

+ anew social, financial,
¢ political environment
Strategic Management can also be defined as: Strategic Management

It refers to the managerial process
of forming a strategic vision, setting
objectives, crafting a strategy,
implementing and executing the

“The identification of the purpose of the organization and the plans and
actions to achieve the purpose. It is that set of managerial decisions
and actions that determine the long term performance of a business

enterprise. It involves formulating and implementing strategies that strategy and then overtimes nitiating
will help in aligning the organization and its environment to achieve whatever corrective adjustments in
organizational goals.” the vision, objectives, strategy, and

execution as are deemed appropriate.
The overall objective of strategic management is:

o To create competitive advantage, so that the company can outperform the
competitors in order to have dominance over the market.

o To guide the company successfully through all changes in the environment.
Finally, the term strategic management refers to the managerial process of
forming a strategic vision, setting objectives, crafting a strategy, implementing



Core Competencies

(Cs are the combination of
resources, capabilities and their
defining characteristics that make
abusiness or an individual stand
out from the competition.

Competitive Advantage
CA refers to factors that
allow a company to
produce goods or services
better or cheaper, generate
more sales with superior
margins compared to its
rivals. CA includes cost
structure, branding, the
quality of product offerings,
the distribution network,
intellectual property,

and customer service.
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and executing the strategy and then overtimes initiating whatever corrective
adjustments in the vision, objectives, strategy, and execution as are deemed
appropriate.

Benefits of Strategic Management

It helps the organization to be more proactive instead of reactive in shaping its
future. Organizations are able to analyze and take action instead of being mere
spectators.

It provides framework for all the major business decisions of an enterprise
such as decisions on businesses, products, markets, manufacturing facilities,
investments and organizational structure.

It seeks to prepare the corporation to face the future and acts as a pathfinder
to various business opportunities. Organizations are enabled to identify the
available opportunities and identify ways and means to reach them.

It helps organizations to avoid costly mistakes in product market choices or
investments.

It helps organizations to evolve certain core competencies and competitive
advantages that assist in their fight for survival and growth.

Strategic management looks at the threats present in the external environment
and thus companies can either work to get rid of them or else neutralizes the
threats in such a way that they become an opportunity for their success.

It also adds to the reputation of the organizations because of the consistency
that results from organizational success.

It gives a direction to the company to move ahead. It defines the goals and
mission. It helps management to define realistic objectives and goals which are
in line with the vision of the company.

It helps to enhance the longevity of the business. With the state of competition
and dynamic environment it may not be possible for organisations to survive in
long run. It helps the organization to take a clear stand in the related industry
and makes sure that it is not just surviving on luck.

Limitations of Strategic Management

The presence of strategic management cannot counter all hindrances and always
achieve success.

Environment is highly complex and turbulent: It is difficult to understand
the complex environment and exactly pinpoint how it will shape-up in future.
The organisational estimate about its future shape may awfully go wrong and
jeopardise all strategic plans. The environment affects as the organisation has to
deal with suppliers, customers, governments and other external factors.

Examples:

Two-Wheeler Electric Vehicles brands counted on strategic benefits they would have because
of the huge push from the government for electric mobility. However, customers are getting
reluctant to purchase EVs due to the safety concerns amid the frequent incidents of battery’s
catching fire. So, strategy cannot overcome a turbulent environment
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o Strategic management is a time-consuming process: Organisations spend a
lot of time in preparing, communicating the strategies that may impede daily
operations and negatively impact the routine business.

o Strategic management is a costly process: Strategic management adds a lot of
expenses to an organization. expert strategic planners need to be engaged, efforts
are made for analysis of external and internal environments devise strategies and
properly implement. These can be really costly for organisations with limited

resources particularly when small and medium organisation create strategies to
compete.

o Competition analysis is a challenging task: In a competitive scenario, where all
organisations are trying to move strategically, it is difficult to clearly estimate the
competitive responses to a firm'’s strategies.

