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I ntroduction

Strategic Management is a one semester, two cusidlitcourse. The
course is available to all M.Sc. Business Admiaisbn students in the
Department of Business Administration, Faculty ofarlMgement
Sciences. The course has 16 study units, coveengrgl areas such as
the general concept of strategic management, gicat®anagement
process, concepts and techniques used in enviraamand industry
analysis as well as identifying trends and chamgesvironment (which
include economic, social, technological and Postenethods). It covers
formal strategic planning system in a corporate aniggtion, the
determination, formulation, selection, implemertatand evaluation of
strategy. It also covers topics such as principfegpvernance, delegation
of authority, culture and tradition of the orgamiga and strategic
information systems. The Course Guide gives infeionaabout this
course, relevant textbooks to consult, and how gan painlessly go
through the course materials. It also provides uwisghiidelines on the
Tutor-Marked Assignments and books for further negud

The course is centred on the basic and broad isBueStrategic
Management. Strategic Management is very dynarsicgsithe business
environment is dynamic but it is very much rewagdith properly
implemented. However, there could be strategy feduwhich could be
frustrating and disappointing, but there is alwaysm for alternative
strategy. Strategy Management deals essentiallih wériving and
describing the strategy. It is applicable to ajamizations, whether big
or small, public or private, profit or noprofit and even to religious
establishments. So, Strategic Management coveesitire aspects of any
enterprise and goes beyond the day-to- day opeedtamncerns of the
owners and focuses as well on the long- term pais@and development
of the organisation. Strategic Management is tloeegfconcerned with
deciding on strategy and planning how the strategyiulated will be put
into effective use through strategic analysis, cpimplementation and
strategy evaluation.

Through Strategic Management, answers can be elotdor questions
such as, what business are we in? Who are the ¢bonp@ What are the
changes required? What can we do to achieve owbgsattives?

This course also shows how Corporate Strategy gigase of direction
to the entire organisation or group, and identiftee business an
organisation wants to engage in and shows how tisenéss strategy
deals with a single business called Strategic Bassitunit (SBU) and how
it copes with the environment. Functional strategglso of paramount
importance in this course since there is an infgFddence of corporate
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and business strategies. Based on these factseditrdMlanagement
involves and affects everyone, consciously or uscmusly.

Course Competencies

This course provides learners with the followingnp®tencies:

o Analyse the importance of strategic management WO3$
Analysis

o Justify the importance of the fundamental appro@cktrategic
management

o Critique the unified approach to the challenges stfitegic
management and environmental analysis

o Evaluate strategy implementation and executionifsogimce of

strategic management.
Course Objectives

The aim of this course is to give you in-depth usténding of the study
of strategic management. It will also guide thelgtan the definition and
scope of strategic management, corporation and geamant, strategic
planning, strategic choice, strategic formulatienmyironmental analysis,
iImplementation, evaluation, establishment of feedbmechanism and
information technology management strategies.

To achieve the aims of this course, there are dvaygectives, which the
course is out to achieve, though, there are satlgattives for each unit.
The unit objectives are included at the beginnih@ ainit; you should
read them before you start working through the.unit

You may want to refer to them during your studyhe# unit to check on
your progress.

You should always look at the unit objectives afl@empleting a unit.
This is to assist the students in accomplishingtéis&s entailed in this
course.

In this way, you can be sure you have done whatre@qsired of you by
the unit.

The objectives serve as study guides, such thdesticould know if he
is able to grab the knowledge of each unit throtigghsets of objectives
in each one.
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At the end of the course period, the studentsgreated to be able to:

Explain the concept of Strategic Management.

Discuss the scope of strategic management

Describe the theories of strategic management

Analyse the SWOT Analysis

Analyse the environmental analysis

Explain fundamental approach to strategic managemen
Discuss the types of strategy

Explain the key concepts in strategic planning

Justify the importance of the strategy formulation

Discuss the strategy implementation and organiaatioulture,
leadership and rewards.

Describe the importance of strategic management

Discuss the Industry Environment (SWOT analysis).
Enumeration of the strategic choice and implemeortat
Explain the significant role of the rapidly changitechnology on
the formulated strategies.

o Discuss the need for alternative strategies.

Working Through this Course

To successfully complete this course, you are reduio read the study
units, referenced books and other materials ocdhese.

Each unit contains self-assessment exercises catlatent Assessment
Exercises (SAE). At some points in the course, wilbe required to
submit assignments for assessment purposes. Adritieof the course
there is a final examination. This course shouke tabout 16 weeks to
complete and some components of the course armeunitunder the
course material subsection.

study Units

This course comprises of 16 study units groupecuBdnodules which
are as follows:

Module 1

Unit 1 Introduction to Strategic Management

Unit 2 Corporation and Management

Unit 3 Fundamental Approach to Strategic Managémen
Unit 4 Environmental Analysis

Unit 5 SWOT Analysis

Vi
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Module 2

Unit 1 Strategic Choice

Unit 2 Strategic Planning

Unit 3 Strategy Formulation

Unit 4 Types of Strategy

Unit 5 Strategy Implementation and Execution

Module 3

Unit 1 Strategy Evaluation

Unit 2 Strategy Evaluation Using Other Technique

Unit 3 Strategy Implementation and Control

Unit 4 Strategy Implementation and Organisation’'slt@e,
Leadership and Rewards

Unit 5 Implementing  Strategy:  Organization’'s Resgmn
Innovation and Politics

Unit 6 Information Technology Management Strategie

Each study unit will take at least two hours, anmdinclude the
introduction, objective, main content, self-assem®m exercise,
conclusion, summary and reference. Other areaseband the Tutor-
Marked Assessment (TMA) gquestions. Some of the-assessment
exercise will necessitate discussion, brainstornang argument with
some of your colleges. You are advised to do sordler to understand
and get acquainted with historical economic eventvall as notable
periods.

Textbooks and References

There are many textbooks on Strategic Manageméstomes listed here
are just but a few. It is not compulsory that ybowdd read all of them.
Any standard book on Strategic Management can dsaee the same
purpose. You can also browse the internet for lsefiormation.

Abell, D. F. and Hammond, J. S. (1979rategic Market Planning,
Englewood CIiff: N.S Prentice — Hall.

Ansoff. H. I. (1968) Corporate Srategy, Penguin.

Anthony, R. H. (1988).The Management Control Functions, Boston
Mass: Harvard Business School Press.

Brannan, T. (1992).istened to the Future: Marketing Business.

vii
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Charles, W. L. Hill, G.R. Jones (20063rategic Management Theory:
An Integrated Approach, ISBN.

Cushing, B. E (1982)Accounting Information Systems and Business
Organisations, Reading. Mass: Addison-Wesley p.50.

Fahey, L. and Narayanan, V. K. (1988)icro-environmental Analysis
for Srategic Management, West Publishing.

Fred, D. (2006)Srategic Management: Concepts and Cases, Prentice
Hall (2006) ISBN 0-131-86949-3.

Glueck, W. and Jauch, L. (1984Business Policy and Srategic
Management, McGraw — Hill Company.

Hax, A. (ed). (1957)Planning Strategies that Work, Oxford University
Press.

Hofer, C. W. and Schendel, D. (1978)rategic Formulation Analytical
Concepts, St. Paul, Min: West Publishing (1978). P. 33.

Hostede, G. H. (1968).The Game of Budget Control, London:
Heinemann.

Johnson, G. and Scholes, K. (1993%ploring Corporate Srategy, 39 ed.
Prentice Hall.

Kofler, P. (1984).Marketing Management and Srategy, A Reader,
Englewood Cliffs, N.J: Prentice-Hall, 5th Edition.

Kotler, P. (1988). Marketing Management: Analysis, Planning
Implementation and Control, Englewood Cliffs: NO Prentice-Hall,"6
Edition.

Maciariello, J. A. (1984).Management Control System, Englewood
Cliffs, N.J: Prentice-Hall.

Mintzberg, H. (1994).The Rise and Fall of Srategic Planning:
Preconceiving Roles to Planning, Plans, Planner, New York: The Free
Press.

Narayana, V. K. (1986)Micro- Environment Analysis for Strategic
Management, West Publishing.

Peter F. Drucker (1974Management: Tasks Responsibilities, Practices
Heinman Publishing Coy: London.

viii
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Porter, M. E (1980)Competitive Strategy: Techniques for Analysing
Industries and Competitors, Free Press.

Porter, M. E. (1979)How Competitive Forces Shape Strategy, Harvard
Business Review: Mar — April.

Rackoff I. N.; Wiseman, C. and Urich, W. A. (198Bformation System
for Competitive Advantage: Implementation of a Planning Process, MIS
Quarterly: Dec pp 285 - 29

Robson, W. (1997)Srategic Management and Information System. 2™
Edition Pitman Publisher: London.

Rowe, A. J., Mason, R. O, Dickel, K. E., Mann, R.@&d Mockler, R. J.
(1994). Srategic Management: A Methodological Approach, Addison:
Wesley.

Stacey, R. (1991)The Chaos Frontier: Creative Srategic Control for
Business, Oxford: Butter Worth Heineman.

Srategic Management — Wikipedia the Free Encyclopedia

Thompson, A. A. and Strickland, A. J. (1988)ategic Management:
Concept and Cases, Mc-Graw Hill/Irwin: USA.

Weihrich, H. (1982). The TOWS MatriA Tool Stuational Analysis,
Long Range Planning, vol. 15 pp 54 — 66.

Wendy R. (1997)Srategic Management and Information Systems, 2
Edition, Pitman Publishing Coy: U.K.

Wilson, M. S. and Gilliangan, C. (1997)Srategic Marketing
Management, Bulterworth Heinemann, Jordan Hill: Oxford

There are also textbooks under the reference drat ¢dn-line and off-
line) resources for further reading. They are méagive you additional
information if only you can lay your hands on arytllem. You are
required to study the materials; practice the selfessment exercise and
tutor-marked assignment (TMA) questions for greaiad in- depth
understanding of the course. By doing so, the dti@rning objectives
of the course would have been achieved.
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Presentation Schedule

The presentation schedule included in your cousenals gives you the
important dates for this year for the completion tator-marking
assignments and attending tutorials.

Remember, you are required to submit all your assents by due date.
You should guide against falling behind in your kwor

Assessment

There are two types of the assessment of the coirse are the tutor-
marked assignments; second, there is a written iedion.

In attempting the assignments, you are expecteappdy information,
knowledge and techniques gathered during the coliise assignments
must be submitted to your tutor for formal Assessinmreaccordance with
the deadlines stated in the Presentation Schedualehe Assignments
File. The work you submit to your tutor for assesatrwill count for 30
% of your total course mark.

At the end of the course, you will need to sit forfinal written
examination of three hours' duration. This exanmmatvill also count for
70% of your total course mark.

Tutor-Marked Assignments (TMAYS)

There are three tutor-marked assignments in thisseo You will submit
all the assignments. You are encouraged to workthedl questions
thoroughly. The TMAs constitute 30% of the totabisc

Assignment questions for the units in this counee @ntained in the
Assignment File. You will be able to complete yassignments from the
information and materials contained in your setkdspoeading and study
units. However, it is desirable that you demonstthfit you have read
and researched more widely than the required mimmXou should use
other references to have a broad viewpoint of thgest and also to give
you a deeper understanding of the subject.

When you have completed each assignment, seondéter with a TMA

form, to your tutor. Make sure that each assignmeasathes your tutor on
or before the deadline given in the Presentati¢e. i for any reason,
you cannot complete your work on time, contact ymtor before the

assignment is due to discuss the possibility oéxtension. Extensions
will not be granted after the due date unless thaee exceptional
circumstances.
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Final Examination and Grading

The final examination will be of two hours' duratiand have a value of
70% of the total course grade. The examination eaitisist of questions
which reflect the types of self-assessment praaicacises and tutor-
marked problems you have previously encounteretl.afdas of the

course will be assessed

Revise the entire course material using the tindevdxen finishing the last
unit in the module and that of sitting for the fimxamination to. You

might find it useful to review your self-assessmenercises, tutor-
marked assignments and comments on them befoex#mination. The

final examination covers information from all paofsthe course.

How to Get the Most From the Course

In distance learning the study units replace theeausity lecturer. This is

one of the great advantages of distance learnimig,can read and work
through specially designed study materials at your pace and at a time
and place that suit you best.

Think of it as reading the lecture instead of hgtg to a lecturer. In the
same way that a lecturer might set you some reddidg, the study units
tell you when to read your books or other mateaatj when to embark
on discussion with your colleagues. Just as atectight give you an

in-class exercise, your study units provide exescir you to do at

appropriate points.

Each of the study units follows a common formate Tinst item is an
introduction to the subject matter of the unit dwaav a particular unit is
integrated with the other units and the coursewhae. Next is a set of
learning objectives. These objectives let you kvewat you should be
able to do by the time you have completed the unit.

You should use these objectives to guide your stiidyen you have
finished the unit, you must go back and check wéregbou have achieved
the objectives. If you make a habit of doing thaiywill significantly
improve your chances of passing the course anohgékie best grade.
The main body of the unit guides you through theuneed reading from
other sources. This will usually be either from ysat books or from a
readings section. Some units require you to unkiegaactical overview
of historical events. You will be directed when yoeed to embark on
discussion and guided through the tasks you must do

The purpose of the practical overview of some aetisstorical economic
issues are in twofold. First, it will enhance yaurderstanding of the
material in the unit. Second, it will give you ptiaal experience and skills
to evaluate economic arguments, and understancbltég of history in

Xi
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guiding current economic policies and debates detgour studies. In
any event, most of the critical thinking skills yaull develop during
studying are applicable in normal working practeejt is important that
you encounter them during your studies.

Self-assessments are interspersed throughout ite and answers are
given at the ends of the units. Working througtséhtests will help you
to achieve the objectives of the unit and preparefgr the assignments
and the examination. You should do each self- aas&st exercises as
you come to it in the study unit. Also, ensure taster some major
historical dates and events during the courseunfystg the material.
The following is a practical strategy for workingrough the course. If
you run into any trouble, consult your tutor. Rerbemthat your tutor's
job is to help you. When you need help, don't ésito call and ask your
tutor to provide it.

o Read this Course Guide thoroughly.

o Organize a study schedule. Refer to the "Courseviewe for more
details. Note the time you are expected to speneach unit and
how the assignments relate to the units. Imporiafarmation,
e.g., details of your tutorials, and the date @ tinst day of the
semester is available from study centre. You needydther
together all this information in one place, suctyasr dairy or a
wall calendar. Whatever method you choose to use, should
decide on and write in your own dates for workimgdzh unit.

o Once you have created your own study schedule vdoything
you can to stick to it. The major reason that stisiéail is that
they get behind with their course work. If you geb difficulties
with your schedule, please let your tutor know befidis too late

for help.

o Turn to Unit 1 and read the introduction and thgdiives for the
unit.

o Assemble the study materials. Information abouttwioai need

for a unit is given in the "Overview' at the begimghof each unit.
You will also need both the study unit you are wagkon and one
of your set books on your desk at the same time.

o Work through the unit. The content of the unit litdeas been
arranged to provide a sequence for you to follow.y&du work
through the unit you will be instructed to readtsets from your
set books or other articles. Use the unit to gyme reading.

o Up-to-date course information will be continuouslglivered to
you at the study centre.
o Work before the relevant due date (about 4 weeksrdealue

dates), get the Assignment File for the next resglisssignment.
Keep in mind that you will learn a lot by doing thesignments
carefully. They have been designed to help you mhesbbjectives

Xii
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of the course and, therefore, will help you pagsekam. Submit
all assignments no later than the due date.

o Review the objectives for each study unit to confihat you have
achieved them. If you feel unsure about any of dbgctives,
review the study material or consult your tutor.

o When you are confident that you have achieved siwobjectives,
you can then start on the next unit. Proceed uniirit through
the course and try to pace your study so that yap kyourself on
schedule.

o When you have submitted an assignment to your tatanarking
do not wait for it return "before starting on thexhunits. Keep to
your schedule. When the assignment is returned,paatycular
attention to your tutor's comments, both on thertmarked
assignment form and also written on the assignn@omsult your
tutor as soon as possible if you have any questopsoblems.

o After completing the last unit, review the coursed gprepare
yourself for the final examination. Check that ywave achieved
the unit objectives (listed at the beginning of eaait) and the
course objectives (listed in this Course Guide).

Online Facilitation

For semester the course is taken, you have abghtt(@) weeks of online
facilitation on this course. During the online me&tion, you are
probably made available with notes and video maltefrom the course
facilitator. These materials intend to enable ya&adr through the
materials.

Strategic Management deals with deriving and desgiorganisational
strategy. Itis applicable to all organisations thlee small or large, public
or private, profit or non-profit oriented establisénts. In this light,
Strategic Management goes beyond the day-to-dayabpes of the
company and focuses on the long-term organisatignéspect and
development. It therefore, encompasses the wholermise, and
includes creative, leadership, entrepreneurialiamovative dimensions.
Strategic Management, as a sub-set of managem&otcerned with the
general direction and long-term policy of the bess Strategy
determination in an organisation is the most sigaift area of decision-
making in management. Strategic Management aigreating the future
as well as reacting to the changing times.

Xiii
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MODULE 1

Unit 1 Introduction to Strategic Management

Unit 2 Corporation and Management

Unit 3 Fundamental approach to Strategic Managémen

Unit 4 Environmental analysis

Unit 5 SWOT Analysis

UNIT 1 INTRODUCTION TO STRATEGIC
MANAGEMENT

Unit Structure

1.1 Introduction

1.2 Learning Outcomes (LOSs)

1.3 Introduction to Strategic Management

1.4  Definitions of Strategy

1.5 Strategic Management

1.6  Scope of the Course

1.7 Summary

1.8 References/Further Readings/Web Resources
1.9 Possible Answers to Self-Assessment Exercise(s)

1.1 Introduction

The first unit in this course is an introductionStrategic Management,
which is used as the title for the capstone courseBusiness

Administration or business policy. Indeed, strategnanagement
integrates materials from all business courseat&jic management
deals with formulation decisions that enable arapization to achieve
set objectives. Strategic management focuses oregrating

management, marketing, finance/accounting, prodokiperations,
research and development, and computer informaiistems to achieve
organizational successes.

There are several ways in which strategic managehsenbeen defined.
Strategic management is dynamic. However, what fisutnost
importance is to understand the actual meaninggetime.

1.2 Learning Outcomes (Los)

By the end of this unit, you will be able to:

o explain the meaning and components of strategicagement.
o identify the elements and characteristics of a immsstatement.
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o describe the stages or steps involved in the giatranagement
process.

) identify the historical development of strategicnagement.

o recognize the benefits and advantages of strategmagement.

o evaluate the impact of strategic management onnaggonal
performance.

1.3 Introduction To Strategic Management

Strategic management provides better guidelines the entire

organization on the crucial point of “what is it \&ee trying to do and to
achieve?

It makes managers more alert to the winds of chamg® opportunities
and threatening developments. It also provides gemsa with a

rationale for evaluating competing budget requedsts investment

capital and new staff. It helps to unify the siggteelated decisions by
managers across the organization and creates a productive

management posture and counteracting tendenciedefosions to be
creative and defensive.

Thus, among the entire things managers do, fewctatiecompany’s
performance more fundamentally than how well itshagement team
charts the company’s long-term direction. This ifieve strategic
management becomes a disposable factor.

The concept of strategy is central to understandimg process of
strategic management. According to Quinn and Rogtrategy comes
from the Greek word, “strategos” meaning “genenglstand which
described the role of general in the command ofattmey From there,
the term strategic planning evolved at about thee @fniworld War Il as
an alternative course of action. Later, this teame to mean the art of
the general, i.e., the psychological and behaviakids with which he
performs his role. By the time of Alexandar, iteetd to the skill or
employment of forces to overcome opposition anareate a unified
system of global government. As time went by, iihad out to mean
managerial skills in terms of administration, lestgp, oration and
power.

The end of the Cold War brought about the globabtraera, gradually
turning the world into a global village and a smgharket where the
tenets of strategic planning as in “strategos”tbe‘commanding army”
could not withstand the tidal waves of stiff compet of the

managerial skills. This situation paved the way dod/or gave rise to
strategic management. Thus, the concept of strateggentral to
strategic management.
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1.4 Definitions Of Strategy

Since the word “Strategy” is central to strategi@nagement it is quite
in tune and proper to get the meaning of stratéggr defore advancing
to strategic management. Certainly, strategy isanoéxact science and
organizations can apply their individual rules. Test strategy does not

emerge from cook book approach and there are nmulae for
calculating the strategy. Strategy is defined imyneays based on the
views and experience of the authors. The defirstioclude:

Ansoff (1965) defines strategy as a rule for makdegisions under
conditions of partial ignorance whereas policy coatingent decision.
Business strategy is the broad collection of denisirules and
guidelines that define business scope and growdttitn.

Steiner and Miner (1977), define strategy to mdan formulation of
basic organization missions, purposes and objegtiymlices and
programme strategies to achieve them, and the metimeeded to
ensure that strategies are implemented to achiganizations ends.
Mintzberg (1979) refers to strategy as the intdagtren of the
environment and the development of consistent petten streams of
organizational decisions. On the other hand, P¢1@80) sees strategy
as a broad-based formula for how business is goimgmpete, what its
goals should be and what policies will be needeaaoy out those
goals. The essence of formulating competitive sgnatis relating a
company to its environment. Also (1980), Quinnscdégs strategic
decisions as “those that determine the overallctdore of an enterprise
and its ultimate viability in light of the predidtie and unpredictable and
the unknowable changes that may occur in its maosportant
surroundings environment”.

However, Hax (1987) adequately relates strategy stoategic
management when he states “the essence of stratdgy a firm to
achieve a long-term sustainable advantage oveoitgetitors in every
business in which it participates”. A firm’s strgie management has, as
its ultimate objective, the development of its aogie values,
managerial capabilities,  organizational respofsés, and
operational decision making, at all hierarchicalele and across all
business and functional lines of authority.

From these definitions one can, like Quinn and Ebetg (1991) state
that there is no single universally accepted dediniof strategy and
there is no one best way to create strategy, rbere any one best form
of organization.
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1.5 Strategic Management

Strategic management has been defined in many Wwgydifferent
authors and authorities. There is no absolute cmuseon the definition
of strategic management. The following are somiefdefinitions:

o Strategic management is that set of managerialsidesi and
actions that determines the long-run performance eof
corporation. It includes environmental scanningratsgy
formulation, strategy implementation and evaluatidikipedia,
The Free Encyclopedia On-line).

o Strategic management is a stream of decisions eimha which
leads to the development of an effective stratagstategies to
help achieve corporate objectives (Gleck and JualS®4).

) Strategic management is concerned with the ovdoaf-range
direction of organizations and consequently provida
framework for operational management (Greenley9).98

) Strategic management is a systematic approachnajar and
increasing important responsibility of general ngeraent to
position and relate the firm to its environmentairvay which
will assure its continued success and make it seduom
surprises (Ansoff, 1990).

o Strategic management is concerned with decidingti@tegy and
planning how that strategy is to be put into effeiet strategic
analysis, strategic choice and strategic implentemigJohnson
and Scholes, 1993).

o Strategic management is the decision process ftigisathe
organizations internal capability with the opporti#s and
threats it faces in its environment (Rowe et a4)9

) From all these, strategic management can be seémeasrt or
science of formulating, implementing and evaluatiogss-
functional decisions that enable an organizatiorad¢bieve its
objectives. Other concepts in management thatseeé sometime
or interchangeably with strategic management arategfic
planning, business policy and long-range planning.

o Strategic management techniques can be viewed anntajor
ways. The first is the bottom-up or collaborativeqesses. Using
this approach, the employees initiate a proposaictwtihey
subsequently submit to their managers or their rsonse who put
the idea further up in the establishment. Thespgsals may be
assessed based on financial criteria and othereneconomic
terms such as cost-benefit evaluation and retunngneestment.
The second is the top-down approach which is mormangon
than any other method. Here, the chief executiVieasfand his
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team decide on the overall direction which the oizgation
should go.

o Although there are diverse opinions on strategionagament, it
has to do with deriving and describing the strategitich is
common to all organizations whether large, mediwsmall,
public, and private, profit and non-profit makingganizations.
Strategic management therefore, encompasses thee ent
enterprise. It looks beyond mere day-to-day openatiof the
business and focuses on long-term prospects areloggnent of
the establishment. In a small business, the siogiger may not
formalize all these and may do everything includstgategic
management. In a large business such as in thenatidhals, the
strategic management is handled at the senior reamag level.
Also, in large establishments there may be a numbfer
interdependent areas of strategy, usually refeiess corporate
strategy. This differs a bit from the businesstetyg which deals
mainly with a particular strategic business unB (8.

o From the analysis so far, an organizations stratemst be
appropriate for its resources, environmental cirstamces, the
core objectives or goals. This involves identifyinthe
organizations strategic advantage and matching sitéon the
organizations business environment. So, we integrah
organizations goals, policies, missions, profilesd aactions
effectively and efficiently in order to achieve tbeganizations
objectives. Strategic management aims at creahiagfuture as
well as reacting to the changing times. This inekictreative
leadership, entrepreneurial and innovative dimerssioThe
strategic management in the 21st century must et@v and
good leadership.

1.6 Scope Of The Course

This course deals with Strategic Management Pramtucand the
concept of strategic management as it relates s;bess organizations.
It covers the major components of strategic managersuch as the
company mission, vision, policy, profile, objecivand goals. The
concept and techniques used in environment induatrglysis are
subjects treated by this course. Strategy detetrmamaformulation of
alternative strategic choice, implementation anadlwation are well
treated. The principle of corporate governancedsqaately addressed
by the course. However, the use of mathematical etfind and
statistical permutations in any form are excludednfthe course.

Self-Assessment Exercises

D

1. Explain the concept of strategic management andrlgl
differentiate it from the concept of strategy.
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2. Why is strategic management important in an orgdiana?

1.7 Summary

The concepts of strategy and strategic managementapplied in
business as the pattern or plan that integratesrganizations goals,
policies and actions together to attain the desjectives. There is no
single model or theory that can incorporate allféneors that influence
major business decisions or all the possible coatiains of factors that
any business my face.

In this unit, you have learnt that there is no ensally acceptable
definition of strategy and strategic management] #mat strategic
management is crucial to the sustainable succassanvival of both
corporate and private business, particularly inoenpetitive business
world.

1.8 References/Further Readings/Web Resources

Hax, A. (Ed) (1957)Planning Strategies that Work, Oxford University
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Peter, F. Drucker (1974).Management. Tasks Responsihilities,
Practices. London: Heinman Publishing Coy.

Wendy, R. (1997)Srategic Management and Information Systems, 2nd
Edition. U.K: Pitman Publishing Coy.
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1.9 Possible Answers To Self-Assessment Exercise(S)

Answer to SAEs

1.

Strategy: Strategy refers to the set of actions and decsiaken
by an organization to achieve its long-term goald abjectives.

It involves analysing the organization's internald aexternal
environment, identifying opportunities and challesag and
formulating a plan of action to allocate resoureésctively and
achieve a competitive advantage. Strategy focusesnswering
guestions like "What should we do?" and "How canwirein the
marketplace?" It is essentially the blueprint oadmap that
guides the organization's actions and resourceaitm.

Strategic Management: Strategic management, on the other
hand, encompasses the entire process of managing an
organization's  strategy. It involves the formulatio
implementation, and evaluation of strategies toieash the
organization's goals. Strategic management is aderoand more
comprehensive concept that integrates strategy utitler key
management functions, such as organizational pignuiecision-
making, resource allocation, and performance measemnt.

Strategic management plays a crucial role in apgadions for
several reasons:

Direction and Focus: Strategic management provigeslear
direction and focus for the organization. It invedvsetting long-
term goals, defining a vision and mission, and fdating

strategies to achieve them. This ensures that ewmeryn the
organization understands the purpose and objectaed their
efforts are aligned towards a common goal.

Adaptation to the External Environment: Strategianagement
helps organizations adapt to the ever-changing reaite
environment. It involves analysing market trendsenitifying

opportunities and threats, and formulating strated¢o capitalize
on opportunities while minimizing risks. By undeustling the
external landscape and anticipating changes, azgaomns can
proactively adjust their strategies and stay coitipet

Resource Allocation: Strategic management involakscating

resources effectively and efficiently. It helps @angations
identify their strengths, weaknesses, opportuniteesd threats
(SWOT analysis), enabling them to allocate resaurceere they
are most needed and have the highest impact. Ticisides
allocating financial, human, and technological rteses to
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projects and initiatives that align with the orgaation's strategic
priorities.

V. Decision Making: Strategic management providesaaé&work
for decision making at all levels of the organiaati It helps
managers make informed choices by evaluating @t
courses of action based on strategic goals ancctolgs. This
reduces ambiguity and subjectivity in decision mgkiresulting
in better choices that align with the organizagofdng-term
direction.

