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1 Meaning, Nature, Scope, and Importance of
Strategic Management

* Meaning of Strategic Management

 Strategic management is the process of planning, implementing, and
evaluating strategies to achieve an organization's long-term goals. It
involves analyzing the internal and external environment, setting
objectives, and developing plans to stay competitive in the market.



Nature of Strategic Management

* Goal-Oriented: Focused on achieving long-term objectives.
* Dynamic Process: Adjusts to changes in the business environment.
* Future-Oriented: Anticipates future trends and prepares for them.

* Integrated Approach: Combines different business functions like
marketing, finance, and operations.

* Decision-Making Process: Helps in making informed and strategic
decisions.



Scope of Strategic Management

* Strategic management covers:

* Vision and Mission: Defining what the organization wants to achieve
and its purpose.

* Environmental Analysis: Studying internal strengths/weaknesses and
external opportunities/threats (SWOT analysis).

 Strategy Formulation: Developing plans to achieve objectives.
 Strategy Implementation: Executing the strategies effectively.

* Strategy Evaluation: Monitoring and assessing outcomes to ensure
success.



Importance of Strategic Management

* Provides Direction: Helps organizations set a clear path for the future.

* Improves Performance: Enhances efficiency and effectiveness in
achieving goals.

* Adapts to Changes: Prepares the organization to respond to market
dynamics.

* Builds Competitive Advantage: Helps the organization stand out in
the market.

* Encourages Innovation: Promotes creativity in developing new
products or processes.

* Ensures Sustainability: Focuses on long-term success and growth.



2 Model of Strategic Management and Corporate
Governance

* Strategic management models provide a framework for understanding and
executing the strategic management process. A common model involves
the following steps:
1. Strategic Intent

* Vision: Defines what the organization wants to achieve in the long term.
* Mission: Explains the purpose of the organization.

* Goals & Objectives: Sets measurable targets aligned with the vision and
mission.

e 2. Environmental Analysis

* Internal Analysis: Evaluates strengths and weaknesses using tools like
SWOT analysis.

e External Analysis: ldentifies opportunities and threats through PESTEL
analysis, industry trends, and competitive analysis.



3. Strategy Formulation

Corporate-Level Strategy: Focuses on the overall scope and direction of the
organization.

Business-Level Strategy: Determines how to compete in specific markets.
Functional Strategy: Aligns departmental activities with the overall strategy.
4. Strategy Implementation

Allocates resources, structures processes, and motivates employees to
execute the strategy effectively.

Focuses on leadership, organizational culture, and operational planning.
5. Strategy Evaluation

Monitors performance, measures results against objectives, and adapts
strategies based on feedback.



Corporate Governance

e Corporate governance refers to the system of rules, practices, and
processes through which a company is directed and controlled. It
ensures accountability, fairness, and transparency in a company's
relationship with its stakeholders, including shareholders,
management, employees, customers, and the community.



Key Elements of Corporate Governance

* Board of Directors
* The governing body responsible for overseeing the management of the company.
* Ensures the organization operates in the best interest of its stakeholders.

e Shareholder Rights

* Protects the rights of shareholders and ensures they have a say in significant
company decisions.

* Transparency

* Open and honest communication about the company's operations, financial
performance, and strategies.

* Accountability

* Ensures that management is accountable to the board and the board is accountable
to shareholders.

 Ethics and Integrity
* Promotes ethical decision-making and adherence to laws and regulations.



Importance of Corporate Governance

 Enhances Trust: Builds confidence among investors, employees, and
other stakeholders.

* Ensures Compliance: Adheres to legal and regulatory requirements.

* Prevents Mismanagement: Reduces the risk of fraud, corruption, and
conflicts of interest.

* Improves Decision-Making: Encourages fair and informed decisions
for long-term success.

e Attracts Investment: Good governance practices attract more
investors and capital.

 Protects Stakeholder Interests: Balances the needs of various
stakeholders.

 Sustainability: Promotes responsible business practices for long-term
growth.



Principles of Corporate Governance

* Fairness: Treats all stakeholders equitably.
* Transparency: Discloses relevant information timely and accurately.
* Responsibility: Ensures ethical conduct and compliance with laws.

* Accountability: Clearly defines roles and responsibilities of
management and the board.



Corporate Governance Framework

* Regulatory Compliance: Adheres to laws like the Companies Act,
Securities Exchange laws, and governance codes.

* Board Composition: Includes a mix of executive, non-executive, and
independent directors.

* Audit and Risk Management: Implements internal and external audit
systems to ensure accuracy and control risks.

» Stakeholder Engagement: Actively involves stakeholders in decision-
making processes.



Challenges in Corporate Governance

* Lack of Independence: Boards dominated by insiders may fail to
challenge management decisions.

* Insufficient Transparency: Inadequate disclosure of financial and
operational data.

e Conflict of Interest: Personal interests of board members or
management may conflict with organizational goals.

* Regulatory Gaps: Variations in governance practices across regions
and industries.



3 Process of strategic management and levels at
which strategy operates

The strategic management process involves a structured approach to setting
and achieving organizational goals. It is typically divided into the following
steps:

1. Setting Strategic Intent

Vision: Establishes the long-term aspirations of the organization.
Mission: Defines the purpose and core values of the organization.

Goals and Objectives: Sets specific, measurable, and time-bound targets.
2. Environmental Analysis

Internal Analysis: Evaluates strengths and weaknesses within the
organization (e.g., resources, capabilities).

External Analysis: Examines opportunities and threats in the external
environment using tools like SWOT, PESTEL, and Porter’s Five Forces.



3. Strategy Formulation

Corporate-Level Strategy: Focuses on overall business scope and
diversification.

Business-Level Strategy: Defines competitive positioning and market
approach.

Functional-Level Strategy: Aligns departmental functions with overall strategy.
4. Strategy Implementation
Allocates resources and assigns responsibilities to execute the chosen strategy.

Focluse§ on organizational structure, leadership, culture, and operational
planning.