Example:

Apple changed the market dynamics of the speaker industry by choosing to remove 3.5mm
audio jack from iPhones. Now, to be relevant in the market, all major speaker brands had to

put concentrated efforts to develop their own true wireless speakers (TWS) and compete with
new entrants.

Check Your Progress [Scenario Based Questions - SE(s]

| SBQ 2: Ramesh Sharma has fifteen stores selling consumer durables in Delhi Region. Four of these stores were
opened in last three years. He believes in managing strategically and enjoyed significant sales of refrigerator,
televisions, washing machines, air conditioners and like till four years back. With shift to the purchases to online
stores, the sales of his stores came down to about seventy per cent in last four years.

Analyse the position of Ramesh Sharma considering limitations of strategic management.

Strategic Intent

Strategic intent refers to purposes of what the organization strives for

Strategic intent gives an idea of what
Senior managers must define:

the organization desires to attain in
o What they want to do and future.It answers the question: “what

8 Why they want to do. the organization strives or stands for?
“Why they want to do” represents strategic intent of the firm.

Strategic intent can be understood as the philosophical base of strategic management.

It implies the purposes, which an organization endeavours to achieving. Strategic

Management is defined as a dynamic prwocess of formulation, implementation,

evaluation, and control of strategies to realise the organization’s strategic intent.

o Strategic intent gives an idea of what the organization desires to attain in future.It
answers the question: “what the organization strives or stands for?”

o 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.

o Strategic intent is to make quantum gains in competing against key rivals and
establish itself as clear-cut winner in the marketplace, often against long odds.
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o Ambitious companies almost invariably begin with strategic intents that are out
of proportion to their immediate capabilities and market positions.

o It indicates the long-term market position, which the organization desires to
create or occupy and the opportunity for exploring new possibilities.

Elements of Strategic Intent

FIGURE 1.4

Military Strategy Strategic Intent
Vision
Mission

Goals and Objectives
Value/Value System

Elements of
Strategic Intent

Definition with Examples

Vision Vision relates to the firm’s broadest and most desirable goals. It describes the firm’s aspirations

of what it really wants to be. Visions are important because they are designed to capture the
imagination of the firm’s people and galvanize their efforts to achieve a higher purpose, cause or
ideal.

Vision implies the blueprint of the company'’s future position. It describes where the organization
wants to land. It is the dream of the business and an inspiration, base for the planning process. It
depicts the company’s aspirations for the business and provides a peep of what the organization
would like to become in future. Every single component of the organization is required to follow its
vision.

Mission An organization’s mission seeks to answer the question as to why an organization exits. A mission
statement can be defined as a way in which the organization communicates the business it is in to
the outside world. It is designed to help potential shareholders and investors understand the purpose
of the company. A mission statement helps to identify, ‘what business the company undertakes! It
defines the present capabilities, activities, customer focus and business makeup.

Vision and Mis- | Tata Sky ((}
sion 4
Vision: 'I'&!:I-TA (
+  Tobe at every television home. _l',ky
«  Empowering every television viewer and revolutionizing home entertainment.
Mission:

+  Revolutionizing Home entertainment by offering:
+  Super Digital Versatile Disk
+  HD Quality Pictures and Sounds

Relation to Pantaloons
present activi- .
ties Vision:

- To Deliver everything, everywhere, every time for every Indian consumer in the most profitable
manner.
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Mission:
« It will be trendsetter in delivery formals, creating retail realities, making consumption affordable
for all.

« It will infuse Indian brands with confidence.
« It will be efficient, cost conscious and committed to quality.

Goals and Ob-
jectives

[

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

organizations translate their vision and mission into objectives.

Goals: Goals are outcome statements that define what an organization is trying to accomplish, both

programmatically and organizationally.

Objectives: Objectives are very precise, time-based, measurable actions that support the completion

of a goal.