V. Performance Measurement: Strategic management sllow
organizations to monitor and measure their perfocea By
setting specific goals and objectives, organizaticen track their
progress and evaluate their success. Key perforenaticators
(KPIs) and other metrics are used to assess teet®fness of
strategies and initiatives, identify areas for ioy@ment, and
make necessary adjustments to ensure the orgamzaton track
to achieving its objectives.

Vi. Competitive Advantage: Strategic management enables
organizations to build and sustain a competitiveaathge. By
analysing the internal strengths and weaknesses eatetnal
opportunities and threats, organizations can ifeatique value
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UNIT 2 CORPORATION AND MANAGEMENT
Unit Structure

1.1 Introduction

1.2 Learning Outcomes (LOSs)

1.3 Strategic Management Components
1.4  Company Mission

1.5 Profile
1.6  Vision
1.7 Goals

1.8 Objectives

1.9 Policies

1.10 Strategy

1.11 Summary

1.12 References/Further Readings/Web Resources
1.13 Possible Answers to Self-Assessment Exergise(s

1.1 Introduction

In formulating strategies, there are basic comptmen elements that
we usually consider. These include company missprofile, goals,

objectives, strategy and policy. The componentsnateso cleanly and
neatly performed in actual practice. Usually, thexanterplay of the
elements. The boundaries between the componentsaadleor difficult

to distinguish in practice. For example, establighee mission may
overlap into setting objectives for the organizatio achieve both of
them involve direction setting for the organizatioBo, the tasks
involved in strategic management are never isoldtech everything

else that falls within a manager’s purview.

1.2 Learning Outcomes (Los)

By the end of this unit, you will be able to:

) analyse the components and characteristics of &ecteke
mission statement.
o discuss the elements included in a company's prdfilch as its

history, products or services, industry presenced &ey
achievements.

o identify the purpose and importance of setting opizgtional
objectives.

o analyse different types of corporate strategieshsas growth
strategies, diversification strategies, and comipetstrategies.

o explain the differences between long-term and steonh goals

and their relationship to strategic planning.
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1.3 Strategic Management Components

There are many parts to strategic management. Teete are referred
to as strategic components or elements. At timeg éne referred to as
strategic planning components when the author dhterges strategic
management with strategic planning. These compsena@ explained
below:

1.4 Company Mission

The mission of a company is the fundamental, unjgugose that sets
it apart from other companies of its type and idierst the scope of its
operations in product and market terms. The misgiwo carefully

defines what the company does not do. It is a gerstatement of the
company’s intent and represents the view that éiméos managers have
for the future of the company or what they wanbibecome or achieve.
It is the central purpose for the company’s existeand implies the
image the company seeks to project. It reflects dbmpany’s self-

concept and indicates the principal product or isenthe company
attempts to satisfy. Mission statement defines abpirations, values,
roles, growth, goals, survival and profitability afcompany. In short,
the mission describes the products, market andhtdapical areas of
emphasis for the business in a way that refleatsphorities of the

strategic decision maker. Rader (1994) enumeratesnscharacteristics
of a powerful mission statement, which are:

) Engaging the imagination with powerful images ofrgé&
outcome

Employing images that are clear, concise and cdimgel
Expressing strong values and beliefs about thedutu

Providing guidance for actions that must and mosbe done
Focusing discussion and shaping choices about goasees
Challenging one to stretch continually beyond auirre
performance

o Applying to each and every member of the community.

A company’s mission reflects the firm’s intentiam gecure its survival
through sustained growth and profitability.

Many organizations have improperly defined missgatements in

which some are not complete and in which the esdangredients of

the mission statement are not indicated. Some aihepanies misuse
the mission statement as an external device foligublations rather

than an integral part of the strategic managenienbe able to achieve
its objectives, the mission statement must be wtaledable, applicable
and serves to rule out actions.

10
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1.5 Profile

A company’s profile is the product of its internahalysis, which

determines the company’s performance capabiliBs®t on existing or
attainable resources. A company’'s profile depid¢te guantity and
quality of financial, human and physical resouraeailable to the firm.

It assesses the inherent strengths and weaknefsbe @ompany’s

management and organizational structure. The prafbntrasts the
historical success of the company and the traditiovalues and
concerns of its management with the company’s aticapabilities, and
attempts to identify the future capabilities of thesiness. An example
can be found in the company’s commitment in eachheffunctional

areas of resource development matrix. The firm easily calculate
investment made in each of the functional areas &ssis for better
understanding of its comparative and competitiveergiths and
weakness.

1.6 Vision

According to Robson in 1997, a company vision isosyymous with the

company’s mission. This means that the alternatieene for the

company’s mission is vision. A company's visionlioets its aspirations

and desired future state. It serves as a sourgespiration and sets the
direction for the organization's growth. A compadlivision statement
creates a sense of purpose and helps to mobilgeurees towards
achieving long-term objectives. It provides a roag@nfor decision-

making and enables the organization to adapt togd®in the market.
A well-defined vision aligns the efforts of empl@geand stakeholders,
fosters innovation, and contributes to the surviad growth of the

organization.

1.7 Goals

A company’s goal describes the desired future osithe company
wants to be.

The selection of the company’s goals is based erdéfined mission of
the company. In a situation where a strategic pfehmodel separates
the goals from the objectives, it means that thalggare broad and
timeless statements of the end result that thenargtion considers that
they can use to achieve their mission. A goal gholdarly state what is
to be achieved and when the results will be accsimgd. Company
goals do not state how the results will be achiev@dyanizations
normally have multiple goals at the same time si§teng in a complex
hierarchy. An organization may have a series of lgsrmanent goals
that define targets for the organization. All st goals affect the
organizations overall direction and productivityoftability is usually

11
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the main goal of many business organizations, nétemdow it is
measured or defined. A goal is a statement of pgc¢hat quantify the
objectives.

1.8 Objectives

The organizations objectives establish the intendedure of the
enterprise and the direction in which the orgamratvants to move.
Objectives are those ends or results which thenmgton set out to
achieve through not only its existence but als@jterations. A number
of different objectives are pursued by businessamimations. Some
examples include survival, growth, continuity ofofir, production at
least cost, good quality products or services, kquielivery, meeting
target dates, customer and employee satisfactionetation just a few.
Every organization has more than one objectivengtgiven time.

There are at least three major reasons why an iaajaom establishes
objectives and why these objectives are importamt sirategic
management. The reasons are as follows:

o Objectives help to define the organization in thei®nment
because they enable the organization to justifgxistence and
help to attract people who identify with the objees$ to work for
the organization.

o Objectives help to co-ordinate decision and dewisimakers. This
is because objectives help to direct employeeshéoréquired
standards of behaviour and reduce conflicts insi@ei making
since all employees know the objectives of the oigion.

) Objectives also help to provide standards for &a3gs
organizational performance. Without stated objesivt would
be difficult for an organization to evaluate itseiffor anybody to
evaluate the success or failure of the organizaifitrerefore, an
organizations objectives are very crucial to sg@tenanagement
Objective therefore, indicates management’s inb@stitowards
pursing and accomplishing its mission. Usually,echyes and
goals address all the areas of the operation ofctirapany
including profitability, sales growth, market sharenovation,
productivity, physical and financial resources, krispublic
responsibility, manager performances and developmen

1.9 Policies
Policies are guides to actions. Polices usuallycatd how resources are
to be allocated. They equally indicate how tasksigaged to the

organization can be accomplished. They enable esamhager at the
functional level such as marketing, accounting iaarice, production

12
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and personnel execute the organizations strategpepy. Strategy

exists as a collective umbrella for the policy cament. Policy should

give a broad assessment of the organizations stajdbusiness system
and the resources available to the selected sieate@rganizations
policies provide a framework for the implementatioh any major

changes needed to be made in that organization.pbhees should

provide the key yardsticks or measurements foegpected benefits the
strategy intends to produce or yield, so that tieeasss or the failure of
the policies can be readily evaluated. Policestlaegefore, rules that
express the limits within which action should ocdBolicies also exist
in hierarchy throughout an organization just theywse have the

strategic goals.

1.10 Strategy

A strategy is a plan that integrates an organin&imajor goal, policies
and action sequences into a cohesive unit thathsewable. A well

formulated strategy helps to marshal and allochte drganizations
resources into a unique and viable positive ungedaon its relative
internal competencies and shortcomings, anticipatieanges in the
environment and contingent moves by intelligent mpmts. Strategy
defines the general direction in which the orgamrachooses to move
to meet its goals in order to achieve its missiSitrategies usually
include how to move to achieve desired resultsat&gies are often
constrained by the nature of the organization siscresources available,
capabilities, culture, structure and tradition.

Strategy defines how an organization will not achiets aims. All
management decisions can therefore, be trustechsigtie rejected
approach as a measure of acceptability. The styratkguld document
the strategic opportunities that are deemed moseéflmeal to pursue.
The strategy should be stated in such a way tleabtbanization will
make the best use of what is available and alsquadely compensate
for its limitation. There is no one best way toateestrategy, nor is there
one best form of organization.

However, Professor R. Andrews in his book, The @phof Corporate
Strategy describes the central function of thefolecutive as leading
the continuous process of determining the naturthefenterprise and
setting, revising and achieving its goals. He cHiis central function
“corporate strategy”. He gives the definition as gattern of decision in
a company that determines and reveals its objestmerposes or goals,
produces the principal policies and plans for achgg those goals, and
defines the range of business the company is tsupurthe kind of
economic and human organization it is or intendbdpand the nature

13
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of the economic and non economic contributionsnitiends to its
shareholders, employees, customers and communities.

So, Corporate Strategy defines the business inhwaicompany will
compete, preferably in a way that focuses resourmesconvert
distinctive competence into competitive advantage.

Self-Assessment Exercises

1. Carefully state the components of strategic managémand discus
how critical each of them is to the survival andowth of
organization.

2. Explain what you understand by organizations migsiwision,
profile, objectives, strategy and goal.

[72)

1.11 Summary

Strategic management has many components, whicludmcthe
organizations mission, vision, goals, objectived atrategy to achieve
the aims of the organization’s decision makersat8tjic management
consists of complex interwoven elements, which amecial to the
survival and growth of the organization.

1.12 References/Further Readings/Web Resources
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14



BUS 849 MODULE 1

1.13 Possible Answers to Self-Assessment Exerci3efsthin

the content

Answer to SAEs

1.

Company Mission: The company mission is a crucial
component for the survival and  growth of an orgation. It
defines the organization's purpose and serves ggpliéing
principle for all its activities. A well-defined 8ion statement
helps to align the efforts of employees, stakehsldeand
customers towards a common goal. It provides glasit the
organization's core values, target market, ande®smpact. By
setting a clear mission, an organization can baiktrong brand
identity, attract customers, and motivate employedsus
contributing to its survival and growth.

Vision: A company's vision outlines its aspirations angireel
future state. It serves as a source of inspiradod sets the
direction for the organization's growth. A compadii vision
statement creates a sense of purpose and helpsoldiza
resources towards achieving long-term objectivegrdvides a
roadmap for decision-making and enables the org#aiz to
adapt to changes in the market. A well-definedovisaligns the
efforts of employees and stakeholders, fostersvaton, and
contributes to the survival and growth of the orgation.

Company's Profile: The company's profile encompasses its
background, history, core competencies, and ingystsitioning.

It provides essential information about the orgatian's
capabilities and areas of expertise. A strong comparofile
enhances the organization's credibility and remratwhich are
vital for survival and growth. It helps attract tu®ers, investors,
and talented employees who align with the comparglises and
objectives. A well-established company profile tesatrust and
confidence in the market, facilitating partnershipsnd
collaborations that can contribute to the orgaioret growth.

Organizational Objectives: Organizational objectives are the
specific goals and targets that an organizatios etchieve its
mission and vision. These objectives provide araleadmap for
progress and success. They help prioritize adasjitiallocate
resources effectively, and measure performanceddying and
aligning objectives across different departments lanels of the
organization, it ensures that everyone is workimgvards
common goals. Clear and well-communicated objestigave

15
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focus, motivation, and accountability, thereby supipg the
survival and growth of the organization.

Corporate Strategy: Corporate strategy encompasses the overall
plan and approach adopted by an organization taoewaehits
objectives and fulfill its mission. It involves mak critical
decisions on market positioning, resource allocatiproduct
development, partnerships, and expansion. A wefhédated
corporate strategy aligns the organization's irtegapabilities
with external market opportunities, enabling it gain a
competitive advantage. It helps the organizatiorapadto
changing market dynamics, identify growth opportiesi and
mitigate risks. An effective corporate strategessential for the
survival and sustained growth of the organization.

Company's Goals: Company goals are specific and measurable
targets set by an organization to accomplish itsategic
objectives. These goals provide a roadmap for psmand serve
as milestones along the journey towards the visitrey can be
short-term or long-term, and they help to focuor$, motivate
employees, and track performance. By setting amistiyet
achievable goals, the organization can drive intioma
productivity, and continuous improvement. Well-detl and
aligned goals contribute to the survival and grovah the
organization by providing a clear direction andiéosg a culture
of excellence.

Mission: An organization's mission is a concise statembat t
outlines its fundamental  purpose, reason for ertst, and the
primary activities it undertakes. It describes wihat organization
does, who it serves, and the value it aims to pwo its
stakeholders. The mission statement often encapsulthe
organization's core values and serves as a gujingiple for
decision-making and goal setting.

Vision: An organization's vision is a long-term aspirasibn
statement that defines its desired future stateeptesents the
organization's ultimate goals, the impact it aimgrtake in the
world, and the ideal state it strives to achievée Tvision

statement provides a sense of direction and ingmirdo guide

the organization's actions and strategic decisions.

Profile: An organization's profile refers to the comprelnens
overview and description of the organization. Itclites

information such as its history, background, natfreperations,
industry or sector it operates in, size, geogragtpcesence, key
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products or services, target market, and any unajurdoutes or
distinguishing factors.

Objectives: Objectives are specific, measurable, and time-oun
goals that an organization sets to achieve itsiomsand fulfill its
vision. Objectives are typically more detailed aationable than
the mission and vision statements. They repredentspecific
outcomes or results the organization aims to actempithin a
given timeframe. Objectives are often broken domto smaller,
manageable targets to guide the organization'sabpas and
ensure progress toward the overall mission andwisi

Strategy: An organization's strategy refers to the approach
plan it adopts to achieve its objectives and fuifd mission and
vision. It involves analysing the internal and extd

environment, setting priorities, making choicesloadting

resources, and defining the actions required trathe desired
outcomes. A well-defined strategy provides a rogurfa the

organization, aligns its activities, and guides isiea-making

across various levels and functions.

Goals: Goals are specific, measurable, and time-boungetsr
that support the achievement of an organizatiobatives.
Goals are often derived from the broader objectases provide
more specific and quantifiable targets. They haiganizations
track progress, evaluate performance, and ensateefforts are
focused on the desired outcomes.

17
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UNIT 3 FUNDAMENTAL APPROACH TO STRATEGIC
MANAGEMENT

Unit Structure

1.1  Introduction
1.2 Learning Outcomes (LOS)
1.3 Fundamental Approach to Strategic Management
1.4  Strategic Management Process
1.5 Strategic Analysis
1.6  Strategic Choice
1.6.1 Generating Strategic Options
1.6.2 Evaluating Strategic Options
1.6.3 Selecting Strategic Options
1.7 Summary
1.8 References/Further Readings/Web Resources
1.9 Possible Answers to Self-Assessment Exercise(s)

1.1 Introduction

This third unit of Strategic Management courseodtrices you to the
fundamental approach to strategic managementals ggincipally with

strategic management elements involved in strateganagement
process. In this unit, you will learn about modeal$ strategic

management elements involving strategic analysiscioice. Mention
will be made on generation of strategic optionsl@ation of strategic
options and selection of a strategic option. Tmg will also explain

how the different strategic management processesnéerrelated and
interwoven.

1.2 Learning Outcomes (Los)

By the end of this unit, you will be able to:

o Understand the key concepts and principles of egrat
management.
) evaluate how industrial factors, such as marketadyaos,

competition, and technological advancements, initeestrategic
decision-making.

o acquire knowledge and skills to conduct a comprsiven
strategic analysis, including assessing the intestrangths and
weaknesses of an organization and analysing therreatt
opportunities and threats.
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o identify how the external environment, such as stdutrends,
market forces, and regulatory factors, impactdegjia decision-
making.

o Develop skills in generating a range of strategitams through

techniques like brainstorming, scenario plannimgl @novation.
1.3 Fundamental Approach to Strategic Management

The approach to strategic management should betegrated one. The
approach should bring together various aspectsarsfagement such as
marketing strategy, strategic planning, financitigitegic formulation,
choice (selection) implementation, evaluation idahg strategy on
Information Communication and Technology (ICT). Angprehensive
tool box approach to techniques and their appboashould be adopted
for the entire discipline of strategic managemenherefore, for
effective coverage of the strategic management seguthe entire
discipline is divided into fifteen units. These tsnare indicated in the
Course Guide. This approach is quite in order sirsteategic
management is a solid foundation within which dlé tfunctioning
management practices are bundled or put together.

The general approach could be broadly divided imto opposing but
complementary approaches, which are as follows i{Wdka, free
encyclopedia):

a. Industrial organizations approach which is basedeoonomic
theory and deals with issues such as competitigenmesources
allocation and economies of scale. The assumptiatenining
this approach includes self discipline and proféamization.

b. Sociological approach, which deals primarily wititeractions.
The assumptions of the approach include satisfaagaviour
sub-option profit and bounded rationality. An exdnpf a
company that currently uses this approach is Google

Strategic management techniques can also be viag/&dttom-up, top-
down or collaborative process. The bottom-up apgroavolves the

employees’ submitting proposals to their respecthanagers who, in
turn, channel the best ideas further up the orgdniz ladder. The

proposals are accompanied by capital budgetingeggodach proposal
is then assessed based on financial criteria ssiclost-benefits analysis
and return on investment. Any approved proposah thems the

substance of a new strategy. All these may be datieout a grand

strategic design. The most common approach isojfirveldwn approach.
In this practice, the chief executive officer (CE@)th the assistance of
his strategic planning team, takes decision onotierall direction the

company should go.
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In addition to these two major approaches, someaurozgtions have
started experimenting on corroborative strateg@nping techniques
that recognize the emerging nature of strategitsueTts.

1.4 Strategic Management Process

Strategic management process (SMP) can be an iwvjedogical
systematic approach for making major decisions nnogganization.
SMP attempts to organize qualitative and quantiaiinformation in a
way that allows for effective decision making undsnditions of
uncertainty.

Strategic management process (SMP) can thereferelebned as the
way the strategists determine corporate objectared make strategic
decisions. The strategic decisions are designedckoeve ends or to
achieve organizations objectives. SMP consist ddetlstages, namely,
strategy formulations, strategy implementation sindtegy evaluation.
However, some schools of though see SMP as camgisfi two sub-
processes which are strategic planning (SP) andategic
implementation (SI). In this, the SP process iskbno down into
analysis/diagnosis and choice while the Sl subgs®ds broken down
into implementation and evaluation. This gives tséhe formular:

SVIP = SP + S = AnalysigDiagnosis + Choice + Implementation +
Evaluation

The planning has to do essentially with the wordgpamme. All senior
management officers from all major functions of tinganization should
be involved in planning. A planning committee mag/ et up to be in
charge. The planning officer is the catalyst anebxbnator to make
sure the plan is implemented. The planning committeay be

responsible for the strategic planning

Strategic management process has been presenteatious models.

However, the model we shall adopt here is thatti@tegic decision-
making process proffered by Johnson and Scholed3j19he model

consists of three interacting elements: strategadyais, strategic choice
and strategic implementation.

Johnson and Scholes model representation is addmeduse it is
convenient to use, well known and is used by maunthas. For

instance, it was used by Dess and Miller (1993) Radie et al. (1994).
It is such a powerful model that we can use to mmgaour thoughts
without losing sight of the interacting nature bételements. However,
it is important to note that the purpose of eacldehas the same in
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every case, which is to provide a vehicle throughictv to explain

something complex, even if the preference as toesamay differ a bit.

The strategic decision-making process producessttaegy itself as
made up of three interacting elements.

Fig. 1 is structured around the convenient model dtmdying and

understanding the complexity of the strategic managnt process as
three interacting elements that Johnson and Sckb®&3) present. The
figure shows that SMP comprises mainly strategalyens, choice and
implementation.

Strategic
Analysis

Strategic

L. Imnlementation e mplementation

Fig. 1: Model of strategic management (adopted fradJohnson and
Scholes: (1993)

1.5 Strategic Analysis

Strategic analysis is part of overall managememicgss which is
concerned with attempts to understand the stratpgaition of the

organization, to consider goings-on in the envirentmand judge how
the happenings can affect the organization. It aemsiders the
organizations strengths and weaknesses with respethe happenings
and assesses the feelings of the stakeholderse@tranalysis actually
helps to form a picture of the factors that infloerthe organization so
that it can be informed of the strategic choicer&et of the overall

strategic management process. Johnson and Sché8)(identify

three factors in strategic analysis, namely

o] environment
o] values and objective
0 resources.

In explaining fig. 2, it means that good managerssintonstantly be
abreast of what is happening in the organizati@msgironment. They
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should know how changes taking place in the enwremt may affect
organizations available resources, strengths of diganization and
weaknesses. This is equated with the culture of dhganization,
including management style and relative power of 8takeholder
group. Values and objectives will influence the eqatebility to each
stakeholder group. Through the perception of aedmiily other
influence, may come since organizations existaéomplex environment
with enormous set of variables. The resources geouthe internal
influences on strategic choice. The analysis afuases aims to build its
picture.

Resources

Strategic
Analysis

Choice Implementation

Fig. 2: Three factors in strategic analysis (Johnsoand Scholes,
(1993)

It is clear therefore, that strategic analysisos a static snapshot event
but a continuous process since the strategic choiaed their
implementation impact upon the environment, cultane resources of
the organization.

1.6 Strategic Choice

The choice element is the SMP is concerned witlosimg a strategy
based upon the foundations laid by strategic arsalysgood manager
must be able to generate and evaluate possibtegyreaking the nature
of the organization into consideration. The thresues of concern are
risk, structure and culture of the organization.
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Strategic
Analysis

Strategic
Implementation

Identification
of Options

Strategic
Choice

Evaluation of Selection

Options

of Strateq'

Fig. 3: Three elements of strategic choice (Auths®@xplanation)

The elements associated with making strategic elsoinvolve three
main factors as identified by Robson (1997) which: ga) identifying
the options, (b) evaluating those options andé€®cing an option.

1.6.1 Generating Strategic Options

This involves identifying as many options as pdgsdmong potential
courses of action. It is usually difficult, if nohpossible, to identify all
these as only the very obvious ones are ofteniftehand considered.

1.6.2 Evaluating Strategic Options

Evaluation of strategic options is per formed withihe framework of
strategic analysis. The alternative strategiesdish the strategic option
have to be tested using three main criteria of

o] strategic fit, (suitable)
o] feasibility
(o] acceptability.

1.6.3 Selecting Strategic Options

The selection of strategic option may result inirgyle strategy to be
adopted by the organization. It can also resula istrategic set to be
adopted in the strategic implementation of the @ssc The culture and
the power structure of the organization have aifsoggimt impact on the
strategy selection process.
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Fig. 4 describes the general model of strategic agament element
arising from the three major concepts of stratemalysis, strategic
choice and strategy implementation. The subsequdatg of this course
shall be devoted to the other elements of strategamagement as
indicated in Fig. 4.

The
Environments

Resource
Planning

Strategy
Implementation

Fig. 4. Model of strategic management elements (ptkd from
Johnson and Scholes, 1993).

Self-Assessment Exercises

1. Explain the three interacting elements of strategianagement
process.

2. In an uncertain and ambiguous world, do you thirét the theorie
of strategic management can work?

U)

1.7 Summary

In order to achieve corporate objectives and omginnal goals,
strategists must make strategic decisions and fatmstrategies. The
processes involved have been variously definedblastcally include
strategic analysis, choice implementation and etadn.
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1.9

Possible Answers to Self-Assessment Exercisefg)hin
the content

Answer to SAEs

1.

26

Strategic Analysis: Strategic analysis involveseasing and
understanding the internal and external factoet tan impact
an organization's strategic decisions. It is doaiitcomponent of
the strategic management process as it providesotheation
for developing effective strategies. In strategioalgsis,
organizations conduct a thorough evaluation ofrtis&iengths,
weaknesses, opportunities, and threats (SWOT ashglys gain
insights into their competitive position, markesrtds, customer
needs, and other relevant factors. This analysigshielentify
strategic issues, challenges, and potential areagrowth or
improvement.

Strategic Choice: Strategic choice refers to thecgss of
selecting the most appropriate strategy from varialternatives
generated during the strategy formulation stageinWolves
evaluating and comparing different strategic ogidrased on
their feasibility, compatibility with the organizan's resources
and capabilities, potential for competitive advgeta and
alignment with the organization's goals and obyesti Strategic
choice may involve making decisions related to reark
segmentation, product positioning, competitive adage,
diversification, strategic alliances, or other adpeof the
business. The chosen strategy sets the directian tlie
organization and guides resource allocation andementation
efforts.

Strategic Implementation: Strategic implementaistihe process
of translating the chosen strategy into action. involves

executing the strategies and initiatives outlinedthie strategic
plan to achieve the organization's goals and albgsct Strategic
implementation requires effective coordination, camication,

and allocation of resources throughout the orgéaioizalt often

involves aligning various functional areas, estlbhig clear
responsibilities, setting targets, developing actiplans, and
monitoring progress. Successful implementation iregustrong
leadership, organizational commitment, and thatghio adapt to
changing circumstances. Regular performance mamgoand

evaluation are essential to ensure that the implésdestrategies
are on track and to make adjustments as needed.
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In an uncertain and ambiguous world, the theooestrategic
management can still be  valuable tools for orgsions.

Strategic management provides a structured franmewor

analysing the internal and external environmentiinge goals,
and formulating strategies to achieve those godlkile the

specific application of strategic management tle=ormay need
to be adapted to suit the unique circumstancesioéntainty and
ambiguity, the fundamental principles can still dpiidecision-
making and improve organizational performance.

Here are a few reasons why strategic managemearigeecan be
effective even in uncertain and ambiguous envirarngele

Flexibility and Adaptability: Strategic managemeaphasizes
the need for organizations to be flexible and aalalpt to

changing circumstances. This approach encouragesiaations
to regularly assess and reassess their strategiabling them to
respond to unexpected events and seize emergingtapjies.

By continuously monitoring the environment and maki
necessary adjustments, organizations can navigatertainty
more effectively.

Risk Assessment and Mitigation: Strategic managertrerories
emphasize the importance of risk assessment angatron. In

an uncertain and ambiguous world, understandingnaagiaging
risks becomes even more critical. Strategic managéprovides
tools and frameworks to identify, assess, and pider risks,

allowing organizations to develop contingency pland allocate
resources accordingly.

Competitive Advantage: Strategic management theaien to
create and sustain competitive advantage for ozgdans. While
the sources of competitive advantage may evolhaninincertain
environment, the principles of understanding customeeds,
leveraging core competencies, and differentiatingopmf
competitors still hold true. Strategic managemerglp$
organizations identify and exploit opportunitiesspioning them
favourably in the marketplace.
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UNIT 4 ENVIRONMENTAL ANALYSIS
Unit Structure

1.1  Introduction

1.2 Learning Outcomes (LOSs)

1.3 Meaning of Business or Industry Environment

1.4  Nature of the Environment
1.4.1 External Analysis and Diagnosis
1.4.2 Internal Analysis and Diagnosis

1.5 Summary

1.6 References/Further Readings/Web Resources

1.7 Possible Answers to Self-Assessment Exerciseff)in the
content

1.1 Introduction

This unit of strategic management course exposeso/the business of
industry environmental analysis and diagnosis. Thesiness
environment comprises both external and internairenment, which
are complex and are constantly changing. Therenarey environmental
factors that directly or indirectly impact on a f@rlar business. They
include factors that are beyond the control oflibsiness organizations.
To sustain business and also survive in the cothgegnvironment, the
strategist must understand his environment thraugical and objective
analysis using certain criteria. The impact of sameessary changes
and their implications on the business organizatust be analysed and
appropriate strategic decisions made.

1.2 Learning Outcomes (LoS)

By the end of this unit, you will be able to:

o define the key elements and factors that influethee industry
environment.
o identify and describe the components of the externa

environment, such as competitors, customers, srgpland the
overall market.

o identify the factors that contribute to the failue success of
environment analysis, such as the accuracy andamde of
information gathered, the ability to anticipate amdapt to
changes, and the alignment of analysis with orgdioizal goals.

o analyse the impact of socio-cultural factors on irfess
organizations, including cultural values, consutmnaviour, and
social trends.
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o recognize that the business environment is dynamd subject
to constant change.