Includes communication and employee engagement for successful execution.
5. Strategy Evaluation and Control

Monitors performance metrics and compares them to objectives.

Identifies gaps and takes corrective actions to improve strategies.

Ensures adaptability in a dynamic environment.



Levels at Which Strategy Operates

Strategic management operates at three primary levels, each focusing on different aspects
of organizational goals and operations:

1. Corporate-Level Strategy
Focus: Overall direction and scope of the organization.

* Key Decisions:
* Which industries or markets to enter or exit.
* Diversification or focus strategies.
* Resource allocation across business units.

Example: A company decides to diversify into new sectors like healthcare or technology.
2. Business-Level Strategy
Focus: How a business unit competes in a specific market.

Key Decisions:
* Competitive strategies such as cost leadership, differentiation, or focus.
* Target customer segments and value propositions.

Example: A clothing brand focuses on premium quality and targets high-income
consumers.



3. Functional-Level Strategy

Focus: Specific functional areas like marketing, operations, finance, and
HR.

Key Decisions:

Optimizing processes to support business-level strategies.
Aligning departmental goals with overall objectives.

Example: The marketing team designs a digital campaign to increase
JENRPIEWEIGCIESS

Integration of Strategy Levels
All three levels must work cohesively:
Corporate-level strategy sets the overall direction.

Business-level strategy determines how individual units contribute to
corporate goals.

Functional-level strategies ensure efficient execution of plans.



4 Strategic intent Vision, Mission, Business
definition, Goals and Objectives

* Strategic Intent

* Strategic intent is the organization’s commitment to achieving ambitious, long-term goals that
shape its vision, mission, and objectives. It reflects the organization’s purpose, direction, and
aspirations.

1. Vision
* Definition

e Avision is a clear, inspiring statement of what the organization aims to achieve in the long term. It
represents the future position the organization aspires to reach.

* Characteristics

* Future-oriented and aspirational.

* Provides a sense of purpose and direction.

* Motivates employees and stakeholders.

 Example

* "To be the most customer-centric company in the world." — Amazon



2. Mission
Definition

A mission defines the organization’s purpose and reason for existence.
It explains what the organization does, who it serves, and how it adds
value.

Characteristics

Focuses on the present.

Guides day-to-day operations and decision-making.
Reflects the organization’s values and principles.
Example

"To organize the world’s information and make it universally accessible
and useful." — Google



3. Business Definition
Definition

The business definition clarifies the scope of the organization’s operations by
identifying:

Customer Needs: What needs the organization aims to satisfy.
Customer Groups: The target audience or market segments.

Technologies/Processes: How the organization delivers its products or
services.

Purpose

Helps in identifying the organization’s niche and competitive edge.
Facilitates strategic planning and positioning.

Example

A smartphone manufacturer may define its business as: "Meeting
communication and digital lifestyle needs of tech-savvy customers using
innovative mobile technology."



4. Goals
Definition

Goals are broad statements that outline what the organization intends
to achieve over the long term. They are general and qualitative in
nature.

Characteristics

Aligned with the vision and mission.

Provide direction for strategic actions.

Focus on overall outcomes rather than specifics.
Example

"Increase global market share in the next five years."



5. Objectives

Definition

Objectives are specific, measurable targets that help
organization’s goals. They are short-term and actionable.

Characteristics

Specific: Clearly defined.

Measurable: Quantifiable to track progress.
Achievable: Realistic and attainable.
Relevant: Aligned with the vision and mission.

Time-bound: Set within a defined timeframe (SMART criteria).

Example
"Increase customer retention rate by 20% within two years.”

achieve the



5 PESTEL Analysis and PORTER Five Forces Model

« PESTEL Analysis

* PESTEL analysis is a strategic tool used to examine external macro-
environmental factors that affect an organization. It stands for
Political, Economic, Social, Technological, Environmental, and Legal
factors.

1. Political Factors
* Refers to government policies and political stability.

* Includes taxation policies, trade restrictions, labor laws, and
corruption.

* Example: Changes in import/export regulations can impact global
supply chains.
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2. Economic Factors

Includes economic growth, inflation rates, unemployment, and
exchange rates.

Affects consumer purchasing power and investment decisions.
Example: High inflation may reduce customer spending.
3. Social Factors

Covers cultural trends, demographics, education levels, and lifestyle
changes.

Reflects consumer behaviors and societal attitudes.

Example: Increasing health consciousness has boosted the demand for
organic food.



4. Technological Factors

Includes advancements in technology, automation, R&D, and
Innovation.

Impacts product development and operational efficiency.
Example: The rise of e-commerce has reshaped the retail industry.
5. Environmental Factors

Refers to ecological and environmental aspects like climate change,
sustainability, and waste management.

Organizations must adapt to environmental laws and consumer
preferences for eco-friendly products.

Example: Stricter emission regulations impact the automotive industry.



6. Legal Factors

Covers laws related to consumer protection, employment, health, and
safety.

Ensures compliance with international and local regulations.

Example: Data protection laws like GDPR influence how companies
manage user data.



Porter’s Five Forces Model

Porter’s Five Forces is a framework for analyzing the competitive
environment of an industry. It identifies five forces that influence
profitability and competitive intensity.

1. Threat of New Entrants
Measures how easily new competitors can enter the market.

Barriers to entry (e.g., high capital requirements, government regulations)
reduce the threat.

Example: High brand loyalty in the soft drink industry limits new entrants.
2. Bargaining Power of Suppliers

Assesses the influence suppliers have over pricing and terms.

High power exists when few suppliers dominate or offer unique products.
Example: Exclusive raw material suppliers can drive up prices.
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3. Bargaining Power of Buyers
Evaluates the ability of customers to influence pricing and quality.

Buyers have high power when they can switch suppliers easily or purchase in
bulk.

Example: Retail giants like Walmart negotiate favorable terms with suppliers.
4. Threat of Substitutes

Analyzes the availability of alternative products that meet similar needs.
High threat exists when substitutes offer better value or lower costs.