- Short-term objectives: Short-term objectives expect accomplishment in a short period of time.
Planners usually define short-term objectives in relation to a long-term objective or objectives.
The time frame for a short-term objective relates to its context in the overall time line that it is
being applied to

pantal@ns Example
- ' One could measure a short-term objective for a month-long project in days; whereas one might
measure a short-term objective for someone’s lifetime in months or in years.

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. To
achieve long-term prosperity, strategic planners commonly establish long-term objectives in seven
areas:
«  Profitability
«  Productivity
«  Competitive Position
«  Employee Development
«  Employee Relations
«  Technological Leadership
«  Public Responsibility
Short-range objectives can be identical to long-range objectives if an organization is already
performing at the targeted long-term level. Example: If a company has an ongoing objective of 15
percent profit growth every year and is currently achieving this objective, then the company’s long-
range and short-range objectives for increasing profits coincide.

Values/ Value Values are the deep-rooted principles which guide an organisation’s decisions and actions. Collins

O

and Porras succinctly define core values as being inherent and sacrosanct; they can never be
compromised, either for convenience or short-term economic gain. Values often reflect the values
of the company’s founders—Hewlett-Packard’s celebrated “HP Way” is an example. They are the
source of a company'’s distinctiveness and must be maintained at all costs.




Strategic Vision

Strategic vision is a road map of
a company’s future — providing

specifics 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.

Mission Statement

A company’s Mission statement is
typically focused on its present

business scope — “who we are and
what we do”; mission statements
broadly describe an organizations
present capabilities, customer focus,
activities, and business makeup.
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Vision, Mission, Objectives and Goals

The Vision

Vision relates to the firm’s broadest and most desirable goals. It describes the firm’s
aspirations of what it really wants to be. Visions are important because they are de
achieve a higher purpose, cause or ideal. signed to capture the imagination of the
firm’s people and galvanize their efforts to chieve a higher purpose, cause or ideal.

Examples:

Examples of powerful visions that have changed and redefined entire industries include that
of Cable News Network (CNN), now a part of Time Warner. Founded in 1981 by Ted Turner to
provide twenty-four hour news coverage, CNN prospered by aggressively pushing forward its
new television format that would ultimately become the fastest news source for corpora- tions
and even national governments. Even under recently restructured Time Warner, CNN's vision
remains to be the best and most reliable news source on any topic, anywhere, anytime.
During the First Gulf War of 1990-1991, world leaders including Irag’s Saddam Hussein, report-
edly tuned in to CNN to receive the most accurate and up-to-date coverage of Operation
Desert Storm.

Elements of a strategic vision
i. Coming up with a mission statement that defines what business the company is
presently in and conveying the essence of “Who we are and where we are now?”
ii. Usingthe mission statement as basis for deciding on a long-term course making
choices about “Where we are going?”
iii. Communicating the strategic vision in clear, exciting terms that arouse
organization wide commitment.

Essentials of a strategic vision
i. The entrepreneurial challenge in developing a strategic vision is to think
creatively about how to prepare a company for the future.orming a strategic
vision is an exercise in intelligent entrepreneurship.
ii. Many successful organizations need to change direction not in order to survive
but in order to maintain their success.
iii. A well-articulated strategic vision creates enthusiasm for the course that the
management has charted and engages members of the organization.
iv. The best-worded vision statement clearly and crisply illuminate the direction in
which organization is headed.

Mission

An organization’s mission seeks to answer the question as to why an organization
exits. A mission statement can be defined as a way in which the organization
communicates the business it is in to the outside world. Drucker (1995) argues that
a mission statement is the same as asking the question: What business are we in? A
mission statement needs to appeals to a broad spectrum of stakeholders if all these
stakeholders are to accept it.