1.3 Meaning of Business or Industry Environment

The environment of an organization could eitherrternal or external.
The external analysis is often referred to as emwirental analysis
while the internal analysis is the company analysrs strategic
advantage analysis. The environment of an orgaaizatcludes factors
outside the firm which can lead to opportunities éo threats to the
organization. In business, the environment of agawization is the
pattern of all external conditions and influendest effect organizations
life and development. The relevant environmentatdiss include the
total business community, the city or town, theirentountry and the
world at large.

They also include technological, economical, phsjlsicsocial and
political factors.

The corporate strategist must be aware of theséuré=a in the
environment. There should be awareness that chanigé&ing place at
varying rates in all the environmental factors. @@ usually is fastest
in technology, perhaps closely followed by politichanges particularly
in developing countries which are politically udg&a Change in the
environment of business necessitates continuousitonoig of a
company’s definition of business.

Otherwise, it may fail by becoming obsolete at timee it comes on
stream. The effect of competition in the compargrisironment should
not be overlooked. The strategist should be able ntonitor
environmental factors well to determine opport@sitfor threats to the
organization. Environmental diagnosis consists ofanagement
decisions made and assessing the significanceeadldta (opportunities
and threats) of the environmental analysis.

Environmental analysis and diagnosis give stratedisie to anticipate
opportunities and plan to take optional responsdbé opportunities. It
helps the strategist to develop an early warnirsgesy to prevent threats
or develop strategies, which can turn threat to dmrganizations
advantage. The analysis of the environmental isonapt in that it
increases the quality of the strategic decisionintaky considering a
range of the relevant features well in advance rieefioe need to make
irrevocable decision.

The strategy of any organization should be dire@eexploiting the
environmental opportunities and to blocking the immmental threats
in a way and manner consistent with the organin&ianternal
capabilities. This is porter’s concept of enviromag fit which allows
the organization to maximize its competitive pasiti
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The success or failure of environmental analyspgedds largely on the
characteristics of the environment such as the texip of the
environment, the rate of change and the cost oiladla information
about the environment in which an organization tfldghe following
process may be followed:

o Audit the environmental influences.

o Assess the nature of the environment to deterntieela@vel of
complexity or environment.

) Identify the key environmental forces (using Postdive forces
model).

o Identify the competitive position of the organinati(using a life
circle).

) Identify the major opportunities and threats (USBWOT/TOWS
analysis).

1.4 Nature of the Environment

1.4.1 External Analysis

An organizations environment comprises all the &jessues and facts
which can influence its performance, but over whilhh organization
has little or no influence. The external environién beyond the
control of the organization. The societal environieonstitutes

conditions that have a broad, rather than dire¢luence on the

organization. These conditions include demographatural, political,

cultural and economic factors. All these put togettonstitute the world
within the organization functions and operates.

Demographic Factor: This includes aging of population, geographical
population shifts, population growth and bettercaded populace.

Natural Factor: This includes pollution levels, natural resources
management, and increased energy cost, raw meadgadability.

Political Factor: This includes international trade, investment
incentives/controls, fiscal/monetary policies, isttial policies,
consumer policies, labour policies and regionaicpes.

Cultural Factor: This includes status of women and minorities,

changes in the family life style, decline in thaditional life style,
improved living standard, shifts to less work anorenleisure.
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Economic Factor: These are gross national product, personal income,
employment and unemployment level, inflation raggvernment
spending and availability of capital.

There is also a task environment which has a nmaorimpact on the
organization and its strategic planning process regmwhich are the
nature of competition in any particular market. Timature of

Socice-cultural External environment Economic
Forces

Internal

environment
Structure
Culture

Resource

PoliticakHegal Technological
Forces

competition is very important since it impacts & tprofitability and
scope of strategic manipulations in the markethasva in Fig. 5

Fig. 5: The organisational development (adaptedrmmdNendy Robson,
1997)

Among the elements of the external environmenhdikated by Wendy
Robson are the following:

Socio-Cultural Forces

These include life-style changes, career expectstioate of family
formation, consumer activities, population growdler age distribution,
regional shifts, urban-rural migration, birth ragasd life expectancies.
The strategist must be abreast of the social dpwaats in the
environment which may include the increasing rdterone, demands
by women for recognition and opportunity.

Economic Forces

These include gross national product (GNP) treimdistest rates, money
supply, inflation rates, unemployment levels, wageé control,
devaluation/revaluation, availability of energy andost. The
consequences of both national and international@oa trends need to
be monitored in great detail by any company so thatcompany will
not be taken by surprise by the changing world.
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Technological Forces

Organizational spending on research and develop(R&iD), focus of

technology efforts, patent protection, new producesv development in
technology, transfer from laboratory to market pland productivity
improvement through automation. Technology, develepts are the
fastest unfolding and the most far reaching in mditeg and contracting
the opportunity for any company.

Legal Forces

These include antitrust regulations, environmeptakection laws, tax
laws, special incentives, foreign trade regulatioatitudes towards
foreign companies, laws on hiring and promotingabsity of
government. The importance of political forceshe business must be
considered. The relationship between the privatenpamies and
government owned establishment is also important.

Also including in the environmental analysis is tt@sk environment
which includes the following:

Demand

Among the demand factors are size and growth ok#gting market,
number/size and distribution of customers, physichstribution
channels, nature of market competition (price andn-price
competition).

Market structure

Market structure factors include number/size dsition of competition

and suppliers, barriers to entry or exist to magketuct characteristics
and product life cycles. Environmental analysis tmoslude want for

the company’s products or services. There must flexteve market

segmentation which will divide the market to pietieest are identifiable,
substantial enough to be profitable and defensibinst competition.

Technology

This includes the level of technology and likelyangges, cost structure
including economies of scale, dependence on paticaw material or
labour.

Government

Government polices, taxation and legislative apparare important in
environmental analysis. The impact of particulagig&@ation on the
industry relating to product or consumption as wedl role of the
government as supplier, competitor or customer issignificant
environment factor.
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1.4.2 Internal Analysis and Diagnosis

The internal analysis is also called the stratedyaatage analysis and
diagnosis.

It is the process by which the strategist examthesfirm’s market and
distribution, research and development, producteord operations,
corporate resources and personnel finance andctwuating function
to determine where the firm has significant compeies so that it can
most effectively exploit the opportunities and afseet the threats to the
company’s weaknesses which would need to be mieuhizf not
eliminated, in order to achieve corporate objestive

Even where competence to exploit an opportunitynistured by
experience, the level of that competence may bdawofor any great
reliance to be placed on it. It would be good twasls be able to
ascertain the distinctive ability that could be ugbt to a company or
firm that could attract customers away from oth@npetitors.

The distinctive competence of an organization igartban what it can
do; it is more of what it can do very well. One Hhasconsider the
present strength of opportunities. Take the oldwyiter, for instance,
handwriting that a simple. The typewriter is foutwd contribute to a
broad range of informed action processing functicamsy of which
might have suggested an area to be exploited bymtaeufacturer.
However, these opportunities where not exploitetil UBM did the

electric typewriter and the computer-related inputput devices.

Apart from looking at the functions to which theepent products
contribute, it may be more profitable to identihetskill that underlines
whatever successes have been achieved.

Therefore, we should look beyond the company’s ciép#o invest new
products. New products are the only major highwags new
opportunities. Other avenues may include new marxedervices, new
distribution methods, new values in quality, pricembinations and
creative merchandising. The effort to find or ceeatcompetence that is
truly distinctive may hold the real key to a comparsuccess and future
development.

At any rate, opportunity must be matched with cotapee after each
has been accurately identified and its future §icgmce esteemed. It is
this combination that establishes a company’s eminonission and its
position in its environments. The combinations dtiominimize
organizations weaknesses and maximize its strength.
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An essential part of strategic analysis is assgdbi@ effects of possible
change in the environment. According to Robson T).9%here are two
steps to the process:

(i) to consider how the societal, task/or interaalironmental factors
may change to assess the strategic implicatiorssicti changes for the
organization.

Brannan (1992) refer to the potential major chani@esng business
organizations as a “complex web of near chaos. Hscribed the
possible framework for such changes as PEST, qalliteconomical,
sociological and technical developments. For ammiation to sustain
its business and remain competitive there musbhstant, effective and
environmental analyses to inform and allow thetsgig decisions that
keep the organization competitively healthy to badm Quit often,
change in the business environment could be vepersive and
difficult. At times, it could be psychologically féicult to bear while
strategic adjustments become increasingly difficlHtowever, the
suggestion of Brannan on how to deal with interpgethange is not to
forecast the future but to consider a range ofréguwhich he calls
scenario planning.

Self-Assessment Exercises

1. Explain the concept of environmental analysis amdernal
environment of an industry.

1.5 Summary

The business or industry environment is broadlyidéig into two,
namely, external environment and internal enviromméd&he external
environment is largely beyond the control of thgamization. Thus, the
strategist must always carry out an analysis of dngironment and
consequently formulate strategies to suit the emwirent. Factors such
as socio-cultural, political, legal, technologicatonomical, competitive
and government policies are major influences torganization.

The internal environment largely comprises thecstme and culture of
an organization and their manipulation to a certiigree depending on
the strategic decision markers.

34



BUS 849 MODULE 1

1.6 References/Further Readings/Web Resources

Brannan, T. (1992). Listened to the Future: MariggBusiness.

Narayana, V. K. (1986)Micro- Environment Analysis for Strategic
Management, West Publishing.

Porter, M. E. (1980).Computer Strategy: Techniques for Analysis
Industries and Competitors, Free Press.

Robson, W. (1997)Srategic Management and Information System.
Fahey, Land.

35



BUS 849

1.7

STRATEGIC MANAGEMENT

Possible Answers to Self-Assessment Exercisefg)hin
the content

Answer to SAEs

1.

Environmental analysis refers to the proces®waluating and
understanding the external factors that can impacindustry
or organization. It involves studying the politicadconomic,
social, technological, environmental, and legalSPEL) factors
that influence the business environment.

The PESTEL framework helps identify and analyseiousr external
factors:

36

Political factors: These include government po$icieegulations,
and political stability that can affect the indystFor example,
changes in trade policies or taxation laws can ragaificant
implications for businesses.

Economic factors: These factors encompass the edono
conditions such as inflation, interest rates, ecangrowth, and
unemployment rates. Understanding these factopslassess the
overall economic health of the industry and itseptial for
growth.

Social factors: Social factors include cultural nts,
demographics, lifestyle choices, and consumer udts.
Analysing social factors helps identify market preinces, target
audiences, and consumer behaviour.

Technological factors: Technological advancementan c
profoundly impact industries. Analysing technol@ajidactors
involves understanding the rate of technologicalange,
innovation, and the impact of new technologies @adpcts,
services, and processes.

Environmental factors: Environmental factors encas®p
ecological and environmental aspects such as d@irshange,
natural disasters, sustainability, and resource iladibty.
Industries need to consider these factors to ensusg&inable
practices and minimize environmental impacts.

Legal factors: Legal factors refer to the laws,utagons, and
legal frameworks governing the industry. Compliamcth these
regulations is essential to avoid legal issuesraathtain ethical
practices.

On the other hand, the internal environment of raoustry or
organization refers to the internal factors andueses that affect
its operations, strategies, and performance. ltudes:
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° Organizational structure: This refers to how thempany is
organized, including its hierarchy, departmentsg aeporting
lines.

o Company culture: Company culture encompasses thgesja

beliefs, norms, and behaviours shared among engsdoye
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UNIT 5 SWOT ANALYSIS
Unit Structure

1.1 Introduction
1.2 Learning Outcomes (LOSs)
1.3 Definition and Meaning of SWOT
1.4 SWOT Matrix Model
1.5 Opportunities and Threats in Business Envirartme
1.5.1 Opportunities
1.5.2 Threats
1.6  Strengths and Weaknesses in Business Envirdnmen
1.7  Strategies Indicated by SWOT Analysis
1.7.1 Strengths
1.7.2 Weaknesses
1.8 Limitations of SWOT Analysis
1.8.1 Maxi-Maxi
1.8.2 Mini-Maxi
1.8.3 Mini-Mini
1.8.4 Maxi-Mini
1.9 Summary
1.10 References/Further Readings/Web Resources
1.11 Possible Answers to Self-Assessment Exergise(s

1.1 Introduction

This unit is about SWOT analysis, which has to dihe analysis or
evaluation of the strengths, weaknesses; opposniand threats
(SWOT) to an organization. The strengths and wesdawdeal with the
internal circumstances of an organization whiledpportunities and the
threats deal with the external environment of tlganization. Strategies
need to be formulated to handle the respectiveoouts of the SWOT
analysis. Strategy identification is essentialaokting future events. To
succeed, SWOT analysis must be done with sincenitg honesty.
SWOT analysis however, does not have the in-buiicmanism to
handle the future uncertainties.

1.2 Learning Outcomes (LOSs)

By the end of this unit, you will be able to:

o explain the meaning of SWOT (Strengths, Weaknesses,
Opportunities, and Threats) analysis in a busineatext.
o explain the importance and benefits of conducting\WOT

analysis for businesses, such as identifying coimnget
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advantages, understanding market dynamics, and ngaki
informed strategic decisions.

o describe the factors that can be considered asrinpyttes and
threats in a business environment. This may incladalysing
market trends, competitor actions, regulatory cleang
technological advancements, and other externabfa¢hat can
impact the organization.

o identify and assess the internal strengths and messles of a
business. This involves analysing the organizaiorSources,
capabilities, competitive advantages, and areas revhe
improvement is needed.

o discuss the risks and negative consequences agsbaoath
conducting a dishonest or biased SWOT analysiss Thay
include distorting information, ignoring criticaladtors, or
manipulating the analysis to achieve desired ouésom

o identify and explain the different types of straésgthat can be
derived from a SWOT analysis. This may include tageag
strengths, addressing weaknesses, capitalizingpportunities,
and mitigating threats through various strategjoraaches.

° explain alternative frameworks, variations in taroiogy, or
additional dimensions that authors have proposeent@ance or
modify the traditional SWOT analysis.

o identify the significant limitations and criticisn@ssociated with
SWOT analysis.

1.3 Definition and Meaning of SWOT

This is the analysis and evaluation of strengthssakmesses,
opportunities and threats (SWOT). This concept WCH can be used
to classify and explain any situation. Strengthsl aveaknesses fall
under the internal environment of an organizatiow #herefore can
describe the internal circumstances of such anmmgaon. On the other
hand, opportunities and threats adequately exphessircumstances of
the external environment.

SWOT analysis is often presented in matrix fornhaligh it is used to
explain a complex practical reality. When the tveators internal and
external become more vivid, clear strategic analys described by
Weihrich (1982) is adopted.
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1.4 SWOT Matrix Model

Table 1: SWOT Matrix Model

Strengths Weaknesses
Internal
Factor
Opportunities Opportunities
Strengths
Weaknesses
External
Factor
Threats
Threats

You may have to go through the following processdaable to fill out
matrix.

o Prepare an enterprise profile showing the kind wudiress, the
geographic domain, the competitive situation andp to
management orientation.

o Identify and evaluate the economic, social, pditic
demographic, products and technology, market amdpetitive
factors.

o Prepare a forecast; make predictions and assessiiéet future.

o Prepare a strength and weaknesses audit in thegeraeat and
organizations operations, finance, marketing ahdrotey areas.

o Develop alternatives.

o Make strategic choices by considering strategitdaand action.

o Prepare contingency plans.

A careful observation of SWOT analysis indicateat th defines the
relationship between the internal and external @ppl in strategic
analysis. It concerns the identification and analgé the environment.
When SWOT analysis is properly carried out, and kasic internal
strengths and weaknesses of the organization aleawalysed and
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identified, the organization should be able to kntve appropriate
strategy or strategies to adopt. Every organizatbauld be able to
apply the SWOT analysis to its competitors, supglieustomers and
even to itself. When this is done, the organizawdlhbe able to realize
its own position within the industry.

1.5 Opportunities and Threats in Business Environmet

The external forecast can be used to identify dppdres and threats in
the business environment. These are illustratddllasvs:

1.5.1 Opportunities

These include high growth rate in the served margelvernment
legislation which increases the need for the omgins product, new
raw material which can enhance product quality wedk competitor in
a served market.

1.5.2 Threats

These include new technologies that obsolete tiepaoy’s products,
industry overcapacity which increases price contipeti legislation
causing major operating changes and aggressive pompetition in a
served market.

1.6 Strengths and Weaknesses in Business Environnten

Just as in opportunities and threats, externalcémtcan be used to
identify strengths and weaknesses in the envirohniére analysis of
strengths and weaknesses relative to competitioquine honest
assessment. The task involved is analysis of positn the industry,
determination of the successes factors in the itngusientification of
strengths and weaknesses and assessment of corepgaiition. At the
end of these, such questions like, where are we€r&\have we been?
Where are we going? would have been answered.

To be able to adequately identify strengths andkwesses we need to
concentrate on the past and the present. Thesengtts and
weaknesses may include:

1.6.1 Strengths

These include leadership in innovative product glesiexceptional
employer and employee communication, understaraalgrelationship.
They also cover highest level of automated produacin the industry,
highly motivated field sales force and superiorquat quality.
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1.6.2 Weaknesses

The weaknesses include antiqguated manufacturingoffree facilities,
out-of-date information systems, cash flow diffices, limited supply of
some raw materials and limited management in-dept.

A major weakness in an environment may be a vepngtcompetitor
which will obviously necessitate competitor's arsdy An analysis of
key competitors will provide answers to these goast Who are they?
What are their resources? Who are their customéfisy are they so
successful?

We should seek to know how competitors will reactour strategies.
For instance, how will they react to market chaflgé¢ere are they
most vulnerable? Where are they strongest? Wherdhes most
appropriate battleground to fight them and how?

We should also know if our weakness arises from moduct lines,
particularly with respect to performance trendseétliing prices, labour
costs and gross profit.

A company’s weaknesses may also be as a resutieofvéaknesses in
its functional areas such as marketing, engineerd®gign and
production, manufacturing, financing and human ueses. Different
strategies will be required for the different obhser and identified
weaknesses.

1.7 Strategies Indicated by SWOT Analysis

The thrust of these is that there must be a sepatedtegy to take care
of each market segment. The Boston Consulting G(@&{G) matrix
categorizes businesses as stars, cash cows, quesiiks and dogs.
There are separate strategies for each strategiodas unit (SBU).

The various strategies that are suggested by a §0¢QT analysis are
hereby presented. The strategies are called bygusanames by different
authors.

1.7.1 Maxi-Maxi

This is a situation in which the organization iayphg from a position of
strength to an opportunity. So, the business adbgxtare meant to
overcome external threats in order to focus onglgnent. It is referred
to asEXPLOIT by Rowe et al (1994).

1.7.2 Mini-Maxi

The appropriate strategy for this segment is the thrat minimises
weaknesses and maximises the opportunities. Suop@ortunity exists
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but requires strength where the organization ctigreexperiences a
weakness. Therefore, a strategic action is neededemove the
weaknesses and prevent the opportunity from gainipé competitors.
Rowe et al (1994) call this segm&EARCH.

1.7.3 Mini-Mini

The strategy for this segment should be such that threat and
weakness will be reduced. The situation is precatioSo, the
organization should adopt a strategy that can awnsdkind of situation.
It is termedAVOID by Rowe et al (1994).

1.8.4 Maxi—Mini

An appropriate strategy for this particular busgesndition is the one
that uses the strength of the organization in otoleefend or avoid the
threat. However, caution must be exercised in orter avoid
unnecessary and costly competitive battles. Stiategtions that
circumvent the threat should first be considered @referred. Rowe et
al. (1994) refer to this strategic segmenC&NFRONT.

Identification of a strategy is essentially abaatkiing the future. This
must be based on a realistic and factual evaluairoappraisal of an
organization’s past and present performance. Iflestion of
opportunities and threats alone are not enoughsbémedeveloping
strategies. To do this the organizations strategystmconsider
organizations resources and competitiveness. Tia¢egy could only
source energy from the results of the combinedsassent of the market
attractiveness and business strength. So, it ig grrcial to conduct
resource analysis and capabilities. The main airsuch an exercise is
to use the strategy pointers to assist in usingtieg business strengths
to exploit the opportunity. It is possible to usetd create new
opportunities, to counteract the threats and rejpairweaknesses. For
strengths to be useful this way, they must be alyefrealistically and
critically identified, evaluated or assessed. K thrganization uses the
same techniques to assess competitors, the organizean then
capitalize on the weaknesses of the competitorsaand going ahead
against their strength.

SWOT analysis, especially when it forms part of immmental
analysis, is referred to as the TOWS matrix. HoweWowe et al.
(1994) refer to it as WOTS-UP analysis and offanssuggestions on
each of the matrix segment. Whichever way we may lat it, SWOT
analysis is a systematic method of matching envemtal threats and
opportunities with the organization’s strengths am@dknesses.
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One critical aspect of SWOT analysis is the tenge¢acover up feared
weaknesses resulting in a less than honest aplpo&aiS&V/OT. In such a
situation, perceived strengths can be proclaimetherathan the
weaknesses observed. This less than honest SWQyBianzan be used
to generate strategic options and forms part of dtrategic choice
element.

1.8 Limitations of SWOT Analysis

Although SWOT is future oriented, it does not haamy in-built
mechanism for handling the uncertainly of the fafunor does it give
any holistic model of the organization. SWOT anilydoes not aim at
option evaluation or selection. However, in thegaiss of going through
the internal and external analyses and appraisdiain objectives and
certain performance measures may be reviewed.

Self-Assessment Exercises

1.  Briefly explain what you understand by SWOT anaysi

2. Carry out SWOT analysis of a named business pgrdirt clearly
its major weaknesses and the kind of strategies woll
formulation to strengthen the business.

1.9 Summary

In this unit, we have learnt SWOT analysis using 8WOT matrix
model to explain the basic terms that are usedomnection with
SWOT. After the SWOT appraisals, the various sgiate of exploit
(maxi—maxi), search (mini-maxi), avoid (mini-mirgpd confront (maxi-
mini) that can be adopted have been enumerated. r@lagionship
between the internal and external appraisals has loeawn in the
strategic analysis. Finally, the unit mentions timaitation of SWOT
analysis and cautions against a dishonest appidiia¢ environment.
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1.11 Answer to SAEs

1. SWOT analysis is a strategic planning tool useéwualuate the
strengths, weaknesses, opportunities, and thrests an
organization, project, or individual. It provides siructured
framework to assess the internal and external fadtoat can
impact the success or failure of a venture.

The acronym "SWOT" stands for:

o Strengths: These are the positive attributes aratackeristics
internal to the entity being analysed. They includeique
resources, skills, competitive advantages, or d@hgrdactors that
give an advantage over competitors.

o Weaknesses: These are the internal factors thatdmhinder the
entity's performance and potential. They may ineluthdequate
resources, lack of expertise, poor infrastructume,any other
factors that put the entity at a disadvantage coetp@ others.

o Opportunities: These are the external factors occuonstances
that can be exploited to the entity's advantaggo@pnities can
arise from market trends, technological advancesmetianges in
regulations, emerging consumer needs, or any otkxézrnal
factors that can create favourable conditions foowgh or
success.

o Threats: These are the external factors or chaenigat could
potentially harm the entity's performance or vidil Threats
may include intense competition, economic downtuchsinging
customer preferences, new regulations, or any ddwtors that
pose risks to the entity's objectives.

2. SWOT Analysis of Nestlé PLC:

o Strengths:

o Strong Brand Portfolio: Nestlé owns a diverse raafj@opular
brands in various food and beverage categoriesvigng a
competitive advantage.

o Global Presence: The company operates in multiplentries,
allowing it to leverage economies of scale, reaehd® customer
base, and adapt to regional market trends.

o Research and Development (R&D) Capabilities: Nestidests
significantly in R&D, enabling innovation, produdévelopment,
and meeting changing consumer demands.

o Broad Product Range: Nestlé offers a wide arrayrofducts,
catering to different consumer preferences and etaggments.
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Strong Supply Chain: The company has a well-esthbdl global
supply chain network, ensuring efficient sourcipgoduction,
and distribution.

Weaknesses:

Product Recalls and Quality Concerns: In the psstlé has
faced product recalls and quality-related issudschvcan erode
consumer trust and brand reputation.

Dependence on a Few Brands: Despite a diverse Ipantidlio,
Nestlé relies heavily on a few key brands for aigicant portion
of its revenue, making it vulnerable to brand-specisks.
Negative Public Perception: Nestlé has faced @giticregarding
its marketing practices, environmental impact, aader usage,
leading to reputational challenges.

Slow Response to Health and Wellness Trends: Thgany has
been slower in adapting to the growing demand &althier and
more sustainable food and beverage options.

Opportunities:

Growing Health and Wellness Market: Nestlé can tedipe on
the increasing consumer focus on healthier andtifumad foods
by expanding its portfolio of nutritious and sustble products.
Emerging Markets: There is untapped potential inergimg
markets with a rising middle class and changingsoarer
preferences, presenting growth opportunities fastide
Acquisitions and Partnerships: Nestlé can explomategic
acquisitions or partnerships to enhance its prodifetings, enter
new markets, or gain technological advancements.

Threats:

Intense Competition: The food and beverage industeyhighly
competitive, with numerous global and local playeysng for
market share, posing a threat to Nestlé's markstipo.
Changing Consumer Preferences: Shifting consuneeid$r and
preferences towards organic, natural, and localburced
products may challenge Nestlé's traditional offgsin
Regulatory and Compliance Risks: Increased reguiatrelated
to food safety, labelling, advertising, and susthihity can pose
challenges and impact Nestlé's operations.

Price Volatility of Raw Materials: Fluctuations icommodity
prices, such as dairy, cocoa, and coffee, can impastié's
profitability.

Strategies to Strengthen Nestlé PLC:

Strengthen Quality Assurance: Invest in rigorouality control
measures, improve supply chain transparency, arithnee
communication to rebuild consumer trust.
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o Enhance Health and Wellness Offerings: Focus oreldping
and marketing healthier and sustainable produdidegsing the
growing demand for nutritional choices.

o Foster Innovation: Continue to invest in R&D towdriproduct
innovation, diversify the brand portfolio, and stajpead of
evolving consumer preferences.

o Improve Sustainability Practices: Increase effotts reduce
environmental impact, promote responsible sourciramd
communicate sustainability initiatives transpangmd align with
consumer expectations.

o Strategic Partnerships and Acquisitions: Identifptential
partnerships and acquisitions that can expand &egroduct
range, enter new markets, and tap into emergimgi$ce

) Aqility in Adapting to Market Changes: Monitor amdspond
swiftly to changing consumer preferences and madlgaamics,
allowing Nestlé to stay competitive and capture new
opportunities.

It's important to note that the strategies providack general

recommendations, and Nestlé PLC would need to sigbhes specific
circumstances, resources, and market conditionailar the strategies

accordingly.
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MODULE 2
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1.1 Introduction

This unit deals with strategic choice. This impltest there are many
alternating or array of strategies from which tingamization can chose
based on the outcome of the organization’s enviesrtal analysis. In

making strategic choice, the manager must take izagce of certain

factors like structure and the culture of the orgation. Strategic choice
basically comprises strategy generation, strateghuation and selection.
The techniques of doing these are presented iarthe

1.2 Learning Outcomes (LOSs)

By the end of this unit, you will be able to:

o explain the process of selecting a course of adtiom various
available alternatives to achieve specific goats$ @njectives;

o identify the interconnected nature of strategy gatnen,
evaluation, and choice;

o identify different factors, such as internal and teemal

environments, market conditions, resources, cagabjl and
stakeholder expectations, that serve as the basisohsidering
different strategic options;

o identify the various factors or considerations tHiatm the
foundation for alternative strategies. You will gainowledge
about different bases for generating strategicoogti which may
include factors like competitive advantage, margesitioning,
cost leadership, differentiation, innovation, andtainability;

o discuss various strategic approaches, such as lyrsindtegies,
retrenchment strategies, stability strategies, edsfftiation
strategies, cost leadership strategies, and irtterah expansion
strategies;

. describe the differences which will enable them poghend the
advantages, limitations, and suitability of eachtsgy in different
business contexts.