Example: Streaming services have become substitutes for traditional cable
TV.

5. Industry Rivalry
Measures competition among existing players in the market.
Intense rivalry occurs in saturated markets with similar products.

Example: The smartphone industry has fierce competition among major
brands.



6 VRIO Framework, EFE Matrix and IFE matrix

1. VRIO Framework

* The VRIO Framework is a tool used to evaluate an organization's internal resources and capabilities to
determine their potential for achl_evm%_a sustainable competitive advantage. It assesses resources based on
four key criteria: Value, Rarity, Imitability, and Organization.

 Components of the VRIO Framework

* Value
* Does the resource or capability provide value to customers or help exploit opportunities and neutralize threats?
* Yes: It adds competitive value.
* No: Theresource is a liability.

* Rarity
* |sthe resource or capability rare and not possessed by many competitors?
* Yes: It creates uniqueness.
* No: Itis widely available and may lead to parity.

e Imitability
* Isthe resource or capability difficult or costly to imitate?
* Yes: It becomes a source of sustained advantage.
* No: Competitors can replicate it easily.

* Organization
* |sthe organization structured and equipped to exploit the resource effectively?
* Yes: The resource can deliver maximum value.
* No: The potential advantage is not realized.



Outcome of VRIO Analysis

* Sustained Competitive Advantage: Resources meet all four criteria
(VRIO).

 Temporary Competitive Advantage: Resources meet some but not all
criteria.

 Competitive Parity: Resources meet only the Value criterion.

 Competitive Disadvantage: Resources fail to meet the Value
criterion.

2. EFE (External Factor Evaluation) Matrix

* The EFE Matrix is a strategic tool used to evaluate external
opportunities and threats in an organization's external environment.
It helps in identifying the factors that can impact the organization's
performance.



Steps to Develop an EFE Matrix

* ldentify Key External Factors
* List critical opportunities and threats affecting the organization.
* Assign Weights
* Assign a weight to each factor (ranging from 0.0 to 1.0) based on its
importance. The total weight should equal 1.0.
* Rate the Factors

» Rate each factor on a scale of 1 to 4:
* 1=Poor response
e 2 =Below average
e 3 =Above average
* 4 = Excellent response

e Calculate Weighted Scores
* Multiply the weight by the rating for each factor.



Total Weighted Score

* Add all weighted scores to get the total score, which ranges from 1.0 to 4.0.
* Interpretation

e Score > 2.5: Organization is responding well to external factors.
* Score < 2.5: Organization needs to improve its response.

3. IFE (Internal Factor Evaluation) Matrix

* The IFE Matrix is a strategic tool used to evaluate an organization’s
internal strengths and weaknesses. It provides insights into how well
the organization is leveraging its internal resources.



Steps to Develop an IFE Matrix

* Identify Key Internal Factors
 List critical strengths and weaknesses within the organization.

* Assignh Weights

* Assign a weight to each factor (ranging from 0.0 to 1.0) based on its importance. The total weight
should equal 1.0.

 Rate the Factors

* Rate each factor on a scale of 1 to 4:
e 1= Major weakness
e 2= Minor weakness
e 3= Minor strength
e 4 = Major strength

e Calculate Weighted Scores
e Multiply the weight by the rating for each factor.

* Total Weighted Score
* Add all weighted scores to get the total score, which ranges from 1.0 to 4.0.

* Interpretation
e Score > 2.5: Strong internal position.
e Score < 2.5: Weak internal position.



7 Situational Analysis using SWOT approach

* Situational Analysis Using the SWOT Approach

 SWOT analysis is a strategic planning tool used to evaluate an
organization’s Strengths, Weaknesses, Opportunities, and Threats. It
provides a framework for understanding the internal and external
factors affecting an organization’s ability to achieve its objectives.

* 1. Components of SWOT Analysis
* A. Strengths (Internal Factors)

e Strengths are the internal attributes or resources that give the
organization a competitive advantage.



* Examples:
e Strong brand reputation.
 Skilled workforce.
* Advanced technology.
* Robust financial resources.

* B. Weaknesses (Internal Factors)

* Weaknesses are internal limitations or challenges that hinder the
organization’s performance.

* Examples:
e Outdated technology.
* Limited product range.
* Poor customer service.
* Weak marketing capabilities.



 C. Opportunities (External Factors)

e Opportunities are external conditions or trends that the organization can
capitalize on for growth.

 Examples:
* Emerging markets.
e Technological advancements.
* Favorable government policies.
* Growing customer demand for sustainable products.

* D. Threats (External Factors)

* Threats are external challenges or risks that could negatively impact the
organization.

* Examples:
* Increased competition.
* Economic downturns.
e Changes in regulations.
* Disruptive innovations.



2. Steps for Conducting SWOT Analysis

Internal Analysis:

|ldentify strengths and weaknesses by examining internal operations, resources, and
capabilities.

External Analysis:

Assess the external environment to pinpoint opportunities and threats using tools like
PESTEL or Porter’s Five Forces.

Matrix Development:
Organize findings into a four-quadrant SWOT matrix for clarity.

3. SWOT Matrix Template

StrengthsWeaknesses1. List key strengths1. List key
weaknesses2.2.0pportunitiesThreats1. List key opportunitiesl. List key
threats2.2.4. Strategic Implications of SWOT

After identifying SWOT factors, the next step is to develop strategies to
address them effectively:



* SO (Strengths-Opportunities) Strategies

* Use strengths to capitalize on opportunities.
Example: A company with strong R&D capabilities can leverage emerging
technologies to create innovative products.

WO (Weaknesses-Opportunities) Strategies

* Overcome weaknesses to take advantage of opportunities.
Example: Improving digital marketing capabilities to tap into online market
growth.

* ST (Strengths-Threats) Strategies

* Use strengths to mitigate threats.
Example: A strong distribution network can help counteract supply chain
disruptions.

 WT (Weaknesses-Threats) Strategies

* Minimize weaknesses and avoid threats.
Example: Streamlining operations to reduce costs and counteract increased
competition.