Examples:

The mission at McDonald can be summarized in four letters as originally conceived by the
Founder Ray Kroc and his earliest franchises: QSCV (Quiality, Service, Cleanliness and Value).
The mission of McDonald's (both at corporate headquarters and in individual restaurants) is to
implement each of these four policies to satisfy its customers. High quality food, fast and cour-
teous service, clean restaurants and affordable prices are the guiding pillars that lay the foun-
dation for all of McDonald’s Corporations strategies and organizational practices. By carrying
out this simple mission statement, McDonald’s can translate its vision into reality.
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Examples of Mission Statement UG 5 U

a. Bharat Heavy Electricals Ltd. (BHEL): “To achieve and maintain a leading
position as suppliers of quality equipment, systems and services to serve the ” [l
national and international market in the field of energy. The areas of interest
would be the conversion, transmission, utilization and conservation of energy sitee sttt
for applications in the power, industrial and transportation fields, to strive for qp
technological excellence and market leadership in these areas”

b. Oil and Natural Gas Commission (ONGC): “To stimulate, continue and onGC
accelerate efforts to develop and maximize the contribution of the energy sector
to the economy of the country”. thr‘

c. Cadbury India: “To attain leadership position in the confectionery market and
achieve a strong national presence in the food drinks sector”.

d. Ranbaxy Laboratories: “To become a research-based international RANBAXY
pharmaceutical company’”.
Components of a mission statement.

. T ) ?
i. Customers: Who are the firm’s customers? T e e

ii. Products or Services: What are the firm’s major products or services? statement
iii. Markets: Geographically, where does the firm compete?
iv. Technology: Is the firm technologically current? —> Customers

v. Concern for survival, growth and profitability: Is the firm committed to
growth and financial soundness?

vi. Philosophy: What are the basic beliefs, values, aspirations, and ethical priorities >

Products or Services

of the firm? Markets
vii. Self-concept: What is the firm’s distinctive competence or major competitive Technology
advantage?
viii. Concern for public image: Is the firm responsive to social, community and Concern for
environmental concerns? —> survival,ﬁ growth and
. . tabilit
ix. Concern for employees: Are the employees a valuable asset of the firm? prontability
Why an organization should have mission? Hlllostejeli
o To ensure unanimity of purpose within the organization. 3 Self-concept

To provide a basis for motivating the use of the organization’s resources.

o
o To develop a basis, or standard, for allocating organizational resources. Cemne for
o

. L. : publicimage
To establish a general tone or organizational climate, for example, to suggest a
businesslike operation. Comean i
. . . . s, —>
o To serve as a focal point for those who can identify with the organization’s employees

purpose and direction, and to deter those who cannot from participating further
in the organization’s activities.

o To facilitate the translation of objective and goals, involving the assignment of
tasks to responsible elements within the organization, into a work structure.

o To specify organizational purposes and the translation of these purposes into
goals in such a way that cost, time, and performance parameters can be assessed
and controlled.

Useful points while writing the mission of a company
i. One oftheroles of a mission statement is to give the organization its own special
identity, business emphasis and path for development - one that typically sets it
apart from other similarly situated companies.
ii. A company’s business is defined by what needs it tries to satisfy, by which
customer groups it is targeting and by the technologies and competencies it
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uses and the activities it performs.

iii. Technology, competencies and activities are important in defining a company’s
business.

iv. Good mission statements are highly personalized - unique to the organization
for which they are developed.

What is our mission? And what business are we in?

Peter Drucker and Theodore Levitt emphasized that as the first step in the business
planning endeavour, every business firm must clarify the corporate mission and
define accurately the business the firm is engaged in.

They also explained that towards facilitating this task, the firm should raise and
answer certain basic questions concerning its business, such as:

What is our mission?

What is our ultimate purpose?

What do we want to become?

What kind of growth do we seek?

What business are we in?

Do we understand our business correctly and define it accurately in its broadest
connotation?

Whom do we intend to serve?

What human need do we intend to serve through our offer?
What brings us to this particular business?

What would be the nature of this business in the future?

In what business would we like to be in, in the future?

The corporate mission is an expression of the growth ambition of the firm. It is, in
fact, the firm’s future visualised. It provides a dramatic picture of what the company
wants to become. It is the corporation’s dream crystallised. It is a colourful sketch
of how the firm wants its future to look, irrespective of the current position. In other
words, the mission is a grand design of the firm’s future.