1.3 Choice of Elements of Strategic Management

After a critical analysis of both the internal aexternal environment of
the organization, the management needs to gereeratmber of strategic
possibilities. Thus, there is a need for the teghes that will assist in the
evaluation of the available options and choicesusThessentially the
choice element of the strategic management is coadeavith choosing a
strategy based on the results of the foundatiors b the strategic
analysis. Any good manager must be able to genenate evaluate
possible strategies taking cognizance of the natirehis/her own

organization or industry. The manager must senoashsider the risk,
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structure and the culture of the organization beforaking a straight
choice. In this unit, we shall discuss the techegjwf generating,
evaluating and selecting strategic options. Themetds that are

Strategic
Analysis

Generation o
Options

Strategy
Implementatio

Strategic
Choice

Evaluation o
Options

Selection of
Strategy

usually associated with making strategic choicesshown in Fig. 6
Fig. 6: Three Elements of Strategic Choice

Basically, strategic choice has three aspects:

1. The generation of strategic options which go beytms most
obvious courses of action identifying the options.

2. The evaluation of strategic options which may beseblaon
exploiting an organizations relative’s strengthnrovercoming
its weakness.

3. The selection of a preferred strategy which willalele the
organization to seize opportunities within its eaament or to
counter threats from competitors.

1.3.1 Generation of Strategic Options

Generation of strategy options involves identifysymany as possible
potential courses of action. In reality, to fintd@dssible courses of action
may not be feasible but the fact is that only teeywobvious ones are
spotted or identified.

1.3.2 Evaluation of Strategic Options

The evaluation of strategic options is done withie frame—work
produced by strategic analysis. The various altereslisted as strategic
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options have to be tested for strategic fit (sulitgf, feasibility and
acceptability, which are the three major evaluatioteria.

1.3.3 Selection of Strategic Options

Usually, the selection of strategic options resulta single strategy or a
set of strategies that can be used in the strateghementation process.
The major factors that normally influence stratsglection process are
the culture and the power structure of the orgdioza

1.4  Strategy Formulation

This is an element in strategy choice process whias the aim of
generating adequate flow of strategic options tdrsequent evaluation.
There are many ways of doing this. Johnson andI8slh993) suggest
identification, what basis “which direction and hoptions”.

1.5 Basic Alternative Competitive Strategies

Porter classifies three possible ways for an omgdiun to outperform its
competitive rivals based on five competitive forcasting on an
organization. This is later reduced to four. Hess#yat the choice is
between three generic business strategies, whieh lew cost,
differentiation, focus/niche. The generic strategiee in two parts:

(a) Product differentiation

(b) overall leadership. The focus/niche aspechefdtrategy concerns a
distinct segment. This aspect is further sub-diidg Porter to low cost,
focus/niche and differentiation focus/ niche to egithe four generic
strategies.

In spite of its criticism, the notion of genericadegies is pragmatically
useful as a device to force explicit consideratbthe way of competing
by showing the alternatives as by lowest cost {gj\atrength from strong
loyalties) and were competing showing the altewestias everywhere or
in a segment. This model’s limitation is the conxfile of the reality on
ground and in many instances the effective manageino create some
mixture of the strategies.

1.6  The Direction

There are many strategic directions which an omgdimn can focus.
These different directions have been put togetheémaodelled by Ansoff
(1968). Seven alternative directions have beerncaidd. The seventh
alternative, with its diversification, is dividedurther into two sub-
options, i.e., related and unrelated business areas
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1.7 Summary of Strategic Options
Table 2: Summary of Strategic Options
Internal Acquisitions  Joint
1 Do nothing - - -
2 Withdrawal Liquidate Complete sellLicensing,
out Subcontractin
Partial g
divestment,
Management
buyout.
3 Consolidatio Growth with Buy and shut Technology
N market increase:down transfer, Sub-
Quality contracting
Productivity
Marketing
Capacity
Reduction/rationin
g
4 Market Increase: Buy market Collaboration
penetration _ share S
- quality
o Industry
- productivity _ o
rationalizatio
- marketing n
5 Product Research andBuy-one Licensing,
development Development products o
Franchising,
Modifications _
_ Consortia,
Extensions
Lease
facilities
6 Market Extend Buy New agents
development sales area competitors _
Licensing
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Export new consortia
segments
New uses
7 Background Switch focus Minority - Technology
integration _ holdings _
New units - Exclusive
Forward
. : .. . Buy -
Integration  Create subsidiaries S - Franchising
subsidiaries
Unrelated

diversificatio

n

Source (Scholes, 1993)

The summary of the strategic options indicatingv&eous directions on
organization can focus is presented in Table 2 eathese options are
hereby discussed.

1.7.1 Do Nothing

This means that the organization will have to curdi in the present
direction, i.e., maintain the status quo. As a leergn measure, it may not
be beneficial but as a short—term, it may be apypatgp Some growth may
occur if the current market grows. Otherwise, etrgng remains constant
or the same.

1.7.2 Withdrawal

Under this situation, the organization is removednt the industry
because of an irreversible decline in demand, amngopportunity cost
which indicates that other business ventures offi@re appropriate
strategic directions. It is more of a strategy &mset realization and
resource deployment.

1.7.3 Consolidation

Strictly speaking, it is a strategy adopted to reamthe existing market
share. It is done when a dominant organization atsability in order
to accumulate cash reserves for some future aesvitThis can be
achieved by cutting costs or increasing prices wighaim of obtaining a
better margin.
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1.7.4 Retirement

It is different from consolidation when its mainmaiis to obtain a
reduction in the scale of operations.

1.7.5 Market Penetrations

Using this strategy, the organization seeks toeia®e market share, i.e.,
sales growth within the same market for the pregettuct(s) or services
through greater marketing efforts in which the neéidhares of others can
be grabbed. It includes increasing the numberlesgsersons, advertising
expenditure, extensive sales promotions or pupleftort. It is regarded
as the most conservative of growth strategies sihdmuilds on the
strength of the organization and requires no easyng the growth phase.
It may meet fierce opposition if the market is istat declining.

1.7.6 Product Development

This strategy seeks increase by increasing or yiodifpresent products
or services. The strategy keeps the organizati@mabipg with current
markets but competing on the basis of new prod8ct. growth is
achieved if the new products are successful. Ptattwelopment usually
entails large expenditures. It is a relatively logk strategy and one that
works well when products life cycles are short pratlucts are the natural
spin—off from research and development process.

1.7.7 Market Development

This involves introducing present products or sEsi into new

geographical areas or new markets. It is a religtiigh-risk strategy

given the state of ignorance of the new market. Mip@wth is sought
and existing markets have little scope, this diogcts taken into new
areas, new market segments or new market usede#ist risky when the
organizations competence is product related raltlzer market related. In
Nigeria today, many domestic firms are striving chao carry their

products abroad. It is, however, to be noted tkpaesion into the world
market is no guarantee for success. It is impottaatiow greater care in
guality control and customer service.

1.7.8 Diversification

This strategy takes the organizations away frorh bwe existing markets
and existing products. This has the highest ris&llo$trategies because
of unfamiliarity. But related diversification remmai broadly within this
same industry, either backward into the supply rchirward into the
distribution chain or horizontal into complementagtivities and so
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lowers the risk. However, unrelated diversificatisra popular strategy
among the holding company conglomerates. The glyate becoming

less popular since business organizations arengritldifficult to manage
diverse business activities. Firms are advisedtioK to the knitting” and
not to stray away too far from the firm's area obmpetence.
Nevertheless, diversification is still an approfwisand successful
strategy. Sometimes for a company like Philip Mgrdiversification

makes sense because cigarette consumption isidgeimoduct liability

suits are a risk and some investors reject tobsatmmk on principle.

It is possible to implement growth strategies byanseof internal organic
development of growth over time. However, thidasws Growth can also
be by external development via mergers and acopisit This may be
expensive but is fast gaining access to marketeosigh joint ventures.
The organization will have to consider the trade-dfetween

cost/risk/speed and shape the choice between glteseatives.

1.8  Other Strategic Options

Broad strategy alternatives and other strategioogtmay be considered
besides those earlier mentioned. They include drpwtability and
retrenchment. The growth strategies reproduce dpwsnt,
diversification, market development or market peat&in strategies. The
stability strategies are doing nothing (also reférto as holding) and
consolidation (or harvesting) strategies. The retihenent strategies can,
in turn, be considered according to Robson (199Mree subdivisions.

1.8.1 Liquidation

This involves selling all the company’s assets ant for their tangible
worth. Liquidation is the recognition of defeat aswlld be an emotional
and difficult strategy. However, it may be bettefdase operation than to
continue to lose large sums of money. It could aks@ redeployment of
resources to somewhere else.

1.8.2 Divestment

It involves selling a division or part of an orgaaiion. It could be part of
an overall retrenchment exercise, to reed an orgdan of businesses
that are unprofitable, that require too much cépitéhat may not fit well
into the organization’s other activities. Divestrhean also be adopted
when the organization perceives threats in therenment such that the
division can no longer be effective. The strateggften associated with
returning to the core business by shedding perglaetivities.
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1.8.3 Turnaround

This strategy is used to recover from forced ligtimh of business or
bankruptcy. It is the most complex strategy to parsince turning a non-
profitable business into a profitable one will Bybnd management skills
of the organization. It may be a strategy resultmegn new management
or owning groups.

1.9 Strategy Thrusts

Other authorities (Rakoff et al, 1985) have expdmle Porter's work on
competitive strategies and offered a more comprgEiienmodel of

industry competition. They suggest that strategrudts are the major
moves or actions that an organization takes, whely be offensive or

defensive in nature. The strategic thrusts modggssits that all possible
activities can be summed up in the words of Rol§$6a7) as follows:

1.9.1 Differentiation

This aims to get an advantage by distinguishinglpets and services
from competitor or by reducing the differentiatiadvantage of rivals.
1.9.2 Cost

This aims at getting an advantage by reducing owpplgers® or
customers costs by raising the costs of rivals.

1.9.3 Innovation

This is aimed at getting an advantage by intrody@rproduct change
that fundamentally changes the industry’s methodousiness.

1.9.4 Growth

This aims to get an advantage by volume or geograpkpansion,
backward or forward integration, product line otrgmiversification.

1.9.5 Alliance
This is diverted at getting an advantage by forgiagketing agreements,
forming joint ventures or making acquisitions rethto the other four

thrusts.

These strategies can be applied to three possibjets or categories,
which are:
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a. Supplier Targets: those providing the organizatith materials,
capital, labour, services, etc.

b. Customer Targets: those requiring the organizatfoslucts or
services, either for their own use or for subsetgtesale.
C. Competitor Target: those selling or potentiallyliagl products

seen by customers to be the same as, or tolerabstitsites for,
those produced by the organization.

This model, as indicated, permits the analysifiethree strategic targets
of the organizations industry and makes the manageare of the main
actions the organization can take in the questdonpetitive gain. So,
with this kind of model, the organization shouldiays know its strategic
target, whether it is the suppliers, customersoongetitors.

The organization should also know the kind of siat thrust to be used
against the target, be it differentiation, costowation or growth of
alliance. The strategic model should also be knomimether it will be
offensive or defensive and the direction of thtodbe used, be it usages
or provision. These strategies have to be propmrhsidered before the
choice of a strategic option. Often times, it istdreto use a combination
of strategies to achieve desired goals.

Self-Assessment Exercises
1. What will you consider as the major yardsticks fomking &
strategic choice? Explain.
2. A good strategy is dependent on the environmermgarozations
objectives, structure, culture and power. Discuflg the validity or
otherwise of this statement.

1.10 Summary

Strategic choice is concerned with strategy gemmraevaluation and
selection taking into consideration risk, struct@med culture of the
organization.

Alternative strategies are formulated based oridbes or strategy thrust
of the firm. The strategic options listed are tdsfer suitability or
strategic fit before a choice is made based ondinection of the
organization. The various strategies that couldctwesidered are well
explained in this unit. The strategic options t@ild be adopted when a
business is becoming unprofitable are mentioned.
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1.12 Possible Answers to Self-Assessment Exerciyefsthin
the content

Answer to SAEs

1. When making strategic choices, several major yatdsshould be
considered:

o Mission and Vision: Align the choice with the orgaation's
mission and vision to ensure it contributes to koergn objectives.

o Market Analysis: Evaluate the market trends, coitipai and

customer needs to identify opportunities and paéensks.

o SWOT Analysis: Assess the strengths, weaknesspsytopities,
and threats related to the choice to understaniatsibility and
potential outcomes.

o Financial Viability: Analyse the financial impligans, including
costs, revenue projections, and return on invedtnh@ensure the
choice aligns with the organization's financial lgoa

. Risk Assessment: Identify and evaluate potentiaksri and
uncertainties associated with the choice to devaskpmitigation
strategies.

. Stakeholder Analysis: Consider the interests anmbetations of

various stakeholders, such as employees, custoimegstors, and
communities, to ensure the choice is acceptabilecio.

o Resource Allocation: Assess the required resourcesiding
personnel, technology, and infrastructure, and uatal the
organization's capacity to allocate and utilizentreffectively.

. Ethical Considerations: Evaluate the choice from ethical
standpoint, ensuring it aligns with the organizagovalues and
avoids any potential harm or negative impact.

o Long-Term Impact: Consider the potential long-term
consequences and sustainability of the choice ngiriur positive
and lasting effects on the organization and itkedtalders.

o Flexibility and Adaptability: Assess the choicdslity to adapt to
changing market conditions and provide room foxibigity to
adjust strategies if needed.

) By considering these yardsticks, organizationsroake informed
strategic choices that are well-aligned with thegoals,
stakeholders, and external environment.

2. The statement is valid as a good strategy mugh akith the
environment in which the organization operates. s$hould
consider the external factors such as market dongit
competition, and technological advancements. Aacoily,
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organizational objectives play a crucial role inficieag the

direction and purpose of the strategy. The strectaf the
organization determines its capabilities, resoyrees decision-
making processes, all of which influence strategynulation and
implementation. Culture is significant as it shapes values,
beliefs, and behaviours of employees, affectingr thbility to

execute the strategy effectively. Power dynamicshiwi the

organization impact decision-making, resource alion, and
strategy execution. Therefore, considering thesefais essential
for a successful strategy.
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UNIT 2 STRATEGIC PLANNING
Unit Structure

1.1 Introduction
1.2 Learning Outcomes (LOSs)
1.3 Background Information on Strategic Planning
1.4  Meaning of Strategic Planning
1.5 Development of Strategic Planning
1.6  Processes Involved in Strategic Planning
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1.6.3 Functional Analysis
1.6.4 Regulatory Analysis
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1.10 Summary
1.11 References/Further Readings/Web Resources
1.12 Possible Answers to Self-Assessment Exergise(s

1.1 Introduction

This unit talks about strategic planning in an oigation. This was
devised by corporate leaders to implement stradebeg will enhance the
competitiveness of each business unit. It diffecsnf the yearly fiscal
plans of the organization.

1.2 Learning Outcomes (LOSs)

By the end of this unit, you will be able to:

o explain the definition of strategic planning ansl itnportance in
organizational management.

o differentiate between strategic planning and figolanning in
terms of their objectives and focus.

o describe the sequential steps involved in a typs@aategic
planning process.

o identify the key activities and tasks associatetth wach stage.

o identify the primary areas of focus in strategianpling, such as

organizational mission and vision, goals, objedj\and strategies.

61



BUS849 STRATEGIC MANAGEMENT

1.3 Background Information on Strategic Planning

Strategic planning (SP) evolved in the businesddinrthe United States
of America (USA) and was later adapted for non-prahaking
organizations such as hospitals and tertiary utgiits such as the
universities.

Strategic planning was embraced by corporate Isadethe mid-1960s
to devise and implement strategies that would ecd#arihe
competitiveness of each business unit, generatasides about
deployment of resources toward fixed goals andripies and build a
sustainable long-term future with a constantly duwag or dynamic
environment.

Strategic planning cannot be prepared by an outsigert but rather a
prescription that is formulated by the combined exiipe within the
organization (Daniyan, 2002). Daniyan states thapurpose of planning
is to make decisions about the future before tieréueither forces the
decisions on us or renders any decision irrelevant.

The essence of strategic planning is the identiGioaof specific desired
results to which all the efforts and activitiestbé& organization will be
dedicated. The success of any plan is determinbdignthe results its
produces.

1.4  Meaning of Strategic Planning

Strategic planning differs significantly from yeatiscal plans. Cope
(1981) clearly identifies and states the differenas follows:

a. Strategic planning focuses on the process whileldhg-term
planning with its application of formulae, givetlé attention to
the organization’s politics and the changing cirstances.

b. Strategic planning pays attention to the extermalirenment,
gualitative information and initiative decisiongeagding resource
commitment and integrated participatory involveméwing-term
planning tends towards internal analysis and catal¢é models of
resources deployment, and it conducted as a sepastitutional
function.

C. Long-term planning emphasizes the science of plannith
detailed and interfaced sets of data. The strategw emphasizes
creativity, innovativeness and methods to manoeuthe
institution over time and across turbulent waters.

d. Long-term planning focuses on organizational gaatsobjectives
for at least five years ahead while strategic plagnrasks what
decision is appropriate today based upon an uradelisty of
where the critical external variables will be fiyears from now.
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Therefore, strategic planning has been describddeasrocess of
setting organizational goals or objectives basedidantified
strengths and weaknesses.

1.5 Development of Strategic Planning

Many things have been written on strategic plannithgwever, strategic
planning as a discipline with its associated cotscapd techniques only
emerged fully in the early 1970s. There are, ofrseumany reasons for
this. In the words of Kotler (1988), it was largégcause of the growing
and continuously buoyant markets of the 1950s &6&04 when many
companies prospered on the back of largely shar-teperational
planning. The turbulence of the early 1970s th#lbfeed a series of
crises, including oil supply restrictions, energydamaterial shortages,
high inflation, economic stagnation, labour unrestcreased
unemployment and then recession caused many negeoms to search
for a radically different approach to the runnirgheir businesses. These
were compiled with influx of low-price but relatilye high-quality
products from countries like Japan which beganldod the western
markets. These products changed rapidly and dadlgtithe economics
of manufacturing industries.

The revised approach to management planning thilegtt®merged was
then designed to provide the organization withrasteonger and more
resilient framework that would enable managers gese the
opportunities more readily and overcome threatsensasily. This marks
the beginning of a new planning process to takeimam advantage of
opportunities and threats in the environment. Isoalentails a
consideration of strategic alternatives and a @oft¢he most appropriate
strategy towards achieving set goals or objectiVéss is in addition to
periodic evaluation to ensure that the chosenegjyatvould achieve the
objectives; if not, to alter the strategy or revithe objectives. Daniyan
(2002) reiterates the definition which states teatmebody defines
strategic planning as “congruous and collectiver@ge of foresight and
taking informed decisions about the future”.

Another simple way of looking at strategic planniago consider it as a
formal process of determining long-term objectia@sl how to achieve
them.

In practice, strategic planning deals with fiveaspe tasks, which are as
follows:

Determination of the long-term direction of the quany.
Determination of the resources requirement of tragany.
Establishing of overall goals and strategies.

Assessment of the competitive position of the finrthe industry.
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o In a modern organization, strategic planning imsae the focal
point for all planning and reporting. It is closdilyked to market
studies, capital spending, contingency planning amtual profit
plan or budget.

o In the process of strategic planning are of threedédmental

guestions that needs to ask, which are

Where is our organization now?

Where do we want the organization to be?

How do we get the organization there?

These three basic questions must be objectively simcerely

answered for the strategic planning to achieve déesired

objectives. It should be noted that both short-tamd long-term
strategies require planning.

1.6  Processes Involved Strategic Planning

There are processes and methodologies involvedniducting strategic
planning. The processes involve a step-by-stepesysic approach,
which starts out from the very beginning with foarsimplementation.
The standard methodology works for every orgarorawhether big or
small. However, industry variations and adaptatioeed to be made.
Such various include the following:

1.6.1 Competitive Analysis

Organizations that enjoy monopoly of their business., Power Holding
Corporation of Nigeria (PHCN), will certainly omatstep since it has no
competitor.

1.6.2 Planning Horizon

Some organizations may need to plan for a long toreome especially
in trading activities (e.g., PHCN) while others megt need more than a
year’s planning.

1.6.3 Functional Analysis

The consumer products companies are very much mragkeriented.
Such companies must be serious to consider theetfarktheir products
in the strategic planning.

1.6.4 Regulatory Analysis

In this aspect, some industries or businesses are affected than the
others. For instance, tobacco companies and alcgmobucing
companies are more affected than the soft drinddyming companies.
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1.6.5 Technological Trends

Certainly, technological advancement varies vividbetween the
advanced and the developing countries. This wiafthe activities of
the organization. The technology must be of congpamticularly to the
local industries.

1.6.6 Economic Sensitivity
The local companies may be less sensitive thaimtperters.
1.7  Changing Focus of Strategic Planning

At the beginning of the 1990s, a number of reseascincluding Stacey
(1991) and Mintzberg (1994) began questioning taditional and well-
established line of thinking about strategic plagnWith its origin in late
1960s and early 1970s, strategic planning had bekhby many as the
most logical and effective way of devising and iempknting the
strategies which would improve the competitivenafsa business unit.
However, Mintzberg argues that the creation in mange organization
of specialist departments, staffed with stratetaopers who are involved
in the thinking but not in doing or the implemendat has created a series
of difficulties and tensions. The net effect, acliog to him, is that
strategic planning has long since fallen from islgstal. He goes on to
say that:

But even now few people really understand the meastoategic planning
is not strategic thinking. Indeed, strategic plagnoften spoils strategic
thinking, causing managers to confuse real visigh the manipulation
of numbers. And this confusion lies at heart of thsue: the most
successful strategies are reasons not plans.

Mintzberg, in making this assertion, highlights tiay in which strategic
planning is indeed strategic programming, an agtiwhich involves
articulating strategies or visions which alreadyisexHe believes
managers should understand the differences betvpémming and
strategic thinking so that they can focus upon wthat development
process should really be.

This implies that the role of the planner changemilcantly. For
Mintzberg, the planner’s contribution should beusr@ rather than inside
the strategy-making process. The planner shouldgedhe analysis and
data inputs that the strategic thinker needs andh®one supposedly
correct answer to the strategic challenge beingdac
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This redefinition of roles illustrates, in turnetidistinction that needs to
be made between the analytical dimension of planamd the synthesis,
intuition and creativity that characterize trueastgic thinking.

Stacey, in his own criticism of the traditional icgl and sequential
approach of planning, argues for a managerial esiphaipon

adaptability, intuition, paradox and entreprenduwiaativity in order to

cope with an unpredictable and inherently unknowdhbture. Stacey
highlights the importance of intuition and the néedmanagers to deal
with problems in a truly holistic fashion. He goes to suggest that
managers must learn to reason through inductidrerahan deduction,
and to argue by analogy, to think in metaphor arattept paradox. Both
Mintzberg and Stacey argue for a greater creatiwghin the

organization.

Stacey’s views rest upon the idea that, becaus¢h@fnature and
complexity of the business system, anything usabhdut the future is
essentially unknowable, something which negates vhleie of the
conventional planning. Wisdom that success depaepda developing a
vision of where the company wants to be in fiva,detwenty-years time,
the strategy that will achieve this and a shardulicu

Stacey believes that real strategy emerges fromapgdynamics, from
politicking and informal lobbying in the corridospm the complicated
patterns of relationships and interplay of perstieal from pressure
groups that spring up after the formal meetingat thal success lies not
in total stability and “sticking to your knitting3ut in the tension between
stability (in the day-to-day running of the busisleand instability (in
challenging the status quo). Instability is nottjdsie to ignorance or
incompetence; it is a fundamental part of succédsfisiness firms
(Stacey, 1994).

1.8  Strategic Planning and Responsibility

The ultimate responsibility of the planning processts firmly with the

corporate management. In practice, organizatiofisrdjreatly both in

how they go about this and in the degree of freegimen to the managers
or individual business units. For instance, somganizations allow

business units considerable scope in developingdiaa objectives and
strategies, ensuring only that the promised leeélperformance are
obtained. This is referred to bottom-up planning.d®ntrast, others are
opposed to this, in that they establish the objestiand they insist on
being involved in the development and implementatd the strategy.

This is known as the top-down planning. Yet, othestablish the goals
and then leave the business units to develop tfaegic for their

achievement. This is called goals down-plans uprmpiay.
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Irrespective of the strategic planning approacth thaadopted by the
organization, the corporate management has theaitki responsibility
for the four major dimensions of planning, whick:ar

Defining of the business mission

Establishing the company’s business units (SBU
Evaluating the existing business portfolio
Identifying new areas for the business to enter.

aoop

1.9 Strategic Planning, Implementation and ControlCycle

Corporate planning

Business planning
Planning

—®|  Product planning
' v
!

Organising

Implementation
Imple%enting

v
Measuring results

\4
Diagnosing result: Controlling

\4

Taking corrective action.

Fig. 7: The strategic planning, implementation and control cycle
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Self-Assessment Exercises
1. Exhaustively state the benefits of strategic plagni

1.10 Summary

This unit gives brief information on strategic ptamg. This is closely
followed by enumeration of the differences betws#@ategic planning
and fiscal planning, strategic planning process twedmajor focus of
strategic planning.

1.11 References/Further Readings/Web Resources

Kotler, P. (1988). Marketing Management: AnalysiBlanning,
Implementation and Control, (6th ed) Englewood f€lifNO
Prentice-Hall.

Mintzberg, H. (1994).The Rise and Fall of Srategic Planning:
Preconceiving Rolesto Planning, Plans, Planner, New York: The
Free Press.

Stacey, R. (1991)The Chaos Frontier: Creative Srategic Control for
Business, Oxford: Butter Worth Heinemann.
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1.12 Possible Answers to Self-Assessment Exerciye(s

Answer to SAEs

1.

The benefits of strategic planning are:

Strategic planning provides a clear direction andppse for an
organization, helping it define its long-term goatsl objectives.
This clarity enables better decision-making andouese
allocation, ensuring that everyone is working taygaa common
vision.

It enhances organizational efficiency by alignitigaativities and
initiatives with the overall strategy. By identifg priorities and
eliminating redundant or low-value tasks, strategianning
streamlines operations and improves productivity.

Strategic planning facilitates proactive adaptattonchanging
market conditions and emerging trends. By regulaxgluating
internal and external factors, organizations careniidy
opportunities and threats in advance, enabling thenmake
necessary adjustments and stay ahead of the coimpeti

It promotes effective resource utilization by idgmhg and
allocating resources based on strategic prioritigsis helps
organizations optimize their investments, wheth&r financial
capital, human resources, or technology, ensuhat) resources
are utilized efficiently and effectively.

Strategic planning fosters better communication @atdination
within an organization. By clearly articulating teategic goals
and objectives, it provides a framework for deparita and teams
to align their efforts, collaborate on projects, darshare
information, enhancing overall teamwork and synergy

It enhances stakeholder engagement by involving key
stakeholders, such as employees, customers, atrersrin the
planning process. By considering diverse perspestiand
incorporating their feedback, strategic planningldsustronger
relationships and ensures that the organizati@tsibns are well-
informed and reflective of stakeholder needs.

Strategic planning supports long-term sustaingbdid growth.
By systematically analysing market dynamics, coiitipet
landscape, and internal capabilities, organizatamsidentify new
growth opportunities and develop strategies totaipe on them.
This helps organizations stay relevant and thriveaidynamic
business environment.
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UNIT 3 STRATEGY FORMULATION
Unit Structure

1.1  Introduction

1.2 Learning Outcomes (LOSs)

1.3 Meaning and Definition

1.4  Formulation of Strategy and Direction of Orgaation

1.5 Corporate Level Strategy

1.6 Line-of-Business Strategy Formulation

1.7  Functional Area Support Strategy

1.8 Operational Level Strategy

1.9 Levels of Strategy Formulation
1.9.1 How to Respond to Changing Strategy Condition
1.9.2 Resources Allocation
1.9.3 Competition within the Industry
1.9.4 The Actions and Approaches to take in eachthef
Functional Areas of an Operational Department

1.10 The Strategy Making Hierarchy

1.11 Summary

1.12 References/Further Readings/Web Resources

1.13 Possible Answers to Self-Assessment Exergise(s

1.0 Introduction

This unit deals with strategy formulation, parteny, the essential
elements that are involved in the formulation ohtggy. It discusses how
strategy formulation gives the direction that thgamization wants to go.
The different levels of strategy formulation ar@ieerated. The unit ends
by giving vivid information on the background ofaegy formulation in
business organizations.

1.2 Learning Outcomes (LOSs)

By the end of this unit, you will be able to:

o articulate the key components and consideratiorthanstrategy
formulation process.

o Explain how the formulated strategy aligns with tinganization's
goals and objectives.

o Distinguish between corporate, business unit, andtional level
strategies.

o discuss the hierarchy of strategy formulation ared liackground
information involved.

o Identify the tools and techniques used to monitodl avaluate

strategy performance and make necessary adjustments
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1.3 Meaning and Definition

Strategy formulation is the process whereby managerdevelops an
organizations strategic mission, derives specifiatsgic objectives and
chooses a strategy to implement. It includes al direction-setting
components of managing the total organization.