8 Competitive Strategy: Cost Leadership, Differentiation
& Focus and Outsourcing/Offshoring

Competitive Strategies

Competitive strategies are the methods organizations use to achieve a competitive
advantage in the marketplace. Michael Porter identified three key strategies: Cost
Leadership, Differentiation, and Focus. Additionally, modern businesses often rely on
Outsourcing and Offshoring as part of their strategic toolkit.

1. Cost Leadership Strategy

This strategy focuses on becoming the lowest-cost producer in the industry while
maintaining acceptable quality. The aim is to offer products or services at lower prices
than competitors, attracting price-sensitive customers.

Key Features:

High efficiency and economies of scale.

Use of advanced technology to reduce costs.
Strong focus on supply chain management.
Minimal spending on non-essential activities.



Advantages:

Attracts a broad customer base.

Protects against price wars.

Increases market share through competitive pricing.
Challenges:

Quality may suffer due to cost-cutting.

Difficult to sustain long-term in a competitive environment.
Vulnerable to changes in raw material prices.

Example: Walmart and McDonald's are known for their cost leadership
strategies.



2. Differentiation Strategy

This strategy focuses on offering unique products or services that

customers perceive as superior. The goal is to justify higher prices by
providing distinct value.

Key Features:

Emphasis on innovation and creativity.

High-quality products or exceptional customer service.
Strong branding and marketing efforts.



* Advantages:

* Builds customer loyalty.

* Higher profit margins due to premium pricing.

* Reduces direct competition by creating a niche.

* Challenges:

* High investment in R&D and marketing.

* Risk of imitation by competitors.

* Requires a deep understanding of customer preferences.

 Example: Apple’s innovative and premium products exemplify the
differentiation strategy.



3. Focus Strategy

The focus strategy targets a specific market segment or niche, rather
than competing across the entire market. It can be further divided
Into:

Cost Focus: Offering low-cost products to a specific group.

Differentiation Focus: Offering specialized products tailored to the
needs of a niche market.

Key Features:

Deep understanding of the target market.
Customization to meet specific customer needs.
Strong relationship with the niche audience.



Advantages:

Reduced competition in the niche segment.

High customer satisfaction and loyalty.

Better alignment with market-specific trends.

Challenges:

Limited market size.

Risk of being overtaken by larger competitors entering the niche.
Dependency on one market segment.

Example: Rolls-Royce targets a niche market with luxury vehicles.



4. Outsourcing and Offshoring

Modern businesses often adopt Outsourcing and Offshoring strategies
to improve efficiency and reduce costs.

A. Outsourcing

Outsourcing involves delegating certain business functions or processes

to an external organization, often to leverage expertise or cost
advantages.

Commonly Outsourced Activities:
IT services

Customer support

Manufacturing

HR and payroll management



Advantages:

Focus on core competencies.

Reduced operational costs.

Access to specialized expertise.

Challenges:

Risk of data breaches and confidentiality issues.
Loss of control over quality.

Dependency on external vendors.



B. Offshoring

Offshoring involves relocating business operations to another country to
benefit from lower costs or favorable business conditions.

Key Features:

Lower labor and operational costs.

Access to global markets.

Tax and regulatory advantages in some countries.
Advantages:

Significant cost savings.

Access to a skilled global workforce.

Operational efficiency through time zone advantages.
Challenges:

Cultural and communication barriers.

Political and economic instability in the host country.
Logistical challenges.



9 Directional Strategy: Growth strategies, Stability
Strategies & Retrenchment Strategies and Functional
Strategies

* Directional Strategy

* Directional strategies guide an organization’s overall direction and
growth. They help determine the broad approach an organization
takes to achieve its goals and are categorized into Growth Strategies,
Stability Strategies, Retrenchment Strategies, and Functional
Strategies.

* 1. Growth Strategies

* Growth strategies aim to expand the organization's operations,
market share, or profitability. Organizations use these strategies to
leverage opportunities and achieve higher performance.



Types of Growth Strategies:

Intensive Growth:

* Focus on improving market position with existing products or services.
* Includes:

* Market Penetration: Increasing sales in existing markets.

* Market Development: Entering new markets with existing products.

* Product Development: Introducing new products in existing markets.

Integrative Growth:
e Achieved by acquiring or merging with other organizations.
* Includes:

* Horizontal Integration: Acquiring competitors.

* Vertical Integration: Expanding along the supply chain (backward integration with suppliers or forward
integration with distributors).

Diversification Growth:
e Expanding into new products or markets.
* Includes:

* Related Diversification: Entering markets related to the current business.
* Unrelated Diversification: Entering completely new markets or industries.

Example:
A retail chain opening new stores in untapped regions is following a growth strategy.



2. Stability Strategies

Stability strategies aim to maintain the current level of operations. These are
suitable when the organization is performing well and does not see immediate
opportunities for growth.

Key Features:

Focus on maintaining market share and profits.
Used during periods of uncertainty or consolidation.
Emphasis on efficiency and consistency.

Types of Stability Strategies:

Pause/Proceed with Caution: Taking a temporary break to assess the environment.
No-Change Strategy: Continuing operations without significant modifications.
Profit Strategy: Cutting costs to improve profitability.

Example:

A manufacturing firm keeping its production levels steady during an economic
slowdown.



3. Retrenchment Strategies

Retrenchment strategies are adopted when an organization is facing
challenges and needs to reduce operations, restructure, or cut losses.

Key Features:

Focus on survival and improving financial stability.

Often involves downsizing or divesting underperforming units.

Types of Retrenchment Strategies:

Turnaround Strategy: Improving efficiency and cutting costs to recover.

Divestment Strategy: Selling off parts of the business that are not profitable
or do not align with core goals.

Liquidation Strategy: Closing down the business and selling its assets.
Example:
A company selling off non-core divisions to focus on its primary business.



4. Functional Strategies

Functional strategies are the specific approaches ad0|i)ted by various departments
#functions) of an organization to support the overall business strategy. These strategies
ocus on optimizing the efficiency and effectiveness of business operations.