Mission amplifies what brings the firm to this business or why it is there, what
existence it seeks and what purpose it seeks to achieve as a business firm. In other
words, the mission serves as a justification for the firm'’s very presence and existence;
it legitimises the firm’s presence.

According to Peter Drucker, every organisation must ask an important question
“What business are we in?” and get the correct and meaningful answer. The answer
should have marketing or external perspective and should not be restated to the
production or generic activities of business. The table given below will clarify and
highlight the importance of external perspective.

What business are we in?

Company Production-oriented answer Marketing-oriented answer
Indian Oil We produce oil and gasoline We provide various types of safe and
products. cost-effective energy.
Indian Railways We run a railroad. We offer a transportation and material-

handling system.

Lakme In the factory, we make In the retail outlet, we sell hope.
cosmetics.
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Check Your Progress [Scenario Based Questions - SBls]

SBQ 3: Mr. Raj has been hired as a CEO by XYZ Itd a FMCG company that has diversified into affordable
cosmetics. The company intends to launch Feelgood brand of cosmetics. XYZ wishes to enrich the lives of

people with its products that are good for skin and are produced in ecologically beneficial manner using herbal
ingredients.

|y
1

Draft vision and mission statement that may be formulated by Raj.

Obijectives and Goals

Goals and Objectives are needed to provide a series of direct, measurable tasks that Objectives and Goals
contribute to the organization’s mission. Goals and objectives are the results to be | 60alsandobjectives are the
achieved within a specific time period. Business organizations translate their vision || "é/ts 0 be achieved within
and mission into objectives. a specific time period.

“Objectives are organizations’ performance targets - the results and
outcomes it wants to achieve. They function as a yardstick for tracking
an organization’s performance and progress.”

Examples:

Achieving a 30 percent market share gain in two years, increasing profitability by 15 percent in
three years and developing new product in six months. Goals and Objectives are powerful tools
that break down the mission statement into very specific tasks, actions and results throughout
the organization. Each part of the organization is likely to have its own set of goals and objec-
tives to accomplish within a specified time period. When put together, all these smaller goals
and objectives should bring the organization’s mission into final stage.

Characteristics of Objectives

Objective should define the organization’s relationship with its environment.
They should be facilitative towards achievement of mission and purpose.
They should provide the basis for strategic decision-making.

They should provide standards for performance appraisal.

Objectives should be understandable.

Objectives should be concrete and specific.

Objectives should be related to a time frame.

Objectives should be measurable and controllable.

Obijectives should be challenging.

Objectives should be challenging.

Different objectives should correlate with each other.

Objectives should be set within constraints.
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FIGURE 1.5

Value and
Strategic Intent

Values

“Business, as I have seen it, places one great demand on you: it
needs you to self- impose a framework of ethics, values, fairness and
objectivity on yourself at all times.” - Ratan N Tata, 2006

A few common examples of values are - Integrity, Trust, Accountability, Humility,
Innovation, and Diversity. But why are values so important? A company’s value
sets the tone for how the people of think and behave, especially in situations of
dilemma. It creates a sense of shared purpose to build a strong foundation and focus
on longevity of the company’s success. Employees prefer to work with employers
whose values resonate with them - the ones they can relate to in their daily work
and personal life. Interestingly, majority of consumers say that they would prefer to
buy products and services from companies that have a purpose that reflects their
own value and belief system. Hence, values have both internal as well as external
implications.

CORE VALUE

MISSION

MANAGEMENT PHILOSOPHY

The above graphic represents the interconnection of Intent, Vision, Mission, Goals
and Values; Values remain the center/core of Vision, Mission, Goals and putting
all of them to action. Vision is followed by Mission, followed by Goals, and finally
executing via real actions.

Strategic Levels In Organzations

A large organization is a multidivisional organization that competes in several
different businesses. It has separate self-contained divisions to manage each of these.