1.4  Formulation of Strategy and Direction of Organkation

Usually, organizations managers have choices atdoich part to take in
achieving strategic objectives. As the adage gddsere are more than
one way to skin a cat”. So, an organization strategresents the pattern
of choices management has made among the altermagigns. A strategy
is just the trajectory or the height path toward target objective. It is
made up of the entrepreneurial competitive and tfanal area
approaches that the management intends to empl@psitioning the
enterprise and in managing its overall portfolicactivities. Since each
organization is unique, strategy formulation is toostailored by
management to suit or fit all the relevant interraald external
circumstances that surround the organization. Albecause the
organizations circumstances change, its strategy ehanges and is
always evolving as the managers either fine-tuneverhaul the ways
they try to achieve strategic objectives.

1.5 Corporate-Level Strategy

This is senior management’s game plan for direcéind running the
organization as a whole. It cuts across all ofdiganization’s activities
such as different businesses, divisions, prodoetdnd technologies. The
corporate level strategy formulation should invalwese tasks, which are:

a. Development of plan for managing the scope andrihxeof the
organizations various activities in order to ackiew improve
corporate performance.

b. Provision of co-ordination among different busiresssn the
portfolio.
C. Establishment of investment priorities and allawatof corporate

resources across the company’s different activities

The portfolio management actions of corporate efdan entering
a new or existing businesses and in pursuing sgpertunities

more boldly than others are strategically importa@tause they
determine the organizations business position.

The strategy to be formulated at this level mayabeombination of
offensive moves to pursue selected opportunitied lamild new or
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stronger business positions, and defensive movegrdtect existing
positions against emerging threats.

Co-ordination of strategic plans across businesgss ua equally an
important task for corporate managers. This is b&eat is through the
co-ordination of the interrelated activities of tberporation’s different
business units that a corporate-level competitidggaatage can be
created.

Controlling the level of the pattern of corporagésaurce allocation is of
no less importance. It is very crucial because rthmber of “worthy
projects” and “can’t miss opportunities” put forwlafor funding may
entail a lot of capital requirements even beyoreldbrporate resources.
The allocation of the resources must thereforgydmiinely done.

1.6 Line of Business Strategy Formulation

This is the managerial action plan for directingl annning a particular
business unit. The strategy at this level dealdi@itp with

a. How the enterprise intends to compete in that $jgdmiisiness.

b. Developing responses to changing industry and cotivee
conditions.

C. Controlling the pattern of resources allocationmtthe business
unit.

The internal key to good business strategy condemdevelopment and
use of a strategy-supportive distinctive competembés means the skill
or activity that a firm does especially well in cpanison to the rival firm.
Formulation and selection of a business strategyithclosely matched
to the firm’s skills resource base is very esséntia

For a single business enterprise, corporate siyrated business strategy
become one and the same except when the singlenesssiis
contemplating on diversification.

1.7  Functional Area Support Strategy

These are strategic formulation for managing thecgal subordinate
activities within a business. This should be fazhepart of the business,
production, marketing, finance, research and deweémt and human
resources. This task is delegated by the busiressd manger to the
functional area heads. The functional heads themuiate strategies to
achieve their set objectives.
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1.8 Operational-Level Strategy

The operating-level strategies are formulated @mbenthe departmental
and supervisory-level managers carry out fine tetdifunctional area
support strategies.

1.9 Levels of Strategy Formulation

This is another important aspect of strategic mamamnt. This aspect
brings into play the critical issue of how the t&tegl results are to be
accomplished. The objectives of the organizatienlae “ends” while the
strategy is the “means” of achieving them. Stratégynulation is a
difficult task. It entails taking into account #fle relevant aspects of the
organizations internal and external situation ameniog up with a
detailed action plan for achieving the targetedrtshon and long-run
results consistent with the organizations objesti&trategy is regarded
as a blueprint of all the important entrepreneur@mpetitive and
functional area actions that are to be taken irsygng organizational
objectives and positioning the organization fortausble success.
Consequently, in formulating strategy, there ases that must be
addressed which include the following:

1.9.1 How to Respond to Changing Strategy Conditian

These conditions include shifts in customer needserging industry
trends, how to defend against competitors and athtrnally imposed
threats, etc.

1.9.2 Resources Allocation

In formulating strategy, resources allocation owlee organizations
various business units, divisions, and function&@paitments are
important. Making decisions that will provoke intreent and human
resources in the chosen strategic plan are vecyatrio achieve success,
a kind of strategy-supportive guidelines for resegrallocation must be
in place.

1.9.3 Competition within the Industry

This has to do with the decisions on how to develogtomer appeal,
position the firm against rivals, emphasize somedpcts and de-
emphasises others to meet some specific competitreats, which are
important for survival and the achievement of airgddle competitive
advantage.
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1.9.4 The Actions and Approaches to take in Each diie Functional
Areas of an Operational Department

The different functional and operating level stgas ought to be co-
ordinated rather than be allowed to go off on ire&®nt courses. They
need to support the creation of a sustainable cbiiwmeeposition and

advantage. Strategy formulation should cover tlier@int levels of the

organization. There should be strategy for the miggdion as a whole
(which is top management responsibility). Thereusthdoe strategies for
each line of business that the organization is aipey and also at
functional area level such as manufacturing, margetfinance and

human resources, within each business. There shasitdbe strategy
formulation at the operating levels, e.g., for eaafctional department
and unit in order to be able to carry out the dietaf functional area

strategy.

Strategy formulation is mainly an exercise carrienut by
entrepreneurship. Its contents reflect the entre;areal judgments about
the long-term direction of the organization: anyeaeor major new
initiatives such as increased competitive aggressss, diversification
moves and divestiture of unattractive activities.

The specific involvement of entrepreneurial aspecofs strategy
formulation is to:

o search actively for innovative ways the organizatan improve
on what it is already doing

o ferret out new opportunities for the organizatiorptirpose

o develop ways to increase the firms competitivengjtie and put it
in a stronger position to cope with competitivecks

o devise ways by which to build and maintain a comtipet
advantage

o decide on how to meet threatening external devedoypsn

o encourage individuals throughout the organizationpuit forth
innovative proposals and champions those that peovmise

o direct resources away from areas of low or dimimghresults
towards areas of high or increasing results

o decide when and how to diversify

o choose which business or product to abandon, the tancontinue
to emphasize and the new ones to add.

o So, the entrepreneur needs a critical skill to bk a0 make

strategic choices that will keep the organizatioraiposition of
sustainable success.

Other crucial factors in strategy formulation amalgsis and judgment.
The right strategy formulated and chosen for ogamization may not be
the right one for another organization, even whezytare in the same
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business and the same environment. This is bes@uséons differ from
one organization to another and from time to timdso, strongly
positioned firms can do things which the weak afee not do, and weak
firms can do things which the strong firms cannmt Al good strategy is
one that is right for the organization, considemtighe relevant specifics
of its situation.

Therefore, in formulating strategies, the entrepueial task involves and
requires heavy dozes of situational analysis addment with the aim of
achieving “goodness of fit” between the formulastchtegy and all the
relevant aspects of the organizations internalasin and external
environment. In fact, the value of any managen isis ability to develop
customized solutions that fit the unique featurésamm organizations
situation.

In the main, the real purpose, and value, of gsaflermulation is to come

up with an action plan that will successfully attrbuyers, produce a
sustainable competitive advantage, boost the fimagket structure, put

added competitive pressures on rivals, shape tioeenaf the competitive

battle, influence the direction of industry, chaingtheir favour, and push
performance to superior levels. The ideal resulbwicome is the one
where the firms formulation strategy propels itatdeadership position

above and apart from the rival firms in the indygtra way that earnings
prosper and multiply; and its products (servicex)dme the standard or
the yardstick for the industry comparison.
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1.10 The Strategy Making Hierarchy

Table 3: The Strategy Making Hierarch

Strategy Primary  Strategy | Strategy Making Functions
Level Development and Areas of Focus
Responsibility
Corporate CEO, other keye Structuring and managing
Strategy Executive (Decisionsthe portfolio of business
are typically reviewed units. (Making acquisition),
and approved bydivestitures, strengthening
board of directors) | the existing position).
Line-of- General * Co-ordinating business
Business Manager/head oflevel strategies.
Strategy Business Uni o _
. e Building business level
(Decisions are N
, _ competitive advantage.
typically  reviewed)
approved by senigre Controlling the pattern af
corporate  executiveresources allocation.
(CEO)
* Choosing how to compete
and what type of competitivie
advantage to build.
Functional Functional area heads Developing response 1o
area (Decisions are changing  industry  angd
typically competitive conditions.
support _
reviewed/approved o
strategy _ . Co-ordinating the
by business _
_ role/thrust of functional area
units/heads) _
strategies.
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Operational-

level strategy

Departmental
heads/field unit head
lower-level manager
within functional

areas (decisions a

often made afte
consultation with
lateral peers in closel

related areas and are

reviewed/ approvel

by functional ared

heads

—

» Controlling the pattern @
gesource allocation within the
sbusiness unit.

* Fleshing out the business

e
strategy as applied to specific

’
functional areas and
developing specific

y

functional area action plans

jsupport successful executipn

A

of the strategy.

» Developing action plans to

carry out the day-to-day

requirements of functiona

area support strategies.

Adapted from Thompson and Strickland, strategic management:
concepts and cases (1987).
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Self-Assessment Exercises
1. Clearly differentiate between the different levelfs strategy
formulation.

1.11 Summary

In this unit, we have covered the rudiments oftegrg formulation and
pointed out how strategy formulation gives the clian that the strategic
decision makers want to move. It has been shown dtnategies are
formulated to achieve organizational goals. Usuydhgse are different
levels of strategy formulation especially in layganizations.

1.12 References/Further Readings/Web Resources

Hax, A. (Ed). (1957).Planning Strategies Threats Work, Oxford
University Press.

Wendy R. (1997). Strategic Management and Infoilona8ystem, 2nd
Edition.

1.13 Possible Answers to Self-Assessment Exerci3e(s

Answer to SAEs
1. The different levels of strategy formulation are:

o Corporate Strategy: Focuses on the overall direcitd scope of
an organization, addressing questions of resoufceation and
business portfolio management.

) Business Strategy: Concerned with achieving a catyee
advantage within a specific industry or market segininvolving
decisions on positioning, differentiation, and \eatireation.

o Functional Strategy: Deals with strategies withipedafic
functional areas of a business, such as marketpgrations,
finance, and human resources, to support the d\mrsiness and
corporate strategies.

o Operational Strategy: Concentrates on the day-yoeqeerations
and processes of an organization, focusing on iefioy,
productivity, and quality improvement.

o Tactical Strategy: Involves short-term plans artbas to achieve
specific objectives, often related to the impleraéioh of
operational strategies.
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Grand Strategy: Broad, long-term approaches thabrapass
multiple levels and may involve significant orgaatipnal
transformation or major shifts in direction.

Competitive Strategy: Emphasizes how a companygan a
sustainable advantage over its rivals, through testership,
differentiation, or focus on specific market niches

Growth Strategy: Focuses on increasing an orgaaizatmarket
share, expanding into new markets or product liaed, pursuing
strategic partnerships or acquisitions.

Innovation Strategy: Concentrates on fostering toreg
developing new products or services, and leveragicignological
advancements to gain a competitive edge.

Global Strategy: Addresses the expansion and opesabf a
business in international markets, consideringofactsuch as
market entry, localization, and global coordination
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UNIT 4 TYPES OF STRATEGY
Unit Structure

1.1  Introduction
1.2 Learning Outcomes (LOSs)
1.3 Types of Strategy
1.3.1 Corporate Strategy
1.3.2 Business Strategy
1.3.3 Functional Strategy
1.4  Alternative Strategic Directions
1.4.1 Do Nothing
1.4.2 Withdrawal
1.4.3 Consolidation
1.5 Integration Strategy
1.5.1 Forward Integration
1.5.2 Backward Integration
1.5.3 Horizontal Integration
1.6 Intensive strategy
1.6.1 Market Penetration
1.6.2 Market Development
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1.0 Introduction

This unit talks about the different types of stggtehat are in use in
various organizations for different organizatioralallenges and to
address specific issues. Such challenges and issmrdsr on growth,
market share, product development and diversiboatiGreat and
difficult challenges such as liquidation, divestiu retrenchment and
joint venture strategies could be applied in citiconditions.

1.2 Learning Outcomes (LOSs)

By the end of this unit, you will be able to:

o identify and differentiate between different stgadeapproaches,
such as corporate, business, and functional stesteg

° analyse different situational factors and contéxas influence the
selection of a specific strategy.

o explain the implications and consequences of tstedption, such
as bankruptcy or closure.

o demonstrate knowledge of effective implementatievaluation,
and adaptation of strategies.

o identify and describe different strategies that baremployed to

achieve control over distributors, such as vertinggration or
strategic alliances.

1.3 Types of Strategy

Strategic management and strategy formulation apiy every
organization. In a large organization, there may @enumber of
interdependent areas of strategy. This is convégidafined as corporate
strategy for the entire corporate group. It isexhlbusiness strategy for
the unit of the group, usually referred to as sttt business unit (SBU)
and a functional strategy for each part of thelsibgsiness unit. All these
levels must be consistent with one another in orfderthe entire
organization to be successful.

1.3.1 Corporate Strategy

It is the sense of directions for the entire orgation. It identifies the
businesses the organization will engage in andettiogt it will not. At
this level, objectives are globally defined as vaslthe general orientation
for the organization. The objectives are usuallpwgh, stability or
defence (retrenchment). Corporate strategy uspatlyides answers to
the question “what business (es) are we in?” lleot$ the business
strategy and in turn, influences the business egyaparticularly the
extent of outsourcing, diversification, scale andpe.
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1.3.2 Business Strategy

Business strategy deals with single a SBU, howjtes with industry
environment and successfully contributes to thepaate strategy.
Business strategy by definition should have defmamnd identifiable
product range, market segment and competitor eeielf1985) suggests
that business strategy is either cost leadershiglitberentiation of
products and may encompass an entire market ood@esdéd upon a
particular segment of it. Each SBU has its busisé&sdegy.

The business strategy is the business intent,the.way in which the
business wishes to proceed. Many business orgamizajo too far into
the future analysis of their business. They rua problems because the
future is not known with that kind of certainty. driefore, what is needed
by the organization is the broad direction and dettils of how to get
there. The necessary details are fashioned outebfunctional strategies
and sub-strategies developed over time.

1.3.3 Functional Strategy

There are usually a set of functional strategiesetch SBU. Each will
aim to make the best use of the resources availalgeder to contribute
to business strategy so as to improve performdncetional strategy,
harness activities, skill and the available resesirc

1.4  Alternative Strategic Directions

There are numbers of strategic directions whichoeganization may
pursue. These possible development strategiesharensin Table 4 in
which seven alternatives are suggested based tygoextent to which
new markets or new products are sought (Ansoff8L9 this model,
the seventh alternative which is diversificationyne split into related
and unrelated business areas.
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Table 4: Alternative strategic directions

- Do nothing - Product development
- Withdrawal
> . .
S - Consolidation
LL
)
=
@
=
i< - Market penetration
%)
<
()
c
o
- Market development Diversification
- Related
o
c - Unrelated
c
@)
On existing On new

1.4.1 Do Nothing

This is strategy that ensures the continuatioh@gixisting direction, i.e.,
tends to maintain the status quo. On the long-tgmmay not be beneficial
but as a short-term approach it may be appropriétene growth may
occur if the current market grows otherwise theuese levels and other
things will remain constant.

1.4.2 Withdrawal

Using this strategy, the organization has to remieedf from the industry
due to an irreversible decline in demand, adveosapetitive pressure
and environmental changes or opportunity cost thdicates other
business activities after a more appropriate gratdirection. It is a
strategy of assets realization and resources deoty
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1.4.3 Consolidation

This occurs when a dominant industry organizationsaat stability in
order to accumulate cash reserves for future diegviConsolidation is
achieved by cutting down costs and/or increaseeprwith the aim of
obtaining better margin. It is strictly followed toaintain the current
market share. A similar strategy with the intentioreduce the scale of
operation is called retrenchment.

1.5 Integration Strategies

These are the forward, backward and horizontaignatéon strategies.
They are sometimes collectively called verticalegration strategies.
These strategies allow the firms to gain contr@ralistributors, suppliers
or competitions.

1.5.1 Forward Integration

This involves gaining ownership or increased cdraver distributors or
retailers.

1.5.2 Backward Integration

This is a strategy for seeking ownership or incedasontrol of a firms
suppliers. The strategy is appropriate when a coyip@urrent suppliers
are unreliable, costly or cannot meet the compaaigisand. Some firms
use backward integration to gain control over sppl but some
companies instead owe their suppliers and negatiditeseveral outside
suppliers.

1.5.3 Horizontal Integration

It refers to a strategy of seeking ownership ahoreased control over a
firms competitor. This is the most significant tenn strategic
management of today. It is a growth strategy. Mex,gacquisitions and
take-overs among competitors allow for increasechemies of scale and
enhance transfer of resources and competencies.

1.6 Intensive Strategies
Market penetration, market development and prodeeelopment are

referred to as “intensive strategies”. This is luseethey require intensive
efforts to improve a firms competitive position vexisting products.
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1.6.1 Market Penetration

This seeks to increase market share for presediupt® or services in
present markets through greater marketing efftirtsvolves increasing
the number of sales persons, advertising experditaffering extensive
sales promotion items and increasing publicity o

1.6.2 Market Development

This involves the introduction present productsservices into new
geographical areas. Many domestic firms are stiViard to carry their
products abroad. Expansion into the world markethasvever, no
guarantee for success. It is more important tanadjoeater care in quality
control and consumer services.
1.7  Diversification Strategies

Generally, there are three types of diversificatgirategies, namely,
concentric, horizontal and conglomerate. Diveraiiien strategies are
becoming less popular. This is because organizaoa finding it more
and more difficult to manage diverse business #ies/ Peters and
Waterman’s advice to firms is to stick to the kngtand not to stray too
far from the firms basic area of competence.

However, diversification is still an appropriatedasuccessful strategy.
For a company like Philip Morris diversification k&s sense because
cigarette consumption is declining, product lidpisuits are a risk and
some investors reject tobacco stock on principle.

1.7.1 Concentric Diversification

An example is the New Nigeria Newspapers going eercise book
production. The two products have both marketind gethnological
energy but may not have the same set of customers.

1.7.2 Horizontal Diversification

This strategy is not as risky as the conglomeratersification because
the firm should be familiar with its present custrs) e.g., New Nigerian
Newspaper Company going into property developmemd &ouse
building. These two products have neither marketing technological
synergy but may have the same set of customers.

1.7.3 Conglomerate Diversification

The strategy entails adding new unrelated produmtsservices.
Conglomerate diversification is practiced partlyexpectation of profit
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from breaking up acquired firms and selling divisopiecemeal. This
means that the company’s assets are worth moreaselyathan when
they are together. There is a kind of anti synetigg,whole being worth
less than the units.

1.8 Defensive Strategies
1.8.1 Joint Ventures

This is a strategy that occurs when two or more panmes form a
temporary partnership or a consortium for the psepaf capitalizing on
some opportunities. It is considered defensive lseahe firm is not
undertaking the project alone. Two or more firmg/iave shared equity
ownership in the new entity. Other corporate areangnts include
research and development partnership, cross-distiib agreements,
cross-licensing agreements, cross-manufacturingeagents and joint
bidding consortia. Joint ventures and co-operaivengements are being
used because they improve company communicatietg,orking and
minimize risk. Cooperative arrangements even batvaeenpetitors are
on the increase.

1.8.2 Retrenchment

This strategy occurs when an organization regrabpsugh cost and
assets reduction to reverse declining sales andqgbso It is sometimes
called turnaround or re-organizational strategytrétehment can entail
selling off land and building to raise the needadh; pruning product
line, closing obsolete factories or marginal bussmeeducing the number
of employees and instituting expenses control syst& some case,
bankruptcy can be an effective type of retrenchrarategy. Bankruptcy
can allow a firm to avoid major debts obligationslao avoid union
contracts. Bankruptcy is a liquidation used onlyewla company sees no
hope of being able to operate successfully or tainlmecessary creditor
agreement.

1.8.3 Divestiture

This is a strategy involving the sale of a division part of an

organization. It could be part of an overall rettl@ment strategy to rid an
organization of businesses that are unprofitaliat tequire too much
capital or that do not fit well with the firms othactivities.

1.8.4 Liquidation

Liquidation is a strategy that involves selling@lla company’s assets or
in parts, for their tangible worth. Liquidation asrecognition of defeat
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and consequently can be an emotionally difficulatsgy. However, it
may be better to ease operating than to continsiegolarge sums of
money.

Combination of Strategies

Many organizations pursue a combination of two arrenstrategies
simultaneously. However, no one organization céordfo pursue all the
strategies that will benefit the firm because orgation, like individuals,

has limited resources; difficult decisions mushiae and priorities must
be established.

Therefore, organizations must choose among aligenatrategies. In
large diversified companies, a combination strategyused when
different divisions pursue different strategiesmiarly, organizations

struggling to survive may use a combination of salvealefensive

strategies such as divestiture, liquidation and trenehment

simultaneously.

1.9 Requirements for Developing Effective Strategge

Alternative strategies are derived from the firmgsion, objectives,
external and internal audits. They are consistetiit @r built upon, past
strategies that have worked well. There are marpoas of developing
effective strategies. The requirements may involve:

1.9.1 A Routine Method

This involves looking at what the company has beéeing in the past.
Caution must however; be exercised in adoptingtduknique since the
new challenge or problem may be a break away frapast.

1.9.2 Creativity

As a strategist, you may attempt to conceptualizecenario of the
organization and try to develop effective strategy.

1.9.3 Brainstorming

Developing effective strategies may also requirttipy together many
experts for a number of days for brainstorming.

1.9.4 Consultant Services
Many managers now employ the services of consugltimmtdeveloping

effective company strategies.
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1.9.5 Holistic Approach

Strategic planning should be initiated by a comfmitgp management
because of the broad perspective of these exesutillee strategic
process works from general to specific. This isechholistic approach to
strategic planning.

1.9.6 Tactical Approach

Some researchers believe that the holistic apprganferior to a tactical
approach in certain circumstances. With the takcap@roach, strategic
managers work up through the firm in their studit®potential. Strategic
management process must be a people process ttobé successful.
Through the involvement in the process, the marsagad employees
become committed to supporting the organization.

1.9.7 Dialogue
Dialogue and participation are also essential itigres.
1.9.8 Informed Employees

Fundamental to effective strategy development ardy finformed
employees at all levels in the organization. Evemyployee must be
informed of business objectives, the process oie&oly the objectives,
customers, competitors and product plans.

1.9.9 Global Factors

Global factors must be considered in developingative strategy. The
boundaries of countries can no longer define thatdi of people’s
imaginations. To see the world from the perspeai@hers has become
a matter of survival for business. The price analiguof a firms product
must be competitive on a worldwide basis not justidocal basis.

Based on past experience, judgment and feelingistiom is essential to
making good strategic decisions. Intuition must ibtegrated with
analysis in decision making. This is because aitalythinking and
intuitive thinking complement each other. Operatimgm the “I have
already made up my mind, don’t bother me with thetd made”, is not
management by intuition; it is management by ignoea
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Self-Assessment Exercises

1. Clearly enumerate the conditions that could makeamed
company adopt withdrawal, retrenchment, liquidation a
divestiture strategy.

1.10 Summary

This unit discusses different types of strategyhsag corporate, business
and functional strategy. Alternative strategy di@ts are also provided
as the case may be. The requirements for develg@poyer and effective
strategies for approach a particular situationckearly stated.

1.11 References/Further Readings/Web Resources

Glueck, W. & Jauch, L. (1984)Business Policy and Srategic
Management, McGraw — Hill Company.
1.12 Possible Answers to Self-Assessment Exerci3e(s

Answer to SAEs

1. Conditions that could make a company adopt witivdfa
retrenchment, liquidation, or divestiture stratsgreclude:

Market decline: If the company operates in a shiniglor declining
market where demand for its products or serviceomsistently
decreasing, it may choose to withdraw from thatkaato avoid
further losses.

Financial distress: When a company is facing sevie@ncial
difficulties such as mounting debt, declining rewen or
continuous losses, it may opt for liquidation, whés assets are
sold to pay off creditors.

Poor performance: If a company's core business segmor
divisions consistently underperform and fail to gexte profits or
meet strategic goals, the company may decide teneh or divest
those segments to focus on more profitable areas.

Strategic redirection: A company may choose to adalvestiture
strategy if it wants to realign its business pditfdoy selling off
non-core assets or divisions to concentrate on dtse
competencies or enter new markets.

Regulatory changes: If regulatory changes sigmfigampact the
company's operations or profitability, it may calesi withdrawal
or divestiture as a response to mitigate the adveffects of the
new regulations.
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Technological disruption: In the face of disruptitezhnologies
that render a company's products or services diesalenay opt
for withdrawal or retrenchment by phasing out otédaofferings
or reducing operations to adapt to the changingetdandscape.
Global economic factors: Economic downturns, reo@ss or
geopolitical events can adversely affect a comggmgtformance.
In such cases, the company may resort to retrenuhroe
liquidation to cut costs, preserve resources, dr unxprofitable
markets to survive the challenging economic coonti
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UNIT 5 STRATEGY IMPLEMENTATION AND
EXECUTION

Unit Structure

1.1 Introduction

1.2 Learning Outcomes (LOSs)

1.3 Strategy Implementation

1.4  Strategy Implementation and Organizational Gtme
1.5 Matching Organizations Structure with Strategy
1.6  Marketing

1.7  Personnel

1.8 Summary

1.9 References/Further Readings/Web Resources
1.10 Possible Answers to Self-Assessment Exergise(s

1.1 Introduction

This unit deals with strategy implementation andaeion which means
that translating a decision into action is essépt@an administrative task.
The unit discusses matching organizations strat@glementation with

the structure to be able to achieve organizatidijectives.

1.2 Learning Outcomes (LOSs)

By the end of this unit, you will be able to:

o give a clear and concise definition of strategylenpentation.

o identify the key stakeholders and individuals rewspole for
strategy implementation within an organization.

o identify the significance and fundamental imporeund strategy
implementation.
) explain how an organization's structure, includisghierarchies,

reporting lines, and decision-making processesjldrsupport and
enable the successful execution of the choseregirat

o describe steps to conducting a strategic analydemntifying
required capabilities, redesigning roles and residities, and
fostering a culture of flexibility and adaptability fit the structure
to the strategy effectively.

1.3 Strategy Implementation

Strategy implementation is concerned with transtpi@ decision into
action. This presupposes that the decision itgelf ¢(he strategic choice)
Is made with some thoughts being given to feagybdnd acceptability.
The allocation of resources to new courses of adsoneeded to be
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undertaken and there may be a need for adoptingotfanizations
structure to handle new activities as well as tngnpersonnel and
devising appropriate systems. Strategic implemiemigt often called the
action stage of strategic management.

Strategy implementation and execution is essentatl administrative
task. This is equally true of putting the strategyplace and getting
individuals or the whole of the managerial challeng “make it happen”
It involves the following:

a. Building an organization capable of carrying ow fiirategic plan.

b. Developing strategy—supportive budget and prograsnme

C. Instilling a strong organization-wide commitmentotip to
organizational objectives and the chosen strategy.

d. Linking the motivation and reward structure dirgdth achieving
the targeted results.

e. Installing policies and procedures that facilitatdrategy
implementation.

f. Developing information and reporting system to krand control
the progress of strategy implementation.

g. Exerting the internal leadership needed to drivpl@mentation

forward and to keep improving the strategy beingcexed.

Managers at all levels in the organization are ive in the development
of an action agenda for implementation and exeoutiéach manager
starting from the headquarters of the organizalmnn to each operating
department is involved in providing answers to sgakstions as “what
is required for us to implement part of our ovesalategic plan and how
can we best get it done?”

When this is properly done, the tasks will involserutinizing every

operating activity to see what action can be takearder to improve

strategy practices and behaviours in the orgaoizatiembers.

The task of implementing and executing a strategyprocess of moving
deliberately to create a variety of “fits” that grdes the organization with
strategy. The task of consciously fitting the “wag see things around
here” to the requirements of first-rate strateggation, according to
Thompson Strickland, produces a strategy- supportikganizational

culture and work climate.

However, implementation fails and is defeated catety if the ingrained

attitude, and the practices of the managers andbgegs are hostile or at
cross-purposes with the needs of the strategyif #imeir customary ways

of doing things block strategy implementation iastef facilitating it.
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In view of the importance of proper implementatiamd execution of
strategy to an organizations success, ThompsorS#aiakland suggest
that a number of fits are required and they include

o Strategy and the internal organizational structure
Strategy and organizational skills/technical know-
how/operational capabilities

Strategy and the allocation of budgets and sta# si

Strategy and the organizations system of rewardrazehtives
Strategy and internal policies, practices and piopss.