Examples of Functional Strategies:

Marketing Strategy:
Includes branding, promotion, and distribution strategies to reach target customers.
Example: Launching an aggressive advertising campaign to capture market share.

Financial Strategy:
Focuses on managing financial resources effectively.
Example: Cost-cutting measures to improve profitability.
Operations Strategy:
Optimizing processes, supply chain, and quality management.
Example: Automating production lines to increase efficiency.

Human Resource Strategy:
Attracting, retaining, and developing talent.
Example: Offering competitive salaries and training programs.

R&D Strategy:

Investing in innovation and new product development.
Example: Allocating resources to develop eco-friendly products.



10 BCG Matrix, Ansoff Grid, GE Nine Cell Planning and
Hofer’s Product Market Evolution Matrix, McKinney 7’s
Framework

 Strategic Frameworks and Models

e Several strategic frameworks help businesses make decisions about growth,
resource allocation, and managing their portfolios. Here’s an overview of the BCG
Matrix, Ansoff Grid, GE Nine-Cell Planning Matrix, Hofer’s Product-Market
Evolution Matrix, and the McKinsey 7S Framework.

* 1. BCG Matrix (Boston Consulting Group Matrix)

* The BCG Matrix helps companies analyze their product portfolio and make
strategic decisions about resource allocation. It classifies products (or business
units) based on two key factors: market growth rate and relative market share.

e Categories in the BCG Matrix:

 Stars:

High market share in a fast-growing industry.

Need heavy investment to maintain or increase growth.
Potential for high returns.

Example: Apple iPhone in the smartphone market.



e Cash Cows:
* High market share in a mature, low-growth industry.
* Generate more cash than needed for maintenance.
* |Invest less but provide funds for other segments.
* Example: Microsoft Office suite.

* Question Marks (Problem Child):

* Low market share in a high-growth industry.
* Require significant investment to increase market share.
e Can either become Stars or fail.

 Example: New and emerging technology products.

* Dogs:
* Low market share in a low-growth industry.
* Poor performance, minimal returns.
* May need to be divested or discontinued.
* Example: Declining print media.



BCG Matrix Example:

 Market Share High Low High Growth Stars (high investment needed)Question Marks
(investment required)Low Growth Cash Cows (generate excess cash)Dogs (potential for
divestment)2. Ansoff Grid (Product-Market Expansion Grid)

The Ansoff Grid helps businesses decide on growth strategies by considering current and
new products and current and new markets. It provides four strategic options:

Market Penetration:
* Focus on increasing sales of existing products in current markets.
* Example: Increasing market share through advertising or promotional efforts.

Product Development:
* Introduce new products to existing markets.
* Example: A smartphone company launching new models.

Market Development:
* Enter new markets with existing products.
* Example: A fast-food chain expanding into a new country.

Diversification:
* Introduce new products to new markets.
* Example: A tech company moving into the fashion industry.
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Ansoff Grid Example:

* Existing MarketsNew MarketsExisting ProductsMarket
PenetrationNew ProductsMarket Development3. GE Nine-Cell
Planning Matrix

* The GE Nine-Cell Matrix is a tool for portfolio analysis. It evaluates
business units based on two factors: industry attractiveness and
business unit strength. This matrix provides a more detailed
approach compared to the BCG Matrix.

* Key Elements:

* Industry Attractiveness: Factors like market growth, competition, and
profitability.

* Business Unit Strength: Factors like market share, brand strength,
and operational efficiency.
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Nine-Cell Grid:

* Top-left cells (high attractiveness, strong unit strength): Invest and grow.

 Middle cells (medium attractiveness, moderate strength): Selective
investment.

* Bottom-right cells (low attractiveness, weak strength): Divest or harvest.

* GE Nine-Cell Matrix Example:

* Industry Attractiveness HighMediumL owBusiness Unit Strength Invest
and GrowSelective Investment Divest or Harvest(Top-left)(Middle)(Bottom-
right)4. Hofer’s Product-Market Evolution Matrix

* Hofer’s Product-Market Evolution Matrix helps companies decide on
strategies based on the life cycle of their products and markets. It
considers the product’s stage in the market and its development stage:
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Categories:

 Market Development: Introducing an existing product into a new
market.

* Product Development: Developing a new product for an existing
market.

* Diversification: Moving into new products and markets.

* Harvesting: Gradually reducing investment in a declining
product/market.

* Example:
* Early Stages: Product development and market penetration.
* Mature Stages: Diversification, harvesting, and market development.



5. McKinsey 7S Framework

The McKinsey 7S Framework is a model that helps organizations align key
elements to ensure effective strategy implementation. It is useful for

examining both the internal environment of the company and the alighment
of these elements.

The 7S:

e Strategy: The plan to achieve competitive advantage.

e Structure: The organization’s setup and hierarchy.

e Systems: Processes and procedures that govern the company’s operations.
e Shared Values: Core beliefs and culture that guide the company’s actions.
e Skills: The capabilities and expertise of the employees.

e Staff: The company’s human resources and talent management.

 Style: Leadership approach and organizational behavior.

Use of McKinsey 7S:

The framework is used to analyze the alignment between these elements and
ensure that they are working cohesively to support the strategy.



11 Organizational Structures: Matrix, Network &
Modular/Cellular and Reengineering

* Organizations design their structure to optimize efficiency, innovation, and
flexibility. Different structures are suited to various strategic goals and
operational needs. Here’s an overview of Matrix, Network, Modular/Cellular,
and Reengineering structures.

* 1. Matrix Organizational Structure

* The Matrix Structure is a hybrid model that combines both functional and
divisional structures. In this structure, empIO}/ees report to two managers: one
from the functional side (such as marketing, finance, or HR) and one from the
project or product side.

* Key Features:

* Dual Reporting: Employees have two bosses—one from the functional
department and one from the project or product team.

* Cross-functional Teams: Emphasizes collaboration across departments and
resources to achieve goals.

* Flexible and Dynamic: Encourages innovation and responsiveness to change.