There are three main levels of management:
o Corporate Level

o Business Level

o Functional
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Corporate Level FIGURE 1.6

CEO, Strategic Levels in

Board of Directors (BOD), the Organization
Senior Executives

l »-| Division A

Business Level
Divisional Managers and Staff

l »| Division C

Division B

Y

Functional Level
Functional Managers

v

Information . Research & . . Human
Finance Marketing Manufacturing
Systems Development Resources

Corporate Level Management

o The corporate level of management consists of the chief executive officer (CEO),
other senior executives, the board of directors, and corporate staff.

o These individuals are the main decision making body within the organization.

The role of corporate level of management includes:

o Defining the corporate vision, mission and goals.

Determining what businesses it should be in.

Allocating resources among the different businesses.

Formulating and implementing strategies that span individual businesses
Providing leadership for the organization.

Business Level Management
o A business unit may be any profit centre that can be planned independently
from the other business units of the corporation.

o The principal general manager at the business level or the business level
manager is the head of the unit.

o Atthe business unitlevel, the strategic issues are about both practical coordination
of operating units and about developing and sustaining a competitive advantage
for the products and services that are produced.

o Business level managers are concerned with the strategies that are specific to the
particular business.

Functional Level Management
o The business functions or operations that constitute a company or one of its
divisions are known as functional level of management.

o Specific business functions are marketing, sales, production, finance, human
resources, customer service; etc.

o Decisions at this level within the organization are often described as tactical.
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FIGURE 1.7

Three levels of strategy
in an organization

Business Strategy

Plans and actions that firms
devise to compete in a given
product/market scope or setting;
addresses the question-"How do
we compete within an industry?”

Levels of Strategy

Corporate Strategy
« Vision
- Corporate goals
« Philosophy and culture

'

Business Strategy
+ Mission
» Business goals
- Competencies

!

Functional Strategy

Information . Research & . . Human
Finance Marketing Manufacturing
Systems Development Resources
Corporate Strategy
o Corporate level strategy is fundamentally concerned with selection of businesses
in which your company should compete.
o Corporate strategy is the growth design of the firm as it spells out the growth

objective - the direction, extent, pace and timing of the firm’s growth.

Corporate level strategy is concerned with

Reach: Corporate level strategy might include identifying the overall vision,
mission, and goals of the corporation, the type of business your corporation
should be involved in, and the way in which businesses will be integrated and
managed.

Competitive Contact: It defines where competition is to be localized in the
organization.

Managing Activities and Business Interrelationships: Corporate strategy
seeks to develop synergies by sharing and coordinating staff and other resources
across business units, investing financial resources across business units, and
using business units to complement other corporate business activities.

Business Strategy

A strategic business unit may be any profit center that can be planned
independently from the other business units of your corporation.

Atthe business unitlevel, the strategic issues are about both practical coordination
of operating units and about developing and sustaining a competitive advantage
for the products and services that are produced.

Business strategy refers to the aggregate strategies of any single business firm or a
strategic business unit (SBU) in a diversified corporation.
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Functional Strategy Functional Strategy
o Functional strategy relates to a single functional operation and the activities | functionalstrategy deals with
involved therein. relatively restricted plan providing

objectives for specific function,

.. . . .|| allocation of resources among
Such decisions are guided and constrained by some overall strategic different operations within that

considerations. functional area and coordination

o Functional strategy deals with relatively restricted plan providing objectives for | among them for optimal contribution
specific function, allocation of resources among different operations within that | o theachievement of the SBU
functional area and coordination among them for optimal contribution to the " adrporate-level objectives.
achievement of the SBU and corporate-level objectives.

Decisions at this level within the organization are often described as tactical.

o Below the functional-level strategy, there may be operational level strategies as
each function may be divided into several sub functions.

Example:

Marketing strategy, a functional strategy, can be subdivided into promotion, sales, distribu-
tion, pricing strategies with each sub function strategy contributing to a functional strategy.

