BUSINESS STRATEGY

A strategy could be 
• A plan or course of action or a set of decision rules making a pattern or creating a common
thread;
• The pattern or common thread related to the organisation’s activities which are derived from
the policies, objectives and goals;
• Related to pursuing those activities which move an organization from its current position to a
desired future state;
• Concerned with the resources necessary for implementing a plan or following a course of
action;
• Connected to the strategic positioning of a firm, making trade-offs between its different activities
and creating a fit among these activities; and
• The planned or actual coordination of the firm’s major goals and actions, in time and space
that continuously co-align the firm with its environment.

LEVELS OF STRATEGY[image: ]

Corporate Level Strategy (Different business to survive in market rather than concentrating on one)
1. Corporate level strategy is the top management plan to direct and run the enterprise as a whole.
2. It represents the pattern of industrial actions and goal underlying the organisation’s strategic interest in different business, divisions, product lines, customer groups, technologies etc.
3. Corporate-level strategies are concerned with defining how the business will remain sustainable in the long term.
4. They are focused on maximising long term profitability and business growth.
5. Corporate level strategy fundamentally is concerned with the selection of businesses in which the
company should compete and with the development and coordination of that portfolio of businesses.

Corporate level strategy is concerned with:
• Reach - defining the issues that are corporate responsibilities and the way in which businesses will be integrated and managed.
• Competitive Contact - defining where in the corporation competition is to be localized. 
• Managing Activities and Business Interrelationships - Corporate strategy seeks to develop synergies by sharing and coordinating staff and other resources across business units, investing financial resources across business units, and using business units to complement other corporate business activities.
• Management Practices - Corporations decide how business units are to be governed: through
direct corporate intervention (centralization) or through more or less autonomous government
(decentralization).

Business Level Strategy (Customer focus)

1. A business strategy is a report that shows the plans of the entire business. It is a plan that is often used so that they can attract financing from big investors as well as creditors.
2.  It describes the market opportunities that the business intends to develop, the process on how they are going to do it and the resources that are required to make it possible.
3.  The definition of business strategy is a long term plan of action designed to achieve a particular goal or set of goals or objectives.

Business strategies demonstrate the following roles:
1. It is applied to encourage people to invest in an enterprise.
2. It is also a tool used to assure creditors about the credit worthiness of the enterprise.
3. Another role is to persuade banks to lend or perhaps invest money.
4. Last, but not least, business strategy helps you stay focused on what’s important for your business in
order to achieve your desired results. It saves your time, energy and money.
And since this is necessary, a strategy needs to:
• Show the lender or the investor that they have a big chance of being repaid and that they will be getting good returns on their investment.
• Build the necessary confidence for the firm and the capabilities of the owner.
• Show the investors that there is a very good market for the service or product that you offer.
• Show you a clear picture where you’re heading and how to get there.
At the business level, the strategy formulation phase deals with:
• positioning the business against rivals.
• anticipating changes in demand and technologies and adjusting the strategy to accommodate them.
• influencing the nature of competition through strategic actions and political actions

Functional Level Strategy
1. Functional strategy involves decision making at the operational level with respect to specific functional areas – production, marketing, personnel, finance, etc.
2. Functional level strategies in marketing, finance, operations, human resources, and R&D involve the development and coordination of resources through which business unit level strategies can be executed efficiently and effectively.
3. Strategies add the details and specific targets to the overall management plan and are used to implement actions and practices in key business activities.
4. Functional units of an organization are involved in higher level strategies by providing input into the business unit level and corporate level strategy, such as providing information on resources and capabilities on which the higher level strategies can be based. 
5. Functional-level strategies are focused on improving the effectiveness of a business at an operational level. Functional-level strategies are aimed at improving the efficiency and effectiveness of manufacturing, marketing, customer service, resource management and product development.