* Advantages:

e Facilitates efficient communication and collaboration between
departments.

* Allows for the sharing of resources across different projects.

* Promotes a balance between functional expertise and project focus.
e Disadvantages:

 Conflicts may arise due to dual reporting lines.

 Complex and difficult to manage as employees may experience
confusion regarding priorities.



2. Network Organizational Structure

The Network Structure relies on outsourcing and partnerships, where the company
maintains its core activities and outsources non-core functions to external entities or
partners. It is a decentralized approach where the organization works with a network of
Independent entities that perform various functions.

Key Features:
Outsourcing: Non-core functions are outsourced to third parties.

Decentralized: Functions such as production, logistics, or customer service can be handled
by external organizations.

Core Competence Focus: The organization focuses on its core strengths and competencies
while collaborating with other entities for complementary tasks.

Advantages:

Flexibility in operations and reduced costs through outsourcing.

Access to specialized expertise from external partners.

Quick to adapt to market changes without heavy investment in infrastructure.
Disadvantages:

Less control over outsourced activities.

Potential for dependency on external partners.

Communication issues may arise between the organization and its external partners.



3. Modular/Cellular Organizational Structure

The Modular/Cellular Structure is based on dividing the organization into small, self-contained
units or "cells," each focused on specific functions or products. These cells work autonomously,
with a high degree of flexibility and adaptability.

Key Features:

Autonomous Cells: Independent, self-contained units or teams that perform a specific function,
project, or task.

Decentralized Decision-making: Each cell has the freedom to make decisions within its scope of
responsibility.

Flexibility and Scalability: Easy to adapt and scale based on demand or changes in the market.
Advantages:

Encourages innovation and quick decision-making at the team level.

Provides flexibility in responding to changes in the market or environment.

Promotes specialization and autonomy within teams.

Disadvantages:

Risk of fragmentation if cells do not coordinate well.

Duplication of effort if different cells perform similar tasks.

Challenges in maintaining consistency across the organization.

Example:



4. Reengineering Organizational Structure

Reengineering refers to the process of radically redesigning business processes to achieve
significant improvements in performance, such as cost reduction, increased efficiency, or
customer satisfaction. It’s often linked to restructuring an organization’s processes, technology,
and workflow.

Key Features:

Process-Oriented: Focuses on redesigning workflows and processes rather than simply
adjusting the organizational structure.

Radical Change: Involves fundamental changes, rather than incremental adjustments, to
achieve major improvements.

Technology Integration: Often incorporates technology and automation to streamline
operations.

Advantages:

Significant improvements in efficiency and cost savings.

Better customer service through streamlined processes.
Greater alignment of business processes with strategic goals.
Disadvantages:

Can be disruptive and lead to employee resistance.

High upfront costs for technology and restructuring.

Risk of neglecting employee morale and organizational culture.



12 Strategy Evaluation & Control process, Types of
controls and Activity based costing

Strategic management is an onﬁoing process that includes strategy formulation,
implementation, and evaluation. The strat%gy evaluation and control process is critical
to ensure that the company is on track and adjusting as needed. Additionally, types of
controls and activity-based costing (ABC) play an essential role in assessing performance
and managing costs effectively.

1. Strategy Evaluation & Control Process

The Strategy Evaluation & Control Process ensures that the company’s strategy is being
implemented effectively and is achieving its objectives. It involves monitoring, reviewing,
and assessing the strategy to make necessary adjustments.

Key Steps in the Strategy Evaluation & Control Process:

Establishing Performance Standards:
» Set clear and measurable goals based on the strategic plan.
* Performance standards could be financial (e.g., profitability) or non-financial (e.g., customer
satisfaction).
Measuring Actual Performance:
e Track and measure actual performance against the established standards.
e Use gquantitative (e.g., sales data) and qualitative (e.g., customer feedback) metrics.



 Comparing Actual Performance with Standards:
* |dentify any deviations between actual performance and expected standards.
* These deviations can be favorable (better performance) or unfavorable
(underperformance).
e Taking Corrective Action:
 If performance does not meet expectations, corrective actions are required.

* These actions could involve revising the strategy, adjusting resources, or changing
operational practices.

* Continuous Monitoring and Feedback:
e Regularly monitor the environment, competitors, and industry trends.
* Use the feedback to adapt and adjust strategies as needed for continued success.

* Example:

* A company has set a target to increase sales by 10% over the next year.
Regular checks are made every quarter to track sales growth, and if the
sales are falling short, corrective actions such as increasing marketing
efforts or launching new products may be taken.



2. Types of Controls

Controls are mechanisms used to ensure that organizational goals and objectives are
achieved. There are three main types of controls in management:

1. Feedforward Control (Proactive):
Purpose: Prevents problems before they occur.

Foclus: Input-related activities, such as resources, budget allocation, and initial
planning.

2. Concurrent Control (Real-Time):
Purpose: Monitors ongoing activities and processes.
Focus: Ensures that operations are carried out according to the plan during execution.

Example: During a production process, a supervisor checks the quality of work,
addresses issues immediately, and ensures efficiency.

3. Feedback Control (Reactive):
Purpose: Corrects problems after they occur.

Focus: Output-related activities, such as financial performance or customer satisfaction,
to assess how well objectives are met.

Example: After the quarterly financial results are published, the management reviews
the deviations from the budget and adjusts future actions accordingly.



Comparison of Controls:

 Activity-Based Costing (ABC)

 Activity-Based Costing (ABC) is a method used to assign costs to
products or services based on the activities that go into producing
them. It provides a more accurate way of costing by identifying the
activities involved and tracing the cost of each activity to the product

or service.



* Key Features of ABC:

* Activities as Cost Drivers: ABC recognizes that activities consume
resources, and these activities drive costs. Each product or service
consumes different amounts of activity.

 Assigning Costs: Instead of using a broad allocation based on
production volume, ABC assigns costs based on the actual activities
that contribute to the production of a product.

e Accurate Costing: Provides a more accurate cost per product or
service by assigning indirect costs (like overhead) based on actual
consumption.