Strategy and the internal organizations atmosphetech are
determined by the values and beliefs shared by gesaand
employees, the philosophies and decision-makinigstyf senior
managers, and other factors that make up the aaiomns
personality and culture.

Broadly speaking, the management task of strategplementation is

done by scrutinizing the whole internal organizatio diagnosis what
strategy-supportive approaches would be neededh&ndctions to take
to accomplish such strategies. In this task, tliferéint pieces of the
iImplementation plan need to be arranged into a&patf action that will

produce an orderly change from the old strateghémew strategy. The
management will need to ensure that the necessanyges embarked
upon will not create disruption and disaster.

In this regard, both the sequence of actions arel sheed of
iImplementation are important aspects of uniting énére organization
behind strategy accomplishment. The challenge éddhdership of the
organization is how to stimulate the enthusiasngdeprcommitment and
dedication of managers and employees such tharganiaation-wide
crusade emerges to carry out the chosen strategjytcamchieve the
targeted results.

Thompson and Strickland consistently maintain thattwo things that
lie at the root of what separates the best managghizations from the
rest are:

a. Supervisor entrepreneurship involving a well-cowedi strategy
plan that positions the organization in the riglaywat the right
time.

b. Competent implementation and execution of the anasetegy.
They noted that a well formulated, well implemena@d executed
strategy is the surest route to achieving an dtb&@competitive
advantage and enhanced organizational performarereloe long
term. Practitioners emphatically state that it vghele lot easier to
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develop a sound strategic plan than to implemeat ltmake it
happen”.

1.4  Strategy Implementation and Organizational Streture

The job of a strategy manager is complicated whertomes to
implementation due to the number of tasks to biopmed and the variety
of ways in which each of them can be approached.

For successful implementation of a strategy, it tmse along the

organizations overall condition and setting, theireaof the strategy and
the amount of strategy change envisaged. Thatsaypshifting to a bold
new strategy poses different implementation probléhan fine-tuning

the strategy already in place. Strategy implemeamntatill also have to be
guided along the managers own skills, style andhott.

Strategy implementation includes developing ancéiffe organizational
structure, redirecting marketing efforts, preparmgigets, developing
and utilizing information systems and motivatindiinduals to act.
Implementing entails mobilizing the employees andnagers to put
formulated strategies into action. Strategic immatation is the most
difficult stage in strategic management. It regaipersonal and personnel
discipline, commitment and sacrifice.

Successful strategy implementation hinges upomtaeagers ability to
motivate employees, which is more of an art thatiance. Strategies
formulated but not implemented serves no usefyb@ses.

Strategy implementation activities affect both eoyples and managers
in the organization. Every department, divisioruoit must be involved.
The challenge of implementation is to stimulate aggrs and employees
throughout an organization to work with pride todsachieving stated
objectives.

For effective and adequate Strategic implementatome organizations
development corporate culture and whatever strategyto be
implemented must follow that culture. For exampte)apan, there is an
employment pool for an organization. This anis ithwhe concept that
the longer an employee is kept in this regard etibrporate cultures “this
Is the way we do it”. This may create a problem #Hrelstrategist must
make a decision on how to turn around the fortuoksan ailing
organization, in which case he has the line ofdiganizations culture.
There must be the right leadership to implementgwessary strategy in
order to achieve the corporate objectives. Usually, organizations
culture is one of the major barriers of strategglementation. If a change
is carried out at all cost, the implementation rfelyif consideration is
not given to the organization’s culture and strrestu
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1.5 Matching Organizations Structure Strategy

A few hard and fast rules must be considered forstiategic

implementation to be successful. This is becauseryestrategy is

grounded in its own set of key success factorscanthin critical tasks.

Also, every firm has some historical backgroundsellaon the previous
organizations decisions. The easy way out is tdagdethe internal

organizational structure around key success facoib critical tasks

inherent in the firms strategy. This implies the brganizations structure
must be matched with the formulated strategiestiocess. To be able to
achieve this Thompson and Strickland highlightse fisequence
procedures as a useful guide for fitting structorstrategy.

They are:

o Pinpoint the key functions and task requisite tarcessful strategy
execution.

o Reflect on how the strategy’s critical functionslammganizational
units relate to those that are routine and to thloseprovide staff
support.

o Make strategic critical business units and fundidhe main

organizational building blocks.

o Determine the degree of authority needed to manaaeh
organizational unit, bearing in mind both benefisd cost of
decentralised decision making.

o Provide for co-ordination among the various orgatims units

o The organizational structure must fit the sizehw# brganization,
the strategy, volatility, complexity of the envirment and
personnel characteristics.

o Quite often changes in strategy require changethenway an
organization is structured for two major reasons:

I Structure largely dictates how objectives and pedicwill be
established. Objectives and policies are statepeharn terms of
products in an organization whose structure is dase product
groups.

. Structure dictates how resources would be allocatédan
organizations structure is based on customer grotipsn
resources would be allocated in that manner. Auegiring gives
all top managers added responsibilities and engeurthe
introduction of new products. However, the struettivat is good
for one organization may not be good for another.

Note that all successful firms in a given industity not end to
organize themselves in a similar way. For exang@dasumer good
companies tend to emulate the product firm of ogion. Small
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firms tend to be functionally structured (centralz; medium-
sized firms tend to be divisionally structured (elattalized); large
firms tend to use SBUs or matrix structure. As argations grow,
their structure generally changes from simple tnglex as a
result of linking together of several basic strageg

The transition from strategy formulation to strateg
implementation requires a shift in responsibilitiemn strategist
to divisional and functional manager. This shift ynereate
implementation problems in responsibilities espbcia strategy
formulation decision comes as a surprise to middtklower-level
managers.

Mangers and employees are motivated more by pededelf
interests than by the organizations interests snig® two
coincide. So, it is important that divisional andnétional
managers be involved as much as possible in syrédegulation
and implementation. Managers and other employeeaghout an
organization should participate early and diredtty strategy
implementation decisions. Top-down flow of commuation is
essential for developing bottom-up support.

1.6 Marketing

In addition to organizing culture and structure,rkeéing is another

crucial matter in strategy implementation. No nrattee quality and the
price of the organizations products if there isau®quate market the
company will fail. Marketing must be given serioosnsideration in

strategy implementation.

1.7 Personnel

Equally crucial to strategy implementation is tlergonnel factor. This
may require training of staff to get the desiredruaie through their newly
acquired skills and knowledge. No matter how gosttaiegy may be, if
there is no right personnel in the leadership posiio implement it, the
strategy will fail.

Symptoms of an ineffective organizational structurelude too many

levels of management, too many meetings attendeddgnany people,
too much attention directed towards unachievedobvs.

96



BUS 849 MODULE 2

Self Assessment Exercise and Answers
1. Explain the manager's challenges of making strategy
implementation work.

1.8 Summary

Strategy implementation embraces the full rangmahagerial activities

associated with putting the strategy into placpesusing its pursuit and
achieving the targeted result. Successful stratagiementation depends
on the skills of working through others, organizimgotivating, culture

building and creating stronger fits between stratemd how the

organization operates.

1.9 References/Further Readings/Web Resources

Charles, W., H, & Jones, G. R. (2008).ategic Management Theory: An
Integrated Approach.

Robson, W. (1977). Strategic Information Systems.
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1.10 Possible Answers to Self-Assessment Exerciye(s

Answer to SAEs

1.

98

The manager’'s challenges of making strategy imeteation
work are:

Aligning the strategy with the organization's visend goals while
considering external factors such as market carditiand
competition.

Overcoming resistance to change from employeeseasdring
their commitment to the new strategy.

Allocating resources effectively to support the lementation
process.

Communicating the strategy clearly and consistetatlgll levels
of the organization.

Managing the timeline and milestones to ensure rpgsgy and
accountability.

Identifying and addressing potential barriers aslsrthat could
hinder implementation.

Developing and maintaining a culture of collabaratiand
teamwork to support strategy execution.

Monitoring and measuring progress to track theatiffeness of
the implementation efforts.

Adapting and adjusting the strategy implementaiemecessary
in response to evolving circumstances.

Leading and motivating employees throughout thdemgntation
process, fostering a sense of ownership and emposver
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Introduction

This unit deals essentially with strategy evaluatidhe need for
evaluation of strategies being adopted is propselyout. Evaluation is
necessary especially for corrective adjustment.

A good strategy may also need improvement sincecaraition or
situation is permanent. There are many approach&sdtegy evaluation

as will

be seen in this unit.

99



BUS 849 STRATEGIC MANAGEMENT

1.2 Learning Outcomes (LOSs)

By the end of this unit, you will be able to:

o explain the importance of assessing strategy effuess and
performance.

o identify the key components of strategy evaluateuch as data
collection, analysis, and reporting.

o explain the purpose and application of each techaiq

o evaluate the pros and cons of various strategy uatiah
techniques.

o analyse and evaluate different techniques used viuate

portfolios of projects or investments.

1.3 Reasons for Strategy Evaluation

Strategy formation and strategy implementationdamee once and for-
all-time in the life of an organization. In bothses, situations arise which
warrant corrective adjustment. For instance, aegsamay need to be
modified because it is not working well or becauke changing
environmental conditions necessitate fine-tuninghajor overhauling.
Also, a good strategy may require certain improvaiielhe condition
that can require changes in a desirable strateglyda changes in the
industry’s competitive conditions, emergence of napportunities or
threats, new executive leadership and reorderirapjactives.

Similarly, the need for strategy implantation ewdion may arise when
one or another aspect of implementation does novglb as planned.
Other reasons may include changing internal caytiexperiences with
current strategy implementation and execution.

Also, strategy evaluation is necessary when testuignew ideas and
learning what works and what does not work througth and error.

All this makes it incumbent on the management wags monitor not
only how well the chosen strategy is working butoahow well the
implementation is going on. The outcome may netiesscorrective
adjustment if better ways of doing things can bettsd and supported.
Consequently, the function of strategy managenseongoing and is not
something to be done once and then forgotten olecegl. Strategy
evaluation is necessary because success todayt ia goarantee of
success tomorrow. Success always creates new f@ckdi problems.
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1.4 Evaluation of Business Strategy

This is the final stage in strategy management.s&ltegies must be
subjected to future modifications because extdawbrs are constantly
changing. Three fundamental strategy evaluatioriies include

o reviewing external and internal factors, which faitme basis for
the current strategies,

o measuring performance and

) taking corrective actions.

Since success always creates new and differenkgonskand complacent
organizations experience demise, strategy evaludtions an essential
step in the process of guiding an enterprise.dnigppraisal of how well
a business performs; that is, how it grows andifgrodte: normal, better
or worse. This will assist the organization in kmogvwhether or not the
strategy is sound. Strategy evaluation is an attémpook beyond the
obvious regarding the short-term health of business

The products of proper business strategy evaluationld provide vivid

or clear answers to these three basic questions.

) Are the objectives of the business appropriate?
° Are the major policies and plans appropriate?
o Do the results obtained to date confirm or refdtie tritical

assumptions on which the strategy rests?

An implemented strategy must be monitored in otdedetermine the
extent to which it is resulting in the achievemenits set objectives.
Strategic managers must be on the watch out fdy esgns of the
responsiveness of the market place to their siegedhey must also
provide the means for monitoring and controllingetosure that their
strategic plan is followed adequately, properly arwrectly. The
underlining and ultimate test of a strategy igitsven ability to achieve
its ends, i.e., the actual annual objectives, hamgy objectives and
mission.

In the final analysis, a company is said to be sssful if only its strategy
achieves its objectives.

1.5 Approaches to Strategy Evaluation
Approaches to strategy evaluation at the corpdeatd vary with a firms

make up. In an enterprise with a broad-based dvergenue base, the
main analytical considerations are.
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o appraising the health of the firms portfolio;

o diagnosing the relative long-term attractivenesgaxdh business
in the portfolio;

o choosing when and how to upgrade the performandheotfotal

business portfolio. This should be through strorgeprdination
and management of the existing business, the adddf new
business units to the firms makeup and/or divestiai the weak
performers and misfits.

In diversified firms, corporate managers do litthere than review and

approve line-of-business strategies. On some amtgdihey may suggest
broad business strategy direction. However, theipg of business level

and functional area strategies are typically ddtyao subordinate

managers with profit-and-loss responsibility fortmaular business units

and product lines. Usually, creating a fit betweerporate and business
strategies is something that corporate managers basihess unit

managers often negotiate.

Internal consensus must be reached regarding whatitehow related
activities of the various business units will beoxbnated. Corporate
management has to be convinced that the chosenessslevel strategy
has an attractive corporate payoff and is williogprovide whatever
corporate level resources are needed for successfidtegy
implementation. It should be noted that businesatesyy must be
responsive to corporate priorities and match uphviabth corporate
resources and long-term direction. So, there wgoaway traffic between
the analysis of corporate and business strategies.

The situation of the single-business enterprisetrasts that of the
diversified firms. In single-business or dominaosimess enterprises
evaluating the strategy of the core business isctwre of corporate
headquartefs attention. After this, diversification and otheorfiolio
guestions in relation with corporate strategy cduddaddressed. In this
type of a firm, corporate strategy and businesseqly analysis are not
divorced for the following reasons:

a. Activities outside the core business contributeimally to the
sales and the profits.

b. The questions of where do we go from here hingetherhealth
and attractiveness of the main business. So, inrdomibusiness
companies, corporate strategy takes its clues ftembusiness
strategy instead of the reverse.

Whichever kind of approach is adopted, sound giyatnalysis starts
with a probing of the organizations present stnateyl business makeup.
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1.6 Techniques of Portfolio Evaluation

The major techniques of identifying and evaluajogtfolio of business
in any organization are:

Boston Consulting Growth (BCG) or growth share matr
The GE 9-cell directional approach.

Hofer author d. little product/market evolution mrat

The General Electric model.

PoONPE

But by far, the most popular approach is the BC@agch or the growth
share matrix.

1.7 Growth Share Matrix for Evaluating Diversified
Portfolios

The most popular analytical technique for evaluatime overall makeup
of a diversified growth of business units involvé® use of Boston
Consulting Growth (BCG) or growth share matrix. Shnvolves the
construction of a business portfolio matrix whisha two-dimensional
graphic portfolio of the comparative positions dfetent businesses.
The revealing variables in this approach have legustry growth rate,
market share, long-term industry attractiveness)pmiitive strength and
stage of product or market evaluation.

The use of two-dimensional business portfolio maas a tool for
corporate strategy evaluation is based on relasumplicity of
constructing them as well as the clarity of therallepicture that they
produce.

The first business portfolio matrix to receive wsdeead usage was a
four-square grip pioneered by Boston Consulting upr¢BCG). The
matrix is found using industry growth rate and tiga market share as
the axes. Each business unit in the corporate garthppears as a
“bubble” on the four-cell matrix with the size ch@h “bubble” or circle
scaled according to the percent of revenues itesgmts in the overall
corporate portfolio.

The BCG technique arbitrarily places the dividingelbetween “high”

and “low” industry growth rates at around twice teal GND growth rate
plus inflation.

103



BUS 849 STRATEGIC MANAGEMENT

1.7.1 Relative Market Share

This is defined as the ratio of a business mathkattesto the market share
held by the largest rival firm in the industry. Timarket share is measured
in terms of unit volume and not in naira.

Example 1: Assume business A has 15% share ofnthesiry’s total
volume and the share held by the largest rivalDf 3then A’s relative
market share is 0.5.

Example 2: If business B has a market-leading sbfat€% and its largest
rival has a 30% share, then B’s relative marketesigal.33

The implication of BCG relative market share matsithat only business
units will have relative market share values gretdi@n one. The business
units in the portfolio that trails behind the riviaims in the market share
will have ratios below 1.0.

The most stringent BCG standard calls for the bobgéween “high” or

“low” relative market shares with the grid to be& ae1.0. A ratio of 0.10
indicates that the business has a market sharelpfldlO of the market
shares of the largest firm in the market while toraf 0.80 indicates a
market share that is 4/5 or 80% as big as therngddms share. However,
locating the dividing line between “high” and “lovat about 0.75 (75%)
or 0.8 (80%) is a reasonable compromise.

The advantages of using relative market share dieclu

I It is a better indicator of comparative market st and
competitive position.

. It is more likely a reflection of relative cost le@lson experience in
producing the product and economy of large-scajeysstion.

1.7.2 Question Marks and Problem Children

Rapid market growth makes such business units tattoactive. They
have relatively low market share which raises tebd on the possibility
of the profit potential associated with market gttoweing realistically
captured, hence the question mark designation.

Question mark businesses have financial needs secaiutheir low
market share and thinner profit margins. The chgheto the strategic
decision maker is to decide whether it is worthe/hd use the corporate
money to support the question mark business. B&Bmenends two
options for this group of businesses, namely,

I Aggressive grow-and-build strategy to capitalize the high
growth opportunity.
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Divestiture, in event that the grow-and-build st constitutes
too much of a financial risk.

Therefore, the strategy prescription for managingstions
mark/problem children business is to divest those are
weaker and less attractive and groom the attracines to
become tomorrow’s “stars”.

1.7.3 Stars

The “stars” are the businesses with high relatieeket share position in
high growth markets. They offer both excellent pgr@ind excellent

growth opportunities. The business enterprisesr®pa them to boost
overall performance of the total portfolio.

Stars require large cash investments to supposdrestpn of production
facilities and working capital needs. They ofteméo generate their own
large internal cash flows because of low-cost athgaresulting from

economies of scale and production experience.

According to BCG, some stars are virtually selftausng in terms of

cash flow and make little demand on the corporatesea Yong stars
however, require substantial investment capitalobdywhat they can
generate on their own and may thus be cash hogs.

1.7.4 Cash Cows

These are businesses with a high relative marletsh a low-growth
market. Their position tends to yield substantasic surplus over and
above what is needed for reinvestment and growtharbusiness.
“Many of today’s cash cows are yesterday’s stagsd popular phrase in
strategic management. From the growth standpoasi) cows are less
attractive but they are very valuable because tagybe “milking” for
their cash to pay corporate dividends and corpooaterhead. They
provide the cash for financing new acquisitions ahd funds for
investing in young stars and problem children to@& groomed as the
next round of stars. It means that the “cash comsige the naira to
~feed” the cash hogs”. Usually, strong cash cows areéhantested but
are maintained in a health status to sustain leng-tcash flow. Weak
cash cows may be designated as prime candidatesafgesting and
eventual divestiture if their industry becomes traative.

1.7.5 Dogs

Dogs are businesses with low growth and low retatnarket share in the
BCG matrix. This is because of their weak compeagiposition resulting
perhaps, from high cost, low-quality products arebs| effective
marketing. They also have low profit potential tlodien accompanies
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slow growth or impending market decline. Dogs amahle to generate
attractive cash flows on a long-term basis; somegithey do not produce
enough cash to fund a hold-and-maintain strategg.BCG prescription

Is that dogs be harvested, divested or liquidatededding on the

alternative that yields the most attractive amairdash for redeploying

to other businesses or to new acquisitions.

The implication of BCG matrix for corporate stragagdraws attention
to the cash flow and investment characteristicsvafious types of
businesses in order to optimize the long-term egiat position and
performance of the corporate portfolio. The weaded less attractive
guestion mark businesses not worthy of financiagtment necessary to
fund a long-term grow-and-build strategy are pdidfbabilities.

Dogs are retained only as long as they can comngripasitive cash flow
and not tie up assets and resources that could dre profitably
redeployed.

There are two disaster sequences in the BCG schelmn a star’s

position in the matrix erodes over time to thaagdroblem child then it

falls to become a dog and when a cash cow losearketeadership to
the point where it becomes a hog on the declineeitrategic mistakes
include over investing in a safe cash cow; undeesting in a question
mark so that instead of moving into the “star” gatey, it tumbles into a

dog; and short gunning resources thinly over marmgstjon marks rather
than concentrating them in the best question n@atiobst their chances
of becoming “stars” not harvested but are mainthimea healthy status
to sustain long-term cash flow.
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1.8 The BCG Growth Share Business Portfolio Matrix

Figure 8: The BCG Growth Share Business Portfolioditix
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Self-Assessment Exercises
1. Briefly enumerate the strengths and weaknesse<& B-cell
matrix for business portfolio evaluation

1.9 Summary

This unit considers the reasons for strategy etvalualt gives the

approaches and techniques for strategy and busmepsrtfolio

evaluation. The unit enumerates the strengths asakmesses of BCG
approach in detail. It gives the obvious reasonstli@ creation of
additional techniques of evaluation to addresstmwtcomings of BCG-
4-cell approach.

1.10 References/Further Readings/Web Resources

Glueck, W. & Jauch, L. (1984)Business Policy and Srategic
Management, McGraw-Hill Coy.

Robson, W. (1997). Strategic Information Systems.
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1.11 Possible Answers to Self-Assessment Exerciye(s

Answer to SAEs

1.

Strengths of BCG A-Cell Matrix for Business Politio
Evaluation:

Simplifies complex business portfolios into a visua
representation.

Provides a clear framework for analysing and evalgausiness
units.

Emphasizes the importance of market growth andivelanarket
share as key metrics.

Helps identify high-growth potential units and alide resources
accordingly.

Facilitates strategic decision-making by highlightiareas for
investment or divestment.

Promotes a balanced portfolio approach by consigdyoth cash
cows and question marks.

Encourages managers to assess their businessedaiiomn to
competitors.

Allows for quick comparisons between different sniand
industries.

Provides a basis for resource allocation and pization.
Supports discussions and communication within tlgamization
about portfolio management.

Weaknesses of BCG A-Cell Matrix for Business Pdidfo
Evaluation:

Oversimplifies complex business dynamics and maycapture
all relevant factors.

Relies heavily on market growth and market shaeglatting
other important variables.

Assumes that high market share is always desiralfilesh may
not be the case in all industries.

Ignores potential synergies or strategic fit betwedfferent
business units.

Does not consider external environmental factonschsas
technological advancements or regulatory changes.

Limited applicability to industries or businessesthwunique
characteristics or strategies.

Tends to focus on the current state and may notusdely
consider future potential.

Lacks a clear methodology for assigning units &cHf cells.
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o Can lead to oversights in assessing the valuetahgible assets
or capabilities.
o Relies on subjective judgments and may be influgrmebiases

or limited information.
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UNIT 2 STRATEGY EVALUATION USING OTHER
TECHNIQUES

Unit Structure

1.1 Introduction

1.2 Learning Outcomes (LOSs)

1.3 Need for Other Techniques of Strategy Evaluatio

1.4  Short Comings of BCG

1.5 The Corporate Strategy Implication

1.6  The Lifecycle Matrix

1.7  Evaluating Corporate Strategy by Using Morebifrg Factors
1.8 Summary

1.9 References/Further Readings/Web Resources

1.10 Possible Answers to Self-Assessment Exergise(s

1.1 Introduction

This unit is important in view of the various slwmmnings that are
associated with BCG portfolio evaluation. Theseeobsd weaknesses of
BCG created the obvious need for more probing tecies of business
strategy evaluation. These are considered in this @ther approaches
include General Electric Motor (GE) approach arel ltfe cycle matrix
approaches, which take care of some of BCG’s wessase

1.2 Learning Outcomes (LOSs)

By the end of this unit, you will be able to:

) identify and articulate the shortcomings of the B@@&irix.

o analyse corporate strategies in relation to thammgtion's goals,
the competitive environment, and market conditions.

o design and develop a lifecycle matrix that consdbe different
stages of a product or business lifecycle.

o explain the factors that impact corporate strateffgctiveness
beyond traditional metrics.

. discuss on strategy evaluation, considering meltgimensions

and factors that contribute to effectiveness amndess.

1.3 The Need for Other Techniques of Strategy Evation
There is need for other techniques of strategyuai@in. This need arises

out of the observable weaknesses or shortcomin§<& growth share
matrix.
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Shortcomings of BCG

The BCG 4-cell matrix is based on high-low classifion. This
hides the fact that there are “average” growthsradebe classified
neither as high nor low; medium and high may béebet

It may be misleading to neatly categorize all besses or
members of a business portfolio into just four §/pébusinesses:
cash cow star, dogs and question marks. Some masddsrs may
be getting stronger while others are getting weakefew one-
time starts or cash cows have ended up in bankruptence, the
characteristics to assess are the trend in a figtagive market
share, i.e., is it gaining ground or losing growamt why? This
particular weakness of BCG can be corrected bycataig each
business present and future position in the matrix.

Bell and Hammond (1979) particularly argue that B@@&trix is
not a reliable indicator relative to investment ogipnity across
business units. They state that investing in aistaot necessarily
more attractive than investing in a lucrative castv. The matrix
results are silent over when a question mark bssirsea potential
winner or being likely loser. The matrix also saypghing about a
shrewd investment becoming a string dog, staraasa cow.

The connection between relative market share aofitadoility is
not as light as the experience curve effect implié importance
of cumulative production experience in loweringtwost varies
from industry to industry

A thorough assessment of the relative long-termactiveness of
business units in the business portfolio requireexamination of
more than just marketing growth and relative shareables.
Being a market leader in a slow—growth industrynad a sure
guarantee of cash status because

the investment requirements of a hold-and-maintstiategy,
given the impact of information on the cost of egphg worn-out
facilities and equipment, can soak up much, if albt of the
available internal cash flow, and

as market matures, competitive forces often stifterd ensure a
vigorous battle for volume and market share, camkhprofit
margins and surplus cash flows.

Consequent upon these shortcomings, an alterragtiwach that
avoids some of the shortcomings of the BCGs grogah be
sought with the help from the consulting firm of Kinley and
company. The GE effort is a 9-cell portfolio matb&sed on the
two dimensions of long-term product market attraatiess and
business strength/ competitive position.
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In the GE 9-cell matrix, as shown in Fig. 9 theaadé the circles is
proportional to the size of the industry, and tleestices within the circles
reflect the business market share.

Fig. 9: General Electric 9-cell business portfolimatrix

The vertical axis represents each industry’s l@rgatattractiveness. This
Is defined as a composite weighting of market ghorate, market size,
historical and projected industry profitability, rkat structure and
competitive intensity, economies of scale, seastynand cyclical
influences, technological and capital requirementerging threats and
opportunities, and social environmental and reguainfluences.

In this procedure, each industry is assigned aadctitte importance and
each business is rated on each factor, using a8l rting scale. A
weighted composite rating is thus obtained.
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Example:
Industry attractiveness factor: WeightRatingValue

1 Market size 015 5 0.75
2Project rate of market growth 020 1 0.20
3Historical and projected profitability 010 1 0.10
4Intensity of competition 0.20 5 1.00
5Emerging opportunities 015 1 0.15
6Seasonality and cyclical influence 0.05 2 0.10
7Technological and capital require 0.10 3 0.30
8Environmental impact 0.05 4 0.20

9Social/political regularity factor must - -

acceptable

Acceptable 1.0 2.90

Thus, each business is rated using this approaatit@ at a measure of
business strength and competitive position. Thepstitive values for
long-term product market attractiveness and businempetitive
position are then used to plot each business paosiithe matrix.

1.5 The Corporate Strategy Implication

1. The vertical lines consisting of three cells atupeer left indicate
that long-term industry attractiveness and  business
strength/competitive position are favourable. Thesilesses in
these zones are given a high priority in termsuofifallocation.

2. The second zone, i.e., the un-shaded zone, comptisese three
cells which usually carry medium investment allomat The
strategy to be adopted here is hold-and maintain.

3. The third zone, i.e., the horizontal lines, is casgd of the 3 cells
in the lower right corner of the matrix.
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The strategy prescription here is typically hanastlivest. However, in
every exceptional case, such a business can bétrebuepositioned
using a turn around approach.

The 9-cell GE approach has some merits. It is @lB33E approach which
is as follows:

a. It allows for intermediate ranking between high dod, and
between strong and weak.

b. It considers much wider varieties of strategicaliglevant
variables.

C. It emphasis channelling of corporate resourcekded businesses

that combine medium-to-high product-market attresciess with
average-to-strong business strength or competutosstion. The
fact is that the greatest probability of compeéitadvantage and
superior performance lies in these combinations.

1.6 The Lifecycle Matrix

In order to identify a developing winner type ofsimess, Hofer (1978)
has developed a 15-cell matrix in which businegslotted in terms of
stage of industry evolution and competitive positibhis is supposed to
be an improvement over the 9—cell GE approach.akist the previous
approaches the cycles represent the sizes of thistimes involved and
the pie wedges denote the business market share.
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The Business Unit's Competitive Position

The Industry’s Stage in the Evolutionary Lifecyde

Table 5: The life-cycle portfolio matrix
Adapted from C.W Hofer: Conceptual construct for rfaulating
corporate strategies/Boston Harvard case servi@¥8-754, 1977).