ADVANTAGES & DISADVANTAGES OF STRATEGIC MANAGEMENT
Advantages:
• Discharges Board Responsibility
The first reason that most organizations state for having a strategic management process is that it discharges the responsibility of the Board of Directors.
• Forces an Objective Assessment
Strategic management provides a discipline that enables the board and senior management to actually take a step back from the day-to-day business to think about the future of the organization.
• Provides a Framework for Decision-Making
Strategy provides a framework within which all staff can make day-to-day operational decisions and understand that those decisions are all moving the organization in a single direction.
• Supports Understanding & Buy-In
Allowing the board and staff participation in the strategic discussion enables them to better understand the direction, why that direction was chosen, and the associated benefits.
• Enables Measurement of Progress
A strategic management process forces an organization to set objectives and measures of success
• Provides an Organizational Perspective
Addressing operational issues rarely looks at the whole organization and the  interrelatedness of its varying components.

The Disadvantages of Strategic Management
• The Future Doesn’t Unfold as Anticipated
One of the major criticisms of strategic management is that it requires the organization to anticipate the future environment in order to develop plans, and as we all know, predicting the future is not an easy undertaking.

• It Can be Expensive
There is no doubt that in the not-for-profit sector there are many organizations that cannot
afford to hire an external consultant to help them develop their strategy.

• Long Term Benefit vs. Immediate Results
Strategic management processes are designed to provide an organization with long-term benefits.

• Impedes Flexibility
When you undertake a strategic management process, it will result in the organization saying “no” to some of the opportunities that may be available. This inability to choose all of the opportunities presented to an organization is sometimes frustrating.




STRATEGIC MANGEMENT

Strategic management analyzes the major initiatives taken by a company’s top management on behalf of owners, involving resources and performance in external environments. It entails specifying the organization’s mission, vision and objectives, developing policies and plans, often in terms of projects and programs, which are designed to achieve these objectives, and then allocating resources to implement the policies and plans, projects and programs.

Strategic management is defined as the set of decisions and actions that result in the formulation and implementation of plans designed to achieve a company’s objectives. It comprises nine critical tasks:
1. Formulate the company’s mission, including broad statements about its purpose, in the formulation and philosophy, and goals.
2. Conduct an analysis that reflects the company’s internal conditions and capabilities.
3. Assess the company’s external environment, including both the competitive and the general contextual factors.
4. Analyze the company’s options by matching its resources with the external environment.
5. Identify the most desirable options by evaluating each option in light of the company’s mission.
6. Select a set of long-term objectives and grand strategies that will achieve the most desirable options.
7. Develop annual objectives and short-term strategies that are compatible with the selected set of long-term objectives and grand strategies.
8. Implement the strategic choices by means of budgeted resource allocations in which the
matching of tasks, people, structures, technologies, and reward systems is emphasized.
9. Evaluate the success of the strategic process as an input for future decision making

Strategic management process

(i) Establishing the hierarchy of strategic intent (aim):
(a) Creating and communicating a vision,
(b) Designing a mission statement,
(c) Defining the business,
(d) Setting objectives,
(ii) Formulation of strategies :
(a) Performing environmental appraisal,
(b) Doing organisational appraisal,
(c) Considering corporate-level strategies,
(d) Considering business-level strategies,
(e) Undertaking strategic analysis,
(f) Exercising strategic choice,
(g) Formulating strategies,
(h) Preparing a strategic plan
(iii) I mplementation of strategies :
(a) Activating strategies,
(b) Designing structures and systems,
(c) Managing behavioural implementation,
(d) Managing functional implementation,
(e) Operationalising strategies,
(iv) Performing strategic evaluation and control:
(a) Performing strategic evaluation,
(b) Exercising strategic control, and
(c) Reformulating strategies.
The four phases are shown in the following figure :
[image: ]

Strategic Intent :
By strategic intent we refer to the purposes the organization strives for. These may be expressed in
terms of a hierarchy of strategic intent. Strategic intent is a statement that provides a point of view of
the means by which your organization aims to achieve its vision in the long term
Vision Statement
A vision statement is sometimes called a picture of your company in the future but it’s so much more
than that. Your vision statement is your inspiration, the framework for all your strategic planning.