Steps in ABC:

Identify Activities: List all activities involved in the production process (e.g.,
machine setup, quality inspection, packaging).

Determine Cost Drivers: Identify the factors that drive the cost of each
activity (e.g., number of machine hours, inspection time).

Assign Costs to Activities: Allocate indirect costs to activities based on the
cost drivers.

Allocate Activity Costs to Products: Finall1y, assign the activity costs to
products or services based on their usage of each activity.

Example:

A manufacturing company may produce two products: Product A (high-
volume) and Product B ?Ilow-volume). Using traditional costing, overhead
may be spread equally across both products, but ABC may show that
Product A uses more machine setup time, while Product B uses more
inspection time. As a result, the company assigns higher overhead costs to
Product B, providing a more accurate reflection of costs.



Advantages of ABC:

Accuracy: Provides more accurate product costing by linking costs to
specific activities.

Better Decision-Making: Helps in pricing, product mix decisions, and
identifying cost-saving opportunities.

Cost Control: Identifies non-value-added activities and helps streamline
operations.

Disadvantages of ABC:
Complexity: Implementing ABC can be complex and time-consuming.
Costly: The setup and maintenance of ABC systems may be expensive.

Not Suitable for All Businesses: Best suited for organizations with
complex operations; less useful in simple, low-volume environments.



13 Problems in measuring Performance &
Guidelines for proper control

* Problems in Measuring Performance & Guidelines for Proper
Control

* Measuring performance and establishing controls are crucial steps in
managing an organization effectively. However, both activities come
with challenges. Understanding these problems and following the
right guidelines for proper control can significantly improve an
organization’s ability to reach its strategic objectives.

* 1. Problems in Measuring Performance

* Measuring performance involves comparing actual results to
predetermined standards or objectives. However, this process is often

faced with several challenges:



* 1.1. Lack of Clear Objectives

* Problem: If organizational objectives are not clearly defined, measuring
performance becomes difficult. Without clear and specific goals, it is
impossible to assess whether performance is on track or not.

* Solution: Establish clear, measurable, and time-bound objectives that align
with the organization's strategy.

e 1.2. Inaccurate or Insufficient Data

* Problem: Reliable and accurate data is crucial for performance
measurement. Insufficient data or poor data quality can lead to inaccurate
evaluations, which can mislead decision-making.

e Solution: Implement robust data collection systems and ensure data
accuracy and consistency. Regular audits and checks can help maintain data
quality.



1.3. Over-reliance on Financial Metrics

Problem: Solely focusing on financial performance (e.%., profit, ROI) can provide a limited
view of an organization's overall performance. Non-financial factors like customer
satisfaction, employee engagement, and innovation are often overlooked.

Solution: Use a balanced approach that includes both financial and non-financial
performance metrics (e.g., balanced scorecard).

1.4. Difficulty in Measuring Intangible Assets

Problem: Intangible assets like brand equity, employee skills, and intellectual property are
difficult to measure but are crucial for long-term success.

Solution: Develop metrics for intangible assets, such as customer loyalty, employee
productivity, or innovation rates. Qualitative assessments, surveys, and market research
can help quantify these factors.

1.5. Short-Term Focus

Problem: Many organizations focus on short-term r)erformance, such as quarterly
earnings, at the expense of long-term sustainability and growth.

Solution: Encourage a long-term view by aligning performance metrics with long-term
strategic %oals. Implementing long-term incentives for managers can help balance short-
term and long-term performance.



1.6. Lack of Benchmarking

Problem: Without comparing performance to industry standards or best
practices, it’s difficult to gauge whether the organization is doing well or
needs improvement.

Solution: Regularly benchmark performance against competitors and
industry leaders. This helps set realistic expectations and encourages
continuous improvement.

2. Guidelines for Proper Control

Effective control systems ensure that organizational activities align with the
set objectives and that necessary adjustments are made when
perforrlnance deviates. Below are key guidelines for establishing proper
control:

2.1. Establish Clear Objectives and Standards

Guideline: Define specific, measurable, and achievable goals for all levels of
the organization. These objectives should be aligned with the overall
strategic plan and should be communicated clearly to all employees.

Example: A company mith set a goal to reduce production costs by 10%
over the next year while maintaining product quality.



2.2. Use a Balanced Approach

Guideline: Incorporate both financial and non-financial metrics. Financial metrics
(e.g., profit margins) should be balanced with non-financial ones (e.g., customer
satisfaction, employee engagement) to provide a holistic view of performance.

Example: A balanced scorecard that includes financial results, customer
satisfaction, internal processes, and learning and growth.

2.3. Ensure Real-Time Monitoring and Feedback

Guideline: Implement control systems that allow for real-time tracking of
performance. This enables managers to detect deviations quickly and take
corrective action before issues escalate.

Example: Sales dashboards that show real-time sales data, inventory levels, and
customer feedback.

2.4. Empower Employees with Accountability

Guideline: Employees should have clear roles, responsibilities, and accountability.
They need the authority to make decisions within their areas of responsibility to
ensure efficient control.

Example: A sales manager can adjust marketing strategies or discounts based on
their understanding of customer preferences.



2.5. Flexibility and Adaptability

Guideline: Control systems should not be rigid. They must allow for
adjustments as situations change. An overemphasis on rigid controls
can stifle creativity and responsiveness.

Example: During unexpected market shifts, the organization should be
able to adapt its strategy without being hindered by outdated control
MEERIN

2.6. Integrate Technology in Control Systems

Guideline: Leverage technology (e.g., ERP systems, performance
management software) to enhance the accuracy, speed, and
efficiency of control processes.

Example: Use of automated inventory management systems that track
stock levels in real-time and trigger restocking alerts when needed.



2.7. Regular Performance Reviews

Guideline: Establish regular intervals for performance reviews and
audits. These reviews provide an opportunity to assess progress
toward goals, identify deviations, and make corrective actions.