In Table 5, A would appear to be a developing wirared C would be a
potential loser, E is an established winner, Fdash cow and G is a loser
or a dog.

The strength of the lifecycle matrix is the stotytells about the
distribution of the firms business across the stagé the industry
evolution. It should be noted that each of the m#&ypes has its pros and
cons. Thus, there is no need to vehemently ingisthe choice of the
matrix to use.

The most important thing is to have a good anayteccuracy and
completeness in describing the firms current pbatimosition just for the
purpose of knowing how to manage the portfolio aghale and get the
best performance from the allocation of the corfgrasources.

1.7 Evaluating Corporate Strategy by Using More Prbing
Factors

The construction of business portfolio matrixes b@sn identified as the
step in evaluating diversified forms of currenastygic situations. This is
because of the insight and clarity they provideualtioe overall character
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of a firms business build up. However, businessfplay analysis does
not constitute the whole corporate strategy evedngirocess. A business
portfolio matrix offers a snapshot comparison dfedent business units
and some general prescriptions for the directiothefousiness strategy.
But this is too simple a framework on which to bksey-term direction-
setting, make strategic decision and allocate ltogeorate resources. In
the light of this, more probing into the status gmdspects of each
business unit in the portfolio is needed to guideporate strategy
decision. The needed probing required has beenexplained by Hofer
and Schendel (1978). The steps involved includsethe

a. Construct a summary profile of the industry enviremt and
competitive environment of each business unit.
b. Appraise each business units strength and comygepbsition in

its industry; understand how each business unksragainst its
rivals and the key factor for competitive succeBsis affords
corporate managers a basis for judging the busim@ss chances
for real success in its industry.

C. Identify and compare the specific external oppaties threats
and strategic issues peculiar to each business situation.
d. Determine the total amount of corporate financigdort needed

to fund each units business strategy and what catgagkills and
resources could be deployed to boast the compestrength of
the various business units.

e. Compare the relative attractiveness of differertimesses in the
corporate portfolio. This includes industry attreehess/business
strength and a look at how the different businests wompare on
various historical and projected performance mess@such as
sales profit margins and return on investment.

f. Check the overall portfolio to ascertain that thex rof the
businesses are all well balanced, i.e., there @réon many losers
or question marks, not too mature business thatstam down
corporate growth. But there should be enough castugers to
support the stars and develop winners, too few rtgdge profit
performances as suggested by Thompson and Strckl&87).
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Self-Assessment Exercises
1. Explain in detailed the merits of BCG model of gy
evaluation.

1.8 Summary

BCG method of strategy evaluation is a very popatat well acceptable
technique. But in spite of this popularity and ateéility, certain
weaknesses have been identified with it. These messes are addressed
by some other techniques which, though not so popauhd common,
serve very useful purposes in strategy evaluaBach techniques are the
lifecycles portfolio and the 9-cell GE approach.

1.9 References/Further Readings/Web Resources

Abell, D. F. & Hammond, J. S. (19Y9Srategic Market Planning,
Englewood CIiff: N.S Prentice — Hall.

Hofer, C. W. & Schendel, D. (1978%rategic Formulation Analytical
Concepts, St. Paul, Min: West Publishing (1978). P. 33.

Thompson, A.A. & Strickland, A. J. (19878rategy Management;

Concept and Cases, 4th Edition Business Publication, Inc Piano:
Texas. Pg. 194-195.
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1.10 Possible Answers to Self-Assessment Exerci3e(s

Answer to SAEs

1.

The BCG (Boston Consulting Group) model, also knasg the
growth-share matrix, is a strategic tool used fealeating and
managing a company's portfolio of business uniggoduct lines.
Developed by the Boston Consulting Group, the BCGdeh
provides a visual representation of a company'®uwsarbusiness
units based on their market growth rate and redatmarket share.

Here are the merits of using the BCG model for streegy evaluation:

The BCG model facilitates portfolio analysis byeggirizing a
company's business units into four distinct quaidre®tars, Cash
Cows, Question Marks (also known as Problem Childoe

Wildcards), and Dogs. This classification helps niifg the

relative position and strategic importance of eait

The BCG model aids in resource allocation decisionguiding

managers on how to allocate resources effectivalyss different
business units. It recognizes that different uretguire different
levels of investment and resources depending om grewth

potential and competitive position.

The BCG model assists in defining strategic diectiby

highlighting the growth prospects and market ativaoess of
different business units. It allows managers toontize

investment in units with high growth potential addrest or

reposition those with low potential.

The BCG model enables profitability analysis by sidering the
relationship between a business unit's market slaae its

potential for generating profits. Cash Cows, foample, are
typically high-profit generators, while Question Ma require
significant investment but have an uncertain pradiiook.

The BCG model helps manage risk by identifying poé risks

associated with different business units. Unitsha Question
Marks category, for instance, may have higher riklesto market
uncertainty, whereas Dogs may pose minimal riskéaol growth

potential.

The BCG model encourages strategic synergies hiyligiding

opportunities for collaboration and resource sltarimong

different business units. It can identify areas n@h&ross-selling,
joint ventures, or sharing of capabilities can beeltaged for
mutual benefit.
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UNIT 3 STRATEGY IMPLEMENTATION AND
CONTROL

Unit Structure

1.1  Introduction
1.2 Learning Outcomes (LOSs)
1.3 Control
1.3.1 Feed Forward Control
1.3.2 Audit
1.3.3 Budgeting
1.3.4 Feed Back Control
1.3.5 Bench-Marking Control
1.4  Process of Making Corrective Adjustment
1.4.1 Deterministic Approach
1.4.2 Strategic Approach
1.5 Strategy Implementation and Control
1.6  Strategy Implementation and Information Control
1.7 Summary
1.8 References/Further Readings/Web Resources
1.9 Possible Answers to Self-Assessment Exercise(s)

1.1 Introduction

Management control ensures the human physical enldnological
resources are allocated and utilized to achieveveeall purpose of the
organization. The feedback control is about momtprthe outputs
desired against outputs achieved. There are magg afamanagement
control which include feedback, feed forward, benwwrking and
auditing. Most of these are usually employed bypessive organization.

1.2 Learning Outcomes (LOSs)
By the end of this unit, you will be able to:

° identify potential problems and apply problem-sotyiskills to
address them, thereby ensuring a smooth strategjgmentation
process.

o assess the strategy implementation process, igegaps or
shortcomings, and apply analytical thinking to maldexessary
improvements for enhancing overall effectiveness.

o gain an understanding of financial management plies and
practices to ensure the availability and propepcaition of
financial resources necessary for achieving stratagjectives.
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o develop skills in monitoring and evaluation, datalgsis, and
problem-solving to assess the progress and outcofmsisategy
implementation, identify deviations, determine re@auses, and
take appropriate corrective actions for improvedture
performance.

o analyse organizational performance, benchmark agadustry
standards, identify areas for improvement, and émgint strategic
changes to align with or surpass industry benchsark

o develop analytical and problem-solving skills tcendify root
causes of problems, propose and evaluate correativens, and
effectively implement solutions to address orgatnrel
challenges.

1.3 Control

Control is a process whereby management ensureththarganization
Is achieving the desired objectives. It is a sebfanized (adaptive)
actions directed towards achieving specific gaathe face of constraints
(Wilson and Gilligan, 1997). The existence of atooinprocess enables
management to know from time to time where the mgdion stands in
relation to the organizations goals. This implieattprogress should be
observed, measured and redirected if there areepi@ocies between the
actual and the desired positions. Control and prenare complementary
and each should logically pre-suppose the existevfcehe other.
Maciariello (1984) gives the following definitiorf management control
(MC) and management control system (MCS).

Management control is the process of ensuringtiie@human, physical

and technological resources are allocated so ash@®ve the overall

purposes of an organization. An MCS attempts todounity of purpose

to the diverse efforts of a multitude of organiaas and the managers
towards its objectives and goals. An MCS consisa aftructure and a
process.

However, the interpersonal nature of control wiimorganization needs
to be recognised in order to relate to motivatgoal congruence and the
reward system as indicated by Hosted (1968) whiesstdnat “control
within an organization system is the process byciwhone element
(person, group, norm, machine or institution) iti@mally affects the
action of another elements”.

Strategy is seen as being related to control. Hewet can be treated
separately. This is because it is possible for aterprise with good
strategies to fail, when the control system is paod vice versa. In
general, the better the formulation of a stratealg, greater will be the
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number of feasible control alternatives and the ieeastheir
implementation is likely to be, according to Wilsand Gilligan.
Anthony (1988) refers both to the hanks betweertroband strategic
implementation on one hand and the interaction gntioa individuals on
the other. He says that “control is used in thessenf assuring
implementation of strategies. The management cohungtions include
making the plans that are necessary to assure dtnategies are
implemented.

Management control is the process by which managétsence other
members of the organization to implement the omgtions strategies.
There are different ways by which an organizati@rries out its
management control. They do this by, feed forwatdiiting, budgeting,
feedback and bench-marking systems. These methatl$e considered
in brief.

1.3.1 Feed Forward Control

This is defined as “a measurement and predictistesy which assesses
the system and predicts the out put of the systesome future date”

Bhaskar and Housden (1985). This differs from al@ek system in that
it seeks to anticipate and thereby to avoid dematibetween actual and
desired outcomes.

According to Costing (1982), the components of fémavard control
system are:

a. An operating process which converts an input t@uaiut

b. A characteristic of the process which is the sulpéthe control.

C. A measurement system which assesses the state pfdtess and
its input and attempts to predict its output.

d. A set of standards and or criteria by which thedmted state of
the process can be evaluated.

e. A regulator, which compares the predictions of psscoutputs to
the standards and which takes corrective actionraviigere is
likely to be a deviation.

For the effectiveness of feed forward system, itsirioe based on a
reasonable predictable relationship between inpudsoutputs, i.e., there
must be an adequate degree of understanding ofdlyein which the
organization functions.

1.3.2 Audit

This is an approach towards assessing marketirerteféness Kotler
(1984) offer the view that auditing is the ultimatentrol measure. It

122



BUS 849 MODULE 2

evaluates performance in terms of input used, awgpuoerated and the
assumptions underlying the marketing strategiesl.u$@e ranges of
possible audits include:

o self audit

o audit from across, i.e., by colleagues in anothaction

) audit from above, by the manager or superior companit office

o company task-force audit, i.e., a team set up fipalty to conduct
the audit,

o outside auditors.

It is usually better to have a combination of thegethods.
1.3.3 Budgeting

A budget is a quantitative plan of action that aidethe co-ordination
and control of acquisition, allocation and utilisat of resources over a
given period of time. Budgeting is also known asfipplanning. It is the
widest ranging control technique. It covers therermirganization rather
than to a section of it. Typically, budget is colagion an annual basis.
The time span can however, be broken into halfa;yeguarterly,
monthly and even weekly. Regardless of whethemildget is a long-
term or short-term one, continuous or periodic midthe fundamental
requirements that should be met include the folhawi

established objectives

top management support and sponsorship
knowledge of cost behaviour

flexibility

a specific time period

adequate system support

effective organizational structure

sufficient level of education in budgetary practice

1.3.4 Feedback Control

Feedback control is about monitoring of outputsexad against desired
outputs from time to time and to take whatever ective action is
necessary if a deviation exist. This is referredddhe feedback control.
The feedback control system is depicted in Fig. 10.
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The feedback control entails honking outputs watitelr elements within
the system. It may be termed close-loop contralesys
Fig. 10: A feedback control system

INPUT [~ —» PROCESS |—| OUTPUT

Revise

REGULATOR [

Compare

STANDARD

Feedback control should ensure self-regulatiorhenface of changing
circumstances once the control system has beegngesand installed.
The importance of feedback control is found in hostasis which
defines the process whereby key variables are mned in a state of
equilibrium even when there are environmental dostoces. For
example, if a company plans to sell 100,000 stiategnagement books,
in the next 12 months and by the end of the thightim, the pattern of
demand falls to 80,000 books due to the launchnioyheer company of a
good strategic management book which is a compdtimok. After
another three months, the competitor puts up thee @f his own book
while the original company holds its own price dan$. By this
technique the demand may increase to 150,000 uhits. feedback
signals should ensure that the company is awaoseghrmonthly reports,
may be of the archival sales versus planned s&testhe launch of the
strategic management book by a competitor wouladbatified as the
reason why sales levels were below expectatiotisiearly period of the
first three months.

In response to the derivations between actual aesiretl results
(feedback) an explanation must be found and actiaken to make
corrections. Such corrective measures may inclagending production
plans to print fewer (or more) books, allowing int@y level to fall (or
rise) to meet the new demand pattern and modifinaif the promotional
plans to counter competitive activities. These doall come from a
feedback control system.
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However, if the derivations (variances) from thedkack are minor it
may be possible for the process to absorb thenowithny modification.
Inventory control system could just be designe@doommodate such
minor variations between the expected and the hlguals of demand
with buffer stocks being prepared for the purpose.

In the case of extreme situations in which thelstogs to change from
100,000 to 80,000 and 150,000 units, the inputs htavbe amended
deliberately as soon as the cause of the variatiassbeen identified.
There is usually a cost associated with varianceiclwvtend to be
proportional to the length of time it takes to iiBnand correct the
variations. Cushing (1982) suggests some principdesthe proper
functioning of a feedback control system which urlg:

o The benefits from the system should be at leagtesdt as the costs
of developing, installing and operating it. It ifem difficult to
specify precisely the benefits (except in situagion

) Variance, once measured should be reported quiokfgcilitate
prompt control action.

o Feedback reports should be simple, easy to underssand
highlight the significant factors requiring manageattention.

o Feedback control systems should be integrated wita
organizational structure of which they are part.
o The boundaries of each process are subject toat@rtd should

be within a given managers span of control.
1.3.5 Bench-Marking Control

The bench-marking control system is an analyticat@ss through which
an enterprise’s performance can be compared watiothits competitors.
It is used by organizations such as Xerox and Koafder to be able to
evaluate the following:

o Identify the key performance measures for eachmiegsifunction.

o Measure one’s own performance and that of the cotape

) Identify areas of competitive advantage or disathga by
comparing performance levels.

o Design and implement plans to improve ones owroperince on

key issues relative to competitors.

Bench-marking is applicable in other functionalearevith the potential
to help change the corporate culture, if properlymmunicated
throughout the organization. In the case of benanking products or
services offered by customers but not by itself,eaterprise’s senior
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manager can gain insights to guide its decisiorieeleping abreast of new
developments. In this way, it will be easier toeasshow to respond.
When considering how to take corrective actiois itnportant to make
an assessment of the probable response of conmpattany action that
might be taken. This is a vital aspect of stratégicaviour. It is expected
that the identities of the competitors are knowmtlibactual and
potential), and profiled. The possible responsemfthem can then be
explored, taking into account conjectures regardireg beliefs that the
competitors have of one’s own enterprise includitg resources,
capabilities and strategies.

1.4 Process of Making Corrective Adjustment

There is no one strategic plan or strategic scHemenplementation that
can foresee all the events and problems that meg an future.
Adjustment making or “mid-course” corrections arermal and a
necessary part of strategic management.

When there is a need to react or respond to a paditon involving the
strategy or strategy implementation, the processtaft to do has to be
evaluated. This evaluation must consider whetheratttion should be
immediate or whether the time permits a more dedileeresponse. In
cases where time permits a full-fledged evaluatgimtegy managers
prefer a process of solidifying commitment to gomsse. This approach
includes these:

1. To stay flexible and keep a humber of options open.

2. To ask a lot of questions.

3. To gain in-depth information from specialists.

4. To encourage subordinates to participate in deusdop
alternatives and proposing solutions.

5. To get the reactions of many people to proposadisok as a test

of their potential and political acceptability.
6. To seek to build commitment to a response by gidduosoving
towards a consensus solution.

The overriding principle seems to be to make al fdezision as late as
possible so as to make as much information to &&& needed; or let the
situation clarify enough to know what to do or allthe various political

constituencies and power basis within the orgalmmab move towards

a consensus solution

Corrective adjustment to strategy need not bergesttive. A proactive

adjustment constitutes a second approach to immgosirategy or its

implementation. The distinctive feature of a proactposture is that

adjusting actions arise out of management’s owredrand initiatives for

better performance as opposed to forced reactlBunscessful strategy
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managers have been known and observed to empkyedywof proactive
tactics.

The key feature of strategic management is thgbthef formulating and
implementing a strategy is not one of steeringearetut, linear course of
carrying out the original strategy intact accordingome perceived and
highly detailed implementation plan. Rather, ibree of operatively (1)
adapting and reshaping strategy to unfolding evégjsemploying
analytical-behavioural-political techniques to lgrinternal activities and
attitudes into alignment with strategy. The proassateractive, looping
and re-cycling to fine-tune and adjust in a congaly evolving process
where the conceptually separate acts of strategyuiation and strategy
implementation blur and joint together. Correctaaive action comes
after plan implementation, performance monitoringd aanalysis of
significant valances. For example, how should aerpnise respond to
changes in the environment? Usually, there are mweays. However,
Barrett (1986) points out two opposing possib#iti€he two approaches
are as follows:

1.4.1 Deterministic Approach

In this approach, it is felt that the enterprisersironment determines its
actions, its strategies and structure. The idea adaptation to
environmental change is hereby taken to an extréine.a known fact
that changes in the environment, either in the fofropportunities or
threats, will result in a competitive strategy. Thplementation of these
changes may bring about changes in the organizasioacture.

1.4.2 Strategic Approach

Contrary to the deterministic approach, strategipreach sees the
environment as constraining the enterprise’s freedbaction rather than
determining the action. It therefore, concentratese on the Enterprise’s
strengths and weaknesses and its ability to infleeits environment
rather than simply being influences by the envirenmA good example
Is the strategy of raising barriers to entry whiebdifies the environment
against the interests of potential competitors.

In these two approaches, management intelligenseaHat of roles to
play by identifying environmental changes as a ddsr reactive or
proactive responses.

1.5 Strategy Implementation and Control

The successful implementation of a strategy is easy. And if
implementation is left to compete with internal ggeres of coping with
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crises, reacting to competitors action, companycid and personal
career needs, it is most likely to be disrupted.

Plan implementation poses a fundamental dilemmis.i$tbecause, to be
effective, forces leading to organizational intéigma must be reconciled
with forces leading to organizational segmentafloawrence and Lor
Sch, 1967). There are two opposing forces. To aehi@ balance
therefore, the following have to be considered.

a. The messages of the plan should be communicatdidasahere
will be a proper understanding of the plan.

b. There should be a clear recognition of what the ghys, so that
the all those who have a role to play in the plaplementation are
aware of their roles.

C. There should be a consensus about the wisdom sifijpgrthe plan
in order to secure commitment to its accomplishment

1.6 Strategy Implementation and Information Control

The effectiveness of a manager on his job will deljpen how much, how
relevant and how good his information is, and hasil Wwe interprets and
acts on such information. Usually, the complainhat the information is
too late, is of the wrong type, unverified or evarppressed. So, for
information to be of value, it must be clear, dethitimely, accurate and
complete and must not contain vague figures thromtrby an unplanned
system. The information must be explicit.

Self-Assessment Exercises
1. Differentiate between strategy evaluation and meamamt
control system.

1.7 Summary

This unit identifies strategy evaluation and mamagmet control as
essential ingredients, and integral parts, of argamizations activity.
Both strategy evaluation and control are compleargntThe control
system involves budgeting, auditing, feedback, fieediard and bench-
marking control.
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1.9 Possible Answers to Self-Assessment Exercise(s)
Answer to SAEs

1. Strategy evaluation focuses on assessing thetigd#aess and
appropriateness of an organization's strategictine, objectives,
and plans, ensuring they align with the changindereal
environment. It involves monitoring performanceviesving the
implementation of strategies, and making adjustseas
necessary.

Management control systems, on the other handpate and processes
used to measure and regulate organizational aesiyiénsuring they are
consistent with strategic objectives and orgaroreti goals. They
primarily focus on monitoring and controlling opgoaal processes,
resource allocation, and performance measures nwitie established
strategic framework. While strategy evaluation isrenconcerned with
the big picture and strategic alignment, manageroenirol systems are
oriented towards operational efficiency and perfamge measurement.
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UNIT 4 STRATEGY IMPLEMENTATION AND
ORGANIZATIONAL CULTURE, LEADERSHIP
AND REWARDS

Unit Structure

1.1 Introduction

1.2 Learning Outcomes (LOSs)

1.3 Administrative Components of Strategy Impleraéoh
1.4  Motivation of People to Achieve Set Goal

1.5 Building a Strategy-Supporting Culture

1.6  Fitting of Strategy and Culture

1.7  Creating a Spirit of Performance

1.8 Linking Rewards to Performance

1.9 Internal Administrative Support for Strategyplementation
1.10 The Role of Strategy-Related Policies and &tores
1.11 Exerting Strategic Leadership

1.12 Summary

1.13 References/Further Readings/Web Resources
1.14 Possible Answers to Self-Assessment Exergise(s

1.1 Introduction

This unit addresses the relationship between aanwmgtions culture,
leadership and rewards. The unit highlights howrgianizations strategy
supportive culture can enhance high performands.dtso important to
create a spirit of high performance in the orgaiopneand to link rewards
to the level of performance. Adequate policiestarbe put in place by
the leadership to ensure that those who fail tdoper are not unduly
punished but are encouraged to come up with briglats next time.

1.2 Learning Outcomes (LOSs)
By the end of this unit, you will be able to:

o discuss how organizational culture can influencee th
implementation of strategies, and identify specneys in which
culture can either support or hinder strategy etxecu

o identify the crucial role of leadership in drivirapd achieving
organizational goals, and comprehend the key desliand
behaviours that effective leaders possess.

o explain the fundamental importance of motivationthim an
organizational context, and gain insights into @asi motivational
theories and strategies that can be applied toneehamployee
performance and engagement.
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o identify the significance of providing adequate asds and
recognition to high-performing personnel, and ustierd how a
well-designed reward system can incentivize andfoete desired
behaviours and outcomes.

o gain a comprehensive understanding of the reldtipnsetween
strategy and culture, and acquire the ability talyse and align
organizational culture with strategic goals to erdeaperformance
and competitive advantage.

1.3 Administrative Components of Strategy Implementatian

Strategy implementation has primarily an administea focus. So,
successful strategy implementation depends on kills ®f working
through others, organising, motivating, culturelding and creating
stronger fits between strategy and how the orgénizaoperates.
Ingrained behaviour does not change just becanse/atrategy has been
announced. Implementing strategy poses a toughenagement
challenge than developing a sound strategy plangeashall see in this
unit.

The task of generating organization-wide commitmémt strategy
implementation and execution has four major comptsjavhich are as
follows.

a. Motivate and organize units and individuals to esecthe
strategic plan and achieve the goals.

b. Building of a strategy-supportive corporate culture
C. Create a strong result orientation and a spirtiglh performance.
d. Link the reward structure to actual strategic peni@nce.

We shall discuss these major components one a#eather to see
how they affect strategy implementation.

1.4 Motivation of People to Achieve Set Goals

For organizations goals to be achieved there isigse for commitment
to implementing and executing the formulated stiate by the units and
individuals in the organization. Commitment on piaet of the individuals
can be obtained through motivation, incentives thedrewarding of any
good performance. There are a range of optiongétiing people and
units to push hard for successful strategy implaaten using the
standard reward and punishment mechanisms suchlay screases,
bonuses, stock options, fringe benefits, promotiqnaise, recognition,
job control, decision making autonomy, promise tifagtive locational

assignment and bonds of group acceptance. The famotivation is to

inspire the employees to do their best for the wzgions and a
commitment to make the strategy work.
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Examples of strategy—supportive motivational appincare:

a. Every employee to get a weekly 10% bonus by corangork on
time each day of the week.

b. Employees meet regularly to hear inspirational speg, using
company song, and chant the corporate litany. Tteutd also be
inspirational get-together for organizational mersbeThe
speeches may be personal and emotional.

C. Assemblies can be organized on a particular dayefweek to
listen to a management talk about the state ottmepany. San
Diego companies engage in brisk calisthenics oaracplar day
of the week and believe that by doing one thingtbgr each day,
it reinforces the unity of the company.

Units and divisions may be given freedom to seirthiele of the case
which must be critically weighted. For instance, ewha strategy
implementations use of rewards and punishment egluoo much
tension, anxiety and job insecurity, the result barcounter productive.
However, it is not useful to completely eliminagéasion and pressure for
performance from the strategy implementation preced high
performing organization will need a cadre of anadu# people who
cherish the opportunity of climbing to the top b&tladder of success,
who thrives in performance-oriented environment ar find some
degree of competition and pressure useful to gat&fir own drives for
personal recognition, career advancement, selfsfaation and
accomplishment.

The generally accepted view is that a manager'sh dos strategy
implementation should involve more of positive tharegative

motivational elements. The more a manager undetstahat motivates
subordinates and the more that motivational ingestiare relied on to
implement and execute strategy, the greater willthee employeés

commitment to carrying out the strategic plan.

1.5 Building a Strategy-Supportive Culture

Every well-established organization has a uniguiica This means that
it has a special history of management; set waysobfing problems,
conducting day-to-day organizational affairs, itamagerial styles; it has
its own patterns of “this is the way we do thingdielt has its own
legends and heroes, its own stories and experiaidesv changes have
been instituted.

An organizations culture is therefore, very impottan strategy
implementation it is as fundamental as implemenéing executing the
chosen strategic plan which may involve moving théole
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organizational culture into alignment with strateg9ptimally, the
organizations culture should be in tune with sgggt®o that the execution
of the strategic plan can be truly powerful andcessful.

The corporate culture may be the philosophy, altifibelief and shared
values upon and around which the organization ¢eerdt may be
difficult to pin it down in any company’s activiseor accurately
characterise it. They manifest in people’s attitadd feelings. The stories
they tell the vibrations and gist that emanate ftbenwork environment.
People are usually proud to share and identify thighsuccess stories and
traditions and values of the organizations. Theéucelof a company can
be shaped by these:

o A belief in being the best

o A belief in superior quality of product or service

o A belief in the importance of individuals and alfiain their ability
to make strong positive contribution to the company

o A belief in the importance of details of executiand the nitty-
gritty of doing the job well.

o A belief in the saying that customers should resgpreme

o A belief in the importance of informality during mmnunication

o A recognition that growth and profit are importante the

company’s well.

In companies where these are strong culture, eaf@ptoyee must abide
by it or opt out and leave the company. Such conmagaare clear on what
they stand for, they take seriously the processhafping values and
reinforcing their cultural norms.

1.5 Fitting of Strategy and Culture

Usually, the strategy manager has the respongilefiensuring that the
strategy chosen can be executed within the givestaaints imposed by
the organization culture. So, it is the managezalership task to bring
the chosen strategy into alignment with the corgocalture.

In creating a “fit” between strategy and cultutee imanagement has to
consider the problem of needed changes and hownNohgtake to effect
the changes once started, to complete it and thantbe required fruits.
Normally, managerial actions taken to modify cogterculture should be
symbolic and substantive. The manager has to congidely and
convince the organization that more than cosmesigavolved. There
should be a competent team which is psychologicatlyjnmitted to
superior strategy execution.
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1.6 Creating a High Spirit of Performance

One of the most valuable strategy-implementing &kihe ability to instil
high level of commitment to strategic success armtéate an atmosphere
where there is constructive pressure to performeMan organization
consistently performs well (near its peak), thecouote is improved
strategic success. It becomes organization withnaate of excellence
where emphasis is on achievement. So, a spiritigli performance
pervades. Such an organization should strive hardievelop on a
consistent ability to produce results over prolahgeriods of time. It
must utilize the full range of rewards and punishtrit® establish and
enforce high standard of performance.

Normally, a number of performance measures arerpplace at every
level. These may include profitability at the caiqie level as well as
market share growth rates, sales, competitive ipasiand prospects. In
manufacturing, it may focus on unit manufacturingts, quality control,
the number of work stoppages and equipment breakdow

However, the success story of creating a spirttigh performance has
been on “intense focus on people”. The goal isdbayerything in the
organization involved and emotionally committedsitould involve a
tough-minded respect for individual employee, dimghess to train each
of them, setting a clear performance expectatiosantgng of enough
autonomy to each employee to stand out, excel antilibute.

An important aspect of the organizations cultumaaking champions out
of the people who turn in winning performances.