DO YOU KNOW?

Which is better - Top-Down Approach or Bottom-Up Approach?
Do you know the concepts of Top-Down and Bottom-Up approach of decision making?

A top-down approach to decision making is when decisions are made solely by leadership at the top i.e., corporate
level of management, while the bottom-up approach gives all teams across the levels a voice in decision making.
company into a profitable and growing one.

Network of relationship between the three levels

The corporate level decides what the business wants to achieve, while the business
level draws ideas and plan to execute the same, which eventually flow down to
functional level to execute and achieve results. But there are multiple ways in which
all the 3 levels of management are interlinked, and interestingly it depends on the
organisation as a whole to decide what kind of network of relationship suits their
culture and aspirations.

3 major types of networks of relationship between the levels

i. Functional and Divisional Relationship: It is an independent relationship,
where each function or a division is run independently headed by the
function/division head, who is a business level manager, reporting directly
to the business head, who is a corporate level manager. Functions may be like
Finance, Human Resources, Marketing, etc. while Divisions may depend on the
products like for a toys manufacturer - kids toys, teenager toys, etc. could be
divisions.

ii. Horizontal Relationship: All positions, from top management to staff-level
employees, are in the same hierarchical position. It is a flat structure where
everyone is considered at same level. This leads to openness and transparency .
in work culture and focused more on idea sharing and innovation. This type of | andfocused more on idea
relationship between levels is more suitable for startups where the need to share | sharing and innovation.
ideas with speed is more desirable.

Horizontal Relationship
This leads to openness and
transparency in work culture
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In Matrix relationship iii. Matrix Relationship: It features a grid-like structure of levels in an organisation,

~ there are more than one with teams formed with people from various departments that are built
business level managers for for temporary tgsk—based proje‘cts.. This rglationship helps manage huge
each functional level tears. conglorperates wr['h ease where it is nearly 1m90581b_le to track and manage
Itis complex for smaller every single team independently. In Matrix relationship - there are more than

one business level managers for each functional level teams. It is complex for

organisations, but extremely smaller organisations, but extremely useful for large organisations.

useful for large organisations.

Check Your Progress [Scenario Based Huestions - SBls]

SBQ 4: Dharam Singh, the procurement department head of Cyclix, a mountain biking equipment company,
was recently promoted to look after sales department along with procurement department. His seniors at the
corporate level have always liked his way of leadership and are assured that he would ensure the implementation

of policies and strategies to the best of his capacity but have never involved him in decision making for the
company.

Do you think this is the right approach? Validate your answer with logical reasoning around management
levels and decision making.

SBQ 5: ABC Limited is in a wide range of businesses which include apparels, lifestyle products, furniture, real
estate, and electrical products. The company is looking to hire a suitable Chief Executive Officer. Consider

yourself as the HR consultant for ABC limited. You have been assigned the task to enlist the activities involved
with the role of the Chief Executive Officer.

Name the strategic level that this role belongs to and enlist the activities associated with it.
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Strategic Analysis:
External Environment

The winners in life think constantly in terms of I can, I will, and I am. Losers, on
the other hand, concentrate their waking thoughts on what they should have or
would have done, or what they can’t do. - Dennis Waitley

“The secret of success in battle lies often not so much in the use of one’s own strength
but in the exploitation of the other side’s weaknesses.”
- John Christopher

The only limits are, as always, those of vision. - James Broughton

“To succeed, or even just to survive, businesses need to be able to change
in ways, and at times, determined by business drivers, not by their IT
systems.”. - Tony Morgan

Introduction

Strategic Analysis

Issues to be Considered for Strategic Analysis
Framework of Strategic Analysis
Strategy and Business Environment
Components of Business Environment
Product and Industry

Value Chain Analysis

Experience Curve

Porter’s Five Forces Model

Key Factors for Competitive Success
Technological Environment

PESTLE Analysis

Internationalization of Business
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Competitive landscape
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