Example: Monthly or quarterly meetings where managers discuss
performance data and any necessary changes to the strategy.

2.8. Focus on Continuous Improvement

Guideline: Control systems should be designed with continuous
improvement in mind. The organization should constantly seek to
optimize its processes based on feedback from the control system.

Example: A company might implement a continuous improvement
program where employees are encouraged to suggest process
improvements regularly.



2.9. Communication and Feedback

Guideline: Ensure open communication channels for feedback. Employees and
managers should feel comfortable reporting problems and offering suggestions
for improvement. A culture of feedback is essential for effective control.

Example: Regular town hall meetings or feedback surveys where employees share
their experiences, concerns, and suggestions.

3. Common Control Failures to Avoid

To ensure successful control, it's important to be aware of potential failures in the
control system:

Over-Control: Excessive control can lead to micromanagement and stifling of
innovation. It can make employees feel disempowered and lead to lower morale.

Under-Control: Insufficient controls can lead to chaos, inefficiencies, and poor
performance. Without adequate control, an organization cannot achieve its goals.

Lack of Coordination: If the control systems are not well integrated, different
departments may work at cross-purposes, leading to inefficiency.

Failure to Adapt: Control systems that do not evolve with changes in the business
environment, technology, or industry trends may become obsolete



14 Primary measures of corporate performance and
Balance scorecard approach to measure key
Performance

* Primary Measures of Corporate Performance

* Measuring corporate performance involves evaluating how well an organization achieves its financial and
strategic goals. Here are some of the primary measures commonly used to assess corporate performance:

* 1. Financial Measures

* Revenue Growth: Measures the increase in the company’s sales over time. A consistent increase in revenue
indicates growth and market acceptance.

» Profitability: This includes metrics like net profit margin, operating profit, and gross margin, which help
assess how efficiently the company generates profit relative to its revenue.

* Example: Net Profit Margin = (Net Profit / Revenue) * 100

* Return on Investment (ROI): Measures the profitability of investments in relation to their cost. It helps
assess how effectively the company uses its capital to generate returns.

* Example: ROI = (Gain from Investment - Cost of Investment) / Cost of Investment

* Earnings per Share (EPS): Reflects the company’s profitability on a per-share basis, commonly used by
investors to assess a company's financial health.

* Example: EPS = Net Income / Outstanding Shares



* Return on Assets (ROA): Indicates how well the company uses its
assets to generate profit.

* Example: ROA = Net Income / Total Assets

e Return on Equity (ROE): Measures the return generated on
shareholders' equity, showing how effectively the company is using
shareholders' funds.

* Example: ROE = Net Income / Shareholder Equity



2. Market Measures

* Market Share: Indicates the company’s competitive position in the
market, showing its percentage of total sales in a given industry.

e Customer Acquisition and Retention: Measures the company’s ability
to attract new customers and retain existing ones.

* Brand Equity: Represents the value of the company's brand, based on
consumer perceptions, loyalty, and awareness.



3. Operational Measures

Productivity: Measures the efficiency of operations, typically by comparing
outputs to inputs.

Example: Productivity = Output / Input

Cost Efficiency: Assesses how effectively the company controls costs while
maintaining quality and service levels.

Inventory Turnover: Measures how quickly inventory is sold and replaced,
indicating operational efficiency and product demand.

Example: Inventory Turnover = Cost of Goods Sold / Average Inventory
4. Employee Performance and Engagement

Employee Satisfaction: Measures how happy and engaged employees are
within the company, which can influence productivity and retention.

Employee Turnover Rate: Tracks how many employees leave the
organization over a certain period, providing insight into job satisfaction
and organizational culture.



5. Customer Satisfaction and Loyalty

Net Promoter Score (NPS): Measures customer loyalty and satisfaction
by asking how likely customers are to recommend the company’s
products or services.

Customer Satisfaction Index: Gathers feedback from customers on
their overall satisfaction, which impacts retention and brand
reputation.

Balanced Scorecard Approach to Measure Key Performance

The Balanced Scorecard (BSC) is a performance measurement
framework that focuses on four key perspectives to evaluate an
organization’s overall performance. It helps balance financial and non-
financial measures and provides a comprehensive view of how well
the organization is performing.



Four Key Perspectives of the Balanced Scorecard:

Financial Perspective

* Focuses on financial goals and performance measures that reflect the company's ability to deliver value to
shareholders.

* Key Metrics: Revenue growth, profitability, ROI, EPS, and cost efficiency.
* Example Objective: Increase shareholder value by improving profitability.

Customer Perspective

* Focuses on customer satisfaction, loyalty, and market position. This perspective assesses how well the
company meets customer expectations and delivers value.

» Key Metrics: Customer satisfaction, Net Promoter Score (NPS), market share, customer retention rates.
* Example Objective: Improve customer satisfaction and retention through enhanced service quality.

Internal Processes Perspective

* Focuses on optimizing internal operations to improve efficiency and effectiveness. This perspective ensures
that the organization’s internal processes are aligned with customer needs and financial objectives.

» Key Metrics: Process efficiency, cost reduction, cycle time, and product quality.
* Example Objective: Streamline production processes to reduce costs and improve product quality.

Learning and Growth Perspective

* Focuses on the organization’s ability to innovate, improve, and learn. This perspective evaluates how well the
company is developing its employees and supporting growth through knowledge and technology.

* Key Metrics: Employee training and development, innovation, employee engagement, and technology
Investments.

* Example Objective: Foster employee development and innovation to support long-term strategic goals.



Implementing the Balanced Scorecard (BSC)

* The Balanced Scorecard is used to align business activities to the
vision and strategy of the organization by monitoring performance in
these four areas:

» Set Clear Objectives: For each perspective, define clear objectives
that align with the company's overall strategy.

* Identify Key Performance Indicators (KPls): Develop specific,
measurable KPIs for each perspective to track progress.

* Monitor Performance: Regularly review the performance data against
the set targets and benchmarks.

* Adjust Strategies: Based on the performance data, adjust strategies
and actions to meet objectives.