The spirit of high-performance results from a comaltion of factors, not
just a belief or philosophy or programme of the pany. It encompasses
factors such as words, network of practices symisiides, values and
policies pulled together to form a system that pomdl an ability to
achieve extraordinary results with ordinary peoflee drivers of the
system believe in the worth of the individual army @ttention to minute
details with an effort to do teeny-tiny things righ

There is a negative aspect of the high spirit perémce. Managers whose
units consistently perform poor should be removea@-@ssigned for their
own good. People who find themselves on the jop tdamnot handle are
unhappy. Besides, subordinates have the right tanbheaged with
competence, dedication and achievement. Unless llosis performs
well, they themselves cannot perform well.
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1.7 Linking Rewards to Performance

If strategy accomplishment is a top priority in arganization, then
reward structure must be linked explicitly and tigho actual strategic
performance decision on matters such as salargases, promotion, and
who gets which key assignment. The ways and mdaasarding praise
and recognition are the strategy implemeriteeemost attention getting,
commitment generating devices.

The way an individual is perceived to be doing @dygob and such
matters hardly escape the notices of scrutiny @ryewynember of an
organization.

Creating a tight between strategy and reward stractis best
accomplished by a natural agreement on strategigectves,

responsibility fixing and deadlines for achievimgin, and then treating
such achievement as contract. Then the contrastriaegic performance
should be the real basis for designing incentiegsjuating individual
efforts and handing out rewards. All managers numsterstand clearly
how rewards are calculated.

1.8 Internal Administrative  Support for  Strategy
Implementation

Another central task of strategy implementation cgons installing
internal administrative support system which camto the needs of the
strategy. A few of the re-occurring administratisgues are: (a) the kind
of strategy facilitating policies and proceduregs$tablish (b) getting the
right strategy critical information at the appr@e time, (c) the
“controls” that are needed to keep company ontiggegic course.

1.9 The Role of Strategy-Related Policies and Procedwse

Strategic change means changes in the way inteac@bities are

conducted and administered. Asking people to dleir actions and
practices always upset the internal order of thifitpere will be pockets
of resistance. The new and revised policies shfadtitate for any part

of the organization to resist or reject the chosteategy. Policies help to
enforce strategy implementation in a number of wagkiding:

a. They act as a lever for institutionalising strategsupportive
practices and operating procedures.

b. They place limit on independent action and set bdaues on the
kinds and direction of action that can be taken.

C. They act to align actions and behaviours with stpathroughout
the organization.
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d. They help to shape the character of the internakwbmate and
to translate the company’s philosophy to how thiaiggsdone.

e. They operationalise the corporate philosophy, thhemgaying a
key role in establishing a fit between corporatdtuta and
strategy.

Managers need to be inventive in strategy impleatent when
establishing supportive polices. For example, IBl@&icy of trying to
offer the best service of any company in the wasldts competitive
strategy and corporate philosophy.

However, too much policy can be as stifling as angr policy or as
chaotic as no policy at all. Sometimes, the bebtydor implementing

strategy is a willingness to let the subordinatis it any time they want
if it makes sense and works”.

In order to stay on top of how well strategy imp&atation is going, a
manager must develop a broad network of controld sources of
information both formal and informal. The reguldraanels could in
talking with key subordinates, reading written nrgpogetting feedbacks
from customers, watching competitive rival fiffreactions, tapping into
the flow of gossip through the grapevine, listentaghe minds of the
rank-and-file employees and first-hand observations

There is a need for strategy managers to guarecstgaiajor suppressors
by making sure that they have accurate informatiod a “feel” of the
existing situation. One major way of doing thidisregular visit “to the
field” and talking with different people at manyfférent levels.

1.10 Exerting Strategic Leadership

There is a litany of good strategic managementlwiswery simple, that
Is to say “formulate a sound strategic plan, im@ant, execute to the
fullest”. Obviously, this is easier said than done.

Exerting, “taking charge” leadership, being a “$§galug”, “ram rodding”

being one of the “movers and shakers” in the omgitn and getting
things done by coaching others to do it are noy e&dls. Moreso, a

strategy manager has different leadership roleplag such as chief
entrepreneur, chief administrator, crises solheskmaster, figure head,
spokesperson, resources allocator, negotiatorvatoti, adviser, policy
maker, consensus builder and role model. Sometimlesider should be
authoritarian and hardnosed and at other timegleeceptive listener and
a compromising decision maker. In some occasidres|dader plays a
highly visible role with extensive time commitmeAt.other times, there
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should just be a brief ceremonial performance witst details delegated
to subordinates.

Generally, the major challenges to the strategacldeship are that of
diagnosing situations, at hand and choosing anyhefseveral ways to
handle it.

Self-Assessment Exercises
1. Carefully examine the role of leadership in strateg
implementation.

1.11 Summary

The essential parts of strategy implementatiorhis tinit are related to
the company’s culture, leadership and rewards. dlespects are in
connection with personnel motivation, building o$teategy—supportive
culture, a spirit of high performance and adequeteards for excellent
work done.

1.12 References/Further Readings/Web Resources

Fahey, L. & Narayanan, V. K. (198@licro-environmental Analysis for
Strategic Management, West Publishing.

Porter, M. E (1980)Competitive Srategy: Techniques for Analysing and
Competitors, Industries Free Press.

Thompson, A. A. & Strickland, A. J. (1987#rategic Management:
Concept and Cases, Mc-Graw Hill/lrwin: USA.

1.13 Possible Answers to Self-Assessment Exerci3e(s
Answer to SAEs

1. The role of leadership in strategy implementaisocrucial and can
greatly impact the success or failure of an orgaion's strategic
initiatives. Here are seven key aspects to congitien examining
this role:

Effective leaders provide a clear vision and digectfor the
organization's strategy implementation. They aldi®u the
strategic goals, align them with the overall pugosand
communicate them to the entire team. This ensuvesyene
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understands the desired outcomes and works toveacdsnmon
objective.

Leaders play a critical role in aligning the stggtewith the
organization's culture, capabilities, and resourtasy assess the
organization's strengths and weaknesses, iderdfg,gand make
necessary adjustments to ensure the strategysibleand can be
effectively executed.

Leadership involves making important decisions myirstrategy
implementation. Leaders must analyse various optienaluate
risks, and choose the most suitable course of ractidheir
decisions should be well-informed, based on aceudata, and
aligned with the strategic objectives.

Leaders are responsible for allocating resourcésctefely to
support the strategy implementation. They ensurat ttne
necessary financial, human, and technological messuare
available and appropriately allocated to the releymojects and
initiatives. This involves prioritizing activitiespanaging budgets,
and optimizing resource utilization.

Leaders inspire and motivate their teams to actipalticipate in
strategy implementation. They create an environrtieattfosters
collaboration, trust, and innovation. Effective deess empower
their team members by delegating responsibilipesyiding them
with the necessary authority, and encouraging theafessional
development.

Leaders establish mechanisms to monitor the pregrestrategy
implementation and provide feedback to the teaneyTdet key
performance indicators (KPIs), track milestones) aegularly
assess the outcomes. Through constructive fee@mac&oaching,
leaders can guide their teams towards continuoysowvement
and course correction, if necessary.

Strategy implementation often involves organizaglonhange.
Leaders play a critical role in managing this cleahyg addressing
resistance, overcoming obstacles, and ensuring aotbm
transition. They communicate the need for change/ige support
to individuals and teams, and help them adapt t@ ways of
working.
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UNIT 5 IMPLEMENTING STRATEGY:
ORGANIZATIONS RESPONSE, INNOVATION
AND POLITICS

Unit Structure

1.1  Introduction

1.2 Learning Outcomes (LOSs)

1.3 Response and Innovation in Strategy Implemiemtat
1.4  Company Politics

1.5 Summary

1.6 References/Further Readings/Web Resources
1.7 Possible Answers to Self-Assessment Exercise(s)

1.1 Introduction

The strategic manager has as its responsibility fimenulation and
implementation of strategies. However, the sucoafsghe strategy
depends, to a large extent, on the working enviemmA flexible,
responsive and innovative internal environmentusial to the job of the
strategy manager. This goes along with qualityhef eadership in the
organization. The leadership of the organizatiooust take cognisance
of the internal company politics. The manager sthdnal able to identify
key individuals and coalition of groups in the canp so as to be also to
diffuse tensions before the leadership is challdnge

1.2 Learning Outcomes (LOSs)
By the end of this unit, you will be able to:

o identify the importance of company flexibility, pmsiveness,
and innovation in adapting to changing market comas and
gaining a competitive edge. They will understandvhihese
factors contribute to the long-term success anthsability of a
business.

o discuss the key roles of high leadership qualiighsas setting a
vision, inspiring and motivating teams, making &ggc decisions,
fostering a positive work culture, and driving angaational
performance.

o explain how well-designed reward systems can imgest and
motivate employees, leading to increased produgfiemployee
satisfaction, and organizational success. Studevits also
recognize the importance of aligning rewards witfjamizational
goals and values.
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o develop an understanding of organizational politassd the
potential dangers associated with it if not managféetctively.
) explore innovations in strategy implementationngay insights

into novel approaches, tools, and techniques ueedxecute
strategic initiatives effectively.

1.3 Response and Innovation in Strategy Implementiin

Formulation and implementation of strategy are vemuch the
responsibilities of the strategy manager. The tafskenerating fresh
ideas, identifying new opportunities can, certaimgt be accomplished
by a single individual. One of the most difficultsks of the strategic
leadership is generating dependable and workabkh frdeas from the
rank and file, managers and employees alike, analso promote an
entrepreneurial, opportunistic spirit that pernctsisistent adaptation to
changing conditions.

Certainly, a flexible, responsive and innovativeeinal environment is
tactical in fast-moving high technology industri@s,businesses where
products have short life cycles and growth depemnishew product
innovation, in managing widely diversified businepsrtfolios, in
industries where successful product differentiaisos key success factor,
and in business where the strategy for being lost-pooducer hinges on
productivity improvement and continuous cost remunct

A useful leadership technique is to make extrareffand pay special
attention to nourish and support people who arkngito champion new
ideas, innovations, better services, new produatsveho are eager for a
chance to try to turn their ideas into new divisionew businesses and
even new industries. The presence of a zealouantedr champion is
essential to any growing business. This is closellpwed by market
potential and project economy in that order. Usydhe rule is that the
idea of something new or something better eithedgia champion or it
dies.

The champion however, is usually persistent, coitiypet tenacious,
committed and even more than a bit fanatic abaeiidba and seeing it
through to success, for an organization to mairddirstory of successes,
an individual or group has to be encouraged tdguward ideas. Peoples
imaginations need to be encouraged to “fly in akctions”. Freedom to
experiment and informal brainstorming sessions riedoe a welcome
behaviour.

It is pertinent to note that people with creatidedas and innovations must
not be looked upon as disruptive, trouble some Bcinef makers. A
good manager should be able to promote trials angilling to tolerate
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mistakes and failures. Most ideas may not work vizeit a good try result

in learning even if the idea fails. A strategic rager should demonstrate
willingness to use all forms of ad-hoc organizadilioiorms such as task
forces and venture teams to support ideas.

It is also essential that the strategic manageuressthat rewards for a
successful champion are large and visible. Alsopfgewho champion an

unsuccessful idea should be encouraged to try agder than being

punished or sidelined.

1.4 Company Politics

In formulating and implementing strategies for anganization, politics

of the company must be considered. In fact, it @odive of any strategy
manager to presume that he can effectively forraudatd implement
strategies without being perceptive about the argdions politics and

being adept at the political manoeuvrings in thgaarzation.

Normally, in an organization, key individuals amdgps form coalitions
around the direction the organization should gaaguarticular issue or
issues. Each group may be pressing for the berafdspotentials of its
own ideas and vested interests. So, issues sutle aslitical objectives
that will take precedence and the lines of busipestolio that will be
given priority in resources allocation are usugiglitical. However,
internal politics should be seen as a factor itdng a consensus for the
alternative business strategy to employ and alsseitling the role and
contribution of each functional area in supporting business strategy.

In strategy implementation, politics plays a vitale. Internal political

considerations come in when critical decisions raggle and certainly
affects the organizational structure, for instanpmitical considerations
set in when decisions are taken on issues suchhasateas of
responsibility to be reorganized, who heads whét who reports to who
and who is in control of what resources. Politios @so involved when
considering the choice of individuals to fill keyogtions in the

organization, and which unit of the organizationwdd be allocated the
biggest sources. In many instances, politics cemattbns lead to the
formation of alliances in the organization.

Alliances are integral part of building an orgati@a-wide support for
strategic plan and in gaining consensus on thewarmechanics and
dynamics of strategy implementation. Essentialig tanager should
have astute political skills which are an assedtd¢ha help in orchestrating
the strategic process.

An essential ingredient of the company politicsfas the strategic
manager to be able to understand how the orgammapower structure
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works. The manager should be able to identify thase wield enormous
power and influence within the organization anddkecutive ranks. He
should know the groups that are “activists” or ‘amsts” and the ones
that are defenders of the “status quo” and wholedp when there is
confrontation or a “show down” on key decisions eafing the
organization. He should constantly monitor the aio® in which the
political winds are blowing on any particular isswhen major decisions
are to be made, strategy managers have to beigerisithe politics of
managing coalitions and reaching some consenstiie@ppropriate way
to go.

Sir Alastair Pilkington, chairman of Pilkington Bhers Limited captures
this situation very well when he asserted that:

| have never taken a major decision without consulting my colleagues. It
would be unimaginable. First, they help me make a better decisionin most
cases, secondly, if they know about it and agree with it, they will back it,
otherwise, they challenge it not openly, but subconsciously.

The strategic politics mainly concerns stimulatdmptions, nurturing of

support for good proposals and killing of the weaks, then guiding the
formation of coalitions on particular issues anging to achieve

consensus and commitment.

Thompson Strickland (1997) studied the politicattitzs that were
adopted in nine organizations and came up withHdhewing:

) Weakly-supported ideas and proposal are allowetlecahrough
inaction.
o Additional hurdles or tests are established favrgjty supported

ideas which the manager considers unacceptableticit are best
not supported openly.

o Keeping a low political profile on unacceptable poeals by
getting subordinate managers to say no.
o Allowing most negative decisions come from a greopsensus

that the manager merely confirms thereby reserangs own
personal vetoes for big issues and crucial moments.

° Leading the strategy but not dictating it, i.evigg few orders,
announcing few decisions, seeking to probe andfglantil a
consensus emerges.

o Staying alert to the impact of one’s actions ardeshents, lest a
false signal stimulates proposals and movementsinsalted
directions.

o Ensuring that all major power bases in the orgaimmahave

representation in or access to top management.
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Injecting new faces and new views into consideratid major
changes, to preclude those who are primarily ins@hfrom
coming to see the world the same way and then qdis
systematic screens against other views.

Minimising one’s own political exposure on issuekiah are
highly controversial and in circumstances whereogimon from
major centre can trigger a “shootout”.

The politics of strategy implementation is very @al when an
attempt is made to introduce a new strategy ag#essupport
enjoyed by the old strategy except in crisis sitimivhen it is
shown that the old strategy is out-of-date.

It is a bad politics to push the new strategy Viacks on the old
strategy which can be misconstrued as an attacthase who
formulated it. Besides, the old strategy might hawied the
organization as at that time and some of the pewpte made the
judgment can still be in a position where the supfmr the new
strategy is required and crucial.

To bring the full forces of an organization behandtrategic plan
calls for dealing with the most important centrdspotential

support and opposition to the new strategic thrugte supports
of the key people are required while serious opgmrs are

neutralized where and when necessary.

Self-Assessment Exercises

1. Briefly discuss the interactive effect of innovativand
responsive leadership in strategy implementation.
1.5 Summary

The action list for implementing strategy is expaasVirtually every
aspect of administrative work comes into play. keg aspects are as

follows:

1. Building a capable organization by choosing an appate
structure, establishing a destructive competenad saiecting
people for key positions.

2. Formulating  strategy-supportive  budget allocationnd a
programmes.

3. Galvanizing commitment to strategy execution vieative use of
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4. Devising policies, information and reporting netk®and internal
support systems to facilitate strategy execution.

Building a strategy-supportive culture and workaie.

Aligning and co-ordinating internal organization®gesses to fit
the requirements of strategy.

oo

1.6 References/Further Readings/Web Resources
Strategic Management — Wikipedia the Free Encydipe

Thompson. A. A. & Strickland, A. (1978)Irategic Management,
Concept and Cases, McGraw-Hiill.
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1.7 Possible Answers to Self-Assessment Exercise(s)
Answer to SAEs

1. Innovative leadership fosters a culture of creatjvencouraging
employees to think outside the box and generatelndeas for
strategy execution.

Responsive leadership ensures that leaders aratiagteto
changing market dynamics and customer needs, agpvior
timely adjustments to the strategy.

The combination of innovation and responsiveneables leaders
to identify new opportunities and adapt the stratagcordingly,
leading to a competitive advantage.

Innovative leaders inspire and empower employeestiog a
sense of ownership and commitment to the strategy
implementation process.

Responsive leaders actively listen to employee Haekl
incorporating their ideas and suggestions into #ietegy
execution, which increases engagement and prodlyctiv

The interactive effect of innovation and responsess
encourages experimentation and learning from fgupromoting
a culture of continuous improvement.

Innovative leadership drives the adoption of nesthit®logies and
processes that can enhance efficiency and effeesgein strategy
implementation.

Responsive leadership ensures that the strateggsaWith the
external environment, minimizing risks and cap#ialy on
emerging trends.

The synergy between innovation and responsivenesbles
leaders to navigate complex and uncertain situgatiéostering
agility and adaptability.

Ultimately, the interactive effect of innovative camesponsive
leadership enhances the organization's abilitxézate strategies
successfully, achieve goals, and drive long-terawg.
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UNIT 6 INFORMATION TECHNOLOGY MANAGEMENT
STRATEGIES

Unit Structure

1.1  Introduction

1.2 Learning Outcomes (LOSs)

1.3 Management Information System

1.4  Strategic Planning for Information Systems

1.5 Strategic Planning for Information Systems

1.6 Information System Strategic Planning “Tool’Kit
1.7  Business Opportunities offered by Informatiyst&m
1.8 Strategic Importance of Current Informationt8ys
1.9 Competitive Position

1.10 Internal Position

1.11 Summary

1.12 References/Further Readings/Web Resources
1.13 Possible Answers to Self-Assessment Exergise(s

1.1 Introduction

This unit deals with the strategic information gyst In recent times, the
principles of strategic management are being agpple manage
information system delivery. A little aspect ofdtapplication system is
enumerated in this unit. Details of the strategamagement information
system (SMIS) are not given in this unit as thecpss is still being fine-
tuned by various researchers.

explain factors such as system reliability, datacuaacy,
information accessibility, user satisfaction, aridjranent with
internal processes and workflows.

1.2 Learning Outcomes (LOS)
By the end of this unit, you will be able to:

o identify opportunities for leveraging technology tachieve
strategic goals and create a roadmap for implemgntformation
systems initiatives.

o analyse the organization's current IT capabiliigsntifying gaps,
and formulating strategies to bridge those gapsugport the
organization's strategic objectives.

o utilize various methodologies, frameworks, and sqmiovided in
the information system strategic planning "tool"kit
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o streamline the planning process, analyse the arghoin's current
IT environment, and identify strategic initiatives improve the
effectiveness and efficiency of information systems

) identify and evaluate potential business opporiemioffered by
information systems.

o evaluate the strategic importance of the currerbrination
system.

o analyse IT capabilities, technological innovatiomligital

transformation initiatives, and the strategic m#tion of
information systems to gain a competitive advantaglee market.

o assess the internal position of the organizatianfermation
systems.

1.3 Management Information System

There are many definitions of management infornmegigstem (MIS) just
as there are many definitions of strategic managéenk®owever, one of
the most recent definitions was given by Wolsteinkéoet al. (1993) who
defined MIS as including everything which dealshwihe computer
assisted flow and presentation of information.

1.4 Strategic Management Information System (SMIS)

This term represents only a subset of the totalagament information
system (MIS) portfolio. It is the set that is catesied critical to the future
or current business competitiveness and the surafvéhe particular
organization. The term is relative rather than aliso

1.5 Strategic Planning for Information Systems

In spite of the history of neglected planning, mmation system (IS)
needs effective strategic planning, and perhapsenttvan other than
functional areas. Planning and implementing an @pyate IS strategy
produces that organizational confidence that vafiteeffectively deliver
these strategic systems.

The surveys of the 1980s consistently a place ing@tolS strategic
planning first on any list of concerns for both uaad IS management.
Strategic planning results in a strategic plan kel any other plan or
strategy, once identified and documented, needsviag as part of an
ongoing planning process. Until an update is madethe focal point or
all implementation decisions.

The purpose of strategy planning for informatiosteyn (1S) is to identify
the most appropriate targets for technological stnd to schedule that
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technology for adoption. To a large extent, thatstgy planning process
must establish appropriate levels of shared comemtssince such plan
is intended to shape decision on future IS. Thegs®is not just to decide
on issues visible now; such a focus would more eatignally be called
an operating plan.

1.6 Information System Strategic Planning “Tool Kit’

Usually, the discussion on a range of tools thajhincontribute to an IS
planning “tool kit” are often lengthy. However, etipts will be made to
list the important aspects as these are very maldied to the tools
discussed on the general business managemengssaite units 1 to 15
of this course. These “tool kit” have been put iatohecklist to shorten
the unit and facilitate quicker understanding.

Strengths Weaknesses, Opportunities and ThreatsO§Wanalysis
forms a conventional and an essential tool in amgteggic planning
approach. SWOT has as its strength, the fact thatvery familiar and
its purpose and categories are well known. It $® @lonsidered both as
external and internal factors and when properlylusan balance the two.
SWOT analysis in IS includes the following:

Approach to Information System (IS)
Use of IS

Delivery of IS

Data management

Technical skills.

"0 TY

Therefore, the SWOT analysis is a reminder of #xednfor balance and
attempts to judge the options available. Therefoa®jng become aware
of the potential effect of Information System, vemaise SWOT to weight
up the risks involved.
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Table 6: Possible Responses on Basis of SWOT Anglys
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Strengths Weaknesses

Evaluation of Information System Capability

1.7 Business Opportunities Offered by Information $stem

Books have been written on the opportunities testilt from the impact
of Information System on industries and busines®es€ opportunities
have been categorized as follows:

Where the opportunity is to use technology-basstesy to make
more effective the integrative use of information the
organizations value adding process.

Where the opportunity is for an organization toelep, produce,
market and either deliver new or enhanced prodoictservices
based on information.

Where the opportunity is to provide executive mamagnt with
information to support the development and impletakgon of
strategies (Robson, 1997).

Table 7: Four potential business impacts of Inforian System
(Adopted from Benjamin et al, 1984)

Improve ways q
interacting with th Alter ways o

competitive market place ., neting

traditional ways

Improve
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Improve ways of managirAlter ways ofoperation

internal operations

Alter traditions ways

1.8 Strategic Importance of Current Information Sygem

Derived from BCG Matrix, is the Strategic Importaniatrix from Mc
Farlan and Mckenny (1983). The IS —Specific Mawikered by MC
Farlan and Mckenny is shown in Table 6. It separhtesiness by virtue
of the different degree to which IS/IT developmemdl create
competitive edge.

Strategic importance of

current information systems .
Low High

High

Turnaround Strategic

Factory

Strategic importance of
planned information systems

Low

Fig. 11: Strategic importance of current IS

1.9 Competitive Position

A number of techniques exists which support théysrmand assessment
of the organizations competitive position from &mplerspective. This set

of tools is dominated by the work of Michael Portar the nature,
structure and responses to competition.
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Gregory Partsons (1983) agrees that the strateggortance of IS could
be assessed using the frameworks defined by Poverk on the nature
of competition. On this five forces model was adaptby Porter

individual organization rather than at the indudeyel. This relative

power of the five forces models was adopted bydPa@md Miller (1985)

which operates at the level of an individual orgation rather than the
industry level.

This model can be used to assess whether IS cluenck the relative
power of the five forces and to question what Iparfunities relate to
those significant forces including opportunitiesttlexist to alter the
relative power of forces. A good IS strategy wouwdable the
organization to erect a barrier against potental entrants and change
the balance of power in supplier relationshipsawolur of the firm.

The classis five-force model of industry compeétiprovides a multi-
purpose model which can be used to assess anyigestry which can
be three major things.

a. The current situation
b. The opportunities
C. The threat.

Can IS change
barriers to entry

Can IS change Can IS change Can IS change
balance of the basis of balance of
power with competition power with

suppliers buyers

Can IS generate
new products or
services

Fig. 12: Porter’s five forces Model and IS adaptdcbm Michael E
Porter

Since these forces determine profitability, by dieiy the element that
created the degree of return on investment, theyige a way of
structuring general questions that can be askedtdbe role IS does/can
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play in the organization. Once the relative powhe five-force power
is determined, it is possible to analyse the opputies to use IS.
1.10 Internal Position

There are many IS strategy planning techniques rit@del or assess
aspects of the internal operations of the orgaimzaincluding its IS

management process. One is of the IS strategy. {Gelseric IS strategy,
which includes general planning, leading edge, maeket, monopoly,

scare resource and necessary evil (Robson, 1997).

Self-Assessment Exercises

1. Clearly distinguish between IS, MIS and SMIS.

2. Of what importance is strategic management to méion
system (IS) and information technology (IT)?

1.11 Summary

Strategy management is quite relevant in today’§ M8, IT/ICT. An
important aspect of strategic management in tiipeaet is the strategic
planning for information system. Various models én&een proposed to
buttress this fact. The Porter’s five-force modetxplained in this unit.

1.12 References/Further Readings/Web Resources

Robson, W. (1997 Srategic Management and Information System, 2nd
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Rowe, A. J., Maston R. O. Dickel, K. E.; Main R.B.;Mocker, R. J.
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1.13 Possible Answers to Self-Assessment Exerciefsthin
the content

1. IS, MIS, and SMIS are all related to informatigstems, but they
have different focuses and applications within an
organization. Here's a clear distinction betwe@sé¢h terms:

o Information Systems (IS): Information Systems (i8er to the
combination of people, processes, data, and tecpalsed to
manage and process information within an orgamnatilS
encompass various types of systems that colleate,sprocess,
and distribute information to support decision-nmgkioperational
activities, and strategic initiatives. It includesth the hardware
and software components used for managing and gsimgedata.

) Management Information Systems (MIS): Management
Information Systems (MIS) specifically focus on yiding
information and support for managerial decision-mgkvithin an
organization. MIS primarily collects, analyses, grdsents data
from various sources to assist managers in planm@irganizing,
and controlling operations. It involves generatiegorts, creating
dashboards, and implementing tools and technigqussrhimarize
and present data in a meaningful way. MIS helps apars
monitor performance, identify trends, and make rimied
decisions to achieve organizational objectives.

o Strategic Management Information Systems (SMISyat&gic
Management Information Systems (SMIS) are a speetform
of MIS that specifically address the strategic m®eed an
organization. SMIS are designed to provide exeestiand top-
level management with information and tools to supptrategic
planning, formulation, and execution. SMIS focus amalysing
internal and external data to identify opportumsitieassess
competitive landscapes, evaluate industry trenas,gaide long-
term decision-making. These systems facilitatetesgia thinking
and enable organizations to gain a competitive g through
the effective use of technology and information.

2. Strategic management plays a crucial role in tffectve
utilization and alignment of information systemiS)( and
information technology (IT) within an organizatiddere are
some key reasons why strategic management is iamgdd IS and
IT:

o Strategic management ensures that IS and IT ingsare aligned
with the overall business objectives and goalsnobranization.
It helps in identifying how IS and IT can contributo the
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organization's competitive advantage, operatioffadiency, and
innovation.

o Strategic management helps in determining the ailoe of
resources, including budget, personnel, and teolgyoto support
IS and IT initiatives. It enables organizationspitoritize their
investments in IS and IT projects based on theiatesgic
significance and potential impact on business oo

o Strategic management involves assessing and manacgks
associated with IS and IT. It helps in identifyimgptential
vulnerabilities, implementing appropriate secuntgasures, and
developing contingency plans to mitigate risks ansure business
continuity.

o Strategic management provides a framework for ngakiformed
decisions regarding IS and IT. It involves analgsthe internal
and external environment, evaluating technologtoahds, and
considering the organization's capabilities andtétions. This
facilitates strategic decision making related tachtelogy
adoption, system development, and IT investments.

o IS and IT can be significant sources of competiidgantage for
organizations. Strategic management helps in ijemgi how
technology can be leveraged to create unique pteducservices,
enhance operational efficiency, improve customgueernces,
and enable innovation. It enables organizationstay ahead of
their competitors by effectively utilizing IS and tapabilities.

o IS and IT initiatives often involve organizatiortdlanges, such as
process redesign, workflow automation, or impleratoh of new
systems. Strategic management provides a framework
managing these changes effectively, including comaation,
training, and stakeholder engagement. It helps inimizing
resistance to change and ensuring smooth trarsition

o Strategic management involves setting performanetics and
goals for IS and IT initiatives. It enables orgatians to measure
the effectiveness and impact of their technologyestments,
identify areas for improvement, and make necesadpystments
to enhance performance.
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