Mission Statement
A mission statement is a statement that defines the essence or purpose of a company – what it stands
for i.e. what broad products or services it intends to offer customers. The mission statement also gives
readers a window on the raison d’être of the company and was initially designed as a means by which
potential shareholders and investors could understand the purpose of the company that they were
considering investing in. You should also think of a mission statement as a cross between a slogan and
a mini executive summary.
Characteristics of a Mission Statement :
A mission statement defines the basic reason for the existence of the organization. Such a statement
reflects the corporate philosophy, identity, character and image of an organization. In order to be
effective, a mission statement should possess the following seven characteristics :
(i) It should be feasible – a mission should always aim high but it should not be an impossible statement.
It should be realistic and achievable – its followers must find it to be credible.
(ii) It should be precise – a mission statement should not be so narrow as to restrict the organisation’s
activities, nor should it be too broad to make itself meaningless.
(iii) It should be clear – a mission should be clear enough to lead to action. It should not just be a highsounding
set of platitudes meant for publicity purposes.
(iv) It should be motivating – a mission statement should be motivating for members of the organization
and of the society and they should feel it worthwhile working for such an organization or being its
customers.
(v) It should be distinctive – a mission statement which is indiscriminate is likely to have little impact.
(vi) It should indicate the major components of strategy – a mission statement, along with the
organizational purpose should indicate the major components of the strategy to be adopted.
(vii) It should indicate how objectives are to be accomplished – besides indicating the broad strategies
to be adopted, a mission statement 

Definitions of Business
Stephenson defines business as, “The regular production or purchase and sale of goods undertaken
with an objective of earning profit and acquiring wealth through the satisfaction of human wants.”
Features of Business
Characteristics or features of business are discussed in following points :-
1. Exchange of goods and services
2. Deals in numerous transactions
3. Profit is the main Objective
4. Business skills for economic success
5. Risks and Uncertainties
6. Buyer and Seller
7. Connected with production
8. Marketing and Distribution of goods

Difference between objectives and goals.
The points of difference between the two are as follows:
• The goals are broad while objectives are specific.
• The goals are set for a relatively longer period of time.
• Goals are more influenced by external environment.
• Goals are not quantified while objectives are quantified.
Broadly, it is more convenient to use one term rather than both. The difference between the two is
simply a matter of degree and it may vary widely.
Need for Establishing Objectives
The following points specifically emphasize the need for establishing objectives:
• Objectives provide yardstick to measure performance of a department or SBU or organization.
• Objectives serve as a motivating force. All people work to achieve the objectives.
• Objectives help the organization to pursue its vision and mission. Long term perspective is
translated in short-term goals.
• Objectives define the relationship of organization with internal and external environment.
• Objectives provide a basis for decision-making. All decisions taken at all levels of management
are oriented towords accomplishment of objectives.

Balanced Scorecard Approach to Objective-setting
The performance management system called balanced scorecard, developed by Robert S. Kaplan
and David Norton of Havard Business School, seeks to do away with the undue emphasis on short
term financial objectives and seeks to improve organizational performance by focusing attention on
measuring and managing a wide range of non-financial, operational objectives.

The balanced scorecard takes four perspectives:
• Financial - satisfying the stakeholders in the company - owners, employees, suppliers. The objectives
of this perspective would be to achieve a certain level of profitability, or growth. Examples are
revenues, earnings, return on capital and cash flow.
• Customer or Market - satisfying the customers such that they buy product and services to support
the Financial perspective. e.g. increase customer satisfaction, introduce a new product, market
share, customer satisfcation measures and customer loyalty.
• Internal Business Processes - supporting the Financial and Customer perspectives through having
appropriate and well operated processes or procedures e.g. the sales process, the product
implementation process etc.
• Learning, Innovation and Growth - supporting the Financial, Customer and Internal Business Process
perspectives through having the ability to change, improve and innovate through the acquisition
of new knowledge, skills and technology.
For each perspective you establish goals or objectives and form a consolidated and coherent structure
or strategy map of objectives that support one another to bring the company/ organisation to meet
their commitments to their stakeholders

Strategy Map
Businesses and companies create strategy maps to showcase their plans for success. Robert Kaplan and
David Norton developed the strategy mapping concept while they were working on their “balanced
scorecard.” The strategy map is broken down into subtopics that all work toward the business’ ultimate
goal.

Some points regarding CSFs are worth noting:
1. A set of CSFs is the result of asking the question: what do we need to do in order to be successful in
a particular context.
2. CS Fs are based on practical logic, heuristic or a rule of thumb rather than on an elaborate procedure
or an esoteric theoretical model.
3. CS Fs are the results of long years of managerial experience, which leads to the development of
intuition, judgement and hunch for use in strategic decision-making.
4. A n analysis of what relevant CSFs operate in a particular context could be based on the manager’s
statements, expert opinions and organisational success stories.
5. CS Fs could also be generated internally through creative techniques such as brainstorming.
6. The use of CSFs in objectives-setting and strategic choice distinguishes the successful organisations
from the unsuccessful ones.
7. CSFs are used to pinpoint the key result areas, determining objectives in those areas and devising
measures of performance for judging the objective-achieving capability of any organisation.
CSFs need key performance indicators in order to be measured.
Key Performance Indicators (KPIs)
Key Performance Indicators, also known as KPI or Key Success Indicators (KSI), help an organization
define and measure progress toward organizational goals.
Once an organization has analyzed its mission, identified all its stakeholders, and defined its goals,
it needs a way to measure progress toward those goals. Key Performance Indicators are those
measurements.
What Are Key Performance Indicators (KPI)

Key Performance Indicators are quantifiable measurements, agreed to beforehand, that reflect the
critical success factors of an organization. They will differ depending on the organization.
• A business may have as one of its Key Performance Indicators the percentage of its income that
comes from return customers.
• A school may focus its Key Performance Indicators on graduation rates of its students.
A Customer Service Department may have as one of its Key Performance Indicators, in line with
overall company KPIs, percentage of customer calls answered in the first minute.
• A Key Performance Indicator for a social service organization might be number of clients assisted
during the year

STRATEGY INTO ACTION:

Strategy into Action is an embedded business process for deploying strategic goals deep into the heart
of an organisation, whilst aligning leaders and engaging employees to achieve the strategic intent.7 phases of strategy-in-action
1.Shared understanding
• Strategy-in-action begins with a group of typically 15-25 of the right thinkers and leaders
– key stakeholders from all sectors of the organization that come together to reach a shared
understanding of the current situation and the key elements that the strategy must address.
(ii) Strategic intent:Long-term vision serves as a stabilizer under uncertainty. Vision is defined as a statement of what is possible to achieve, is worth achieving, and represents a new quality of life for all concerned.
(iii) Strategic objectives  Strategic objectives are typically 3-5 drivers of the strategy. Each strategic objective is a major thrust that provides what is missing for achieving the strategic intent. Strategic objectives afford new vantage points and pathways.
(iv) Indicators of success:Indicators of success measure the achievement of the strategic intent. The indicators that are  chosen are bound to run people’s lives; therefore they must be chosen diligently.
 (v) Leadership The establishment and empowerment of leadership usually takes the longest. Two types of
leadership must be distinguished: the leaders and the background empowerment.
(vi) Catalytic action Catalytic actions act as a pressure-cooker to alter the landscape of what is possible. The new landscape of possibility informs – and transforms – the strategic process by providing rapid
feedback to the strategy.
[bookmark: _GoBack](vii) Sustaining momentum How can success be sustained? In strategy-in-action participants constantly take stock, learn from
innovations elsewhere, engage others, and enrich their strategy for the next round of the process

Why is strategy-in-action rarely used?
There are several possible reasons why managers are reluctant to harness the power of the strategyin-
action approach:
• We have inherited a mechanistic paradigm from Newton. We believe in and rely on machines
and computers. Human beings, by comparison, are bound to appear unreliable.
• Managers may experience fear of empowerment; sharing power or sensitive information with
others may seem tantamount to chaos and anarchy. If executives think of empowerment as
control, they will experience loss of power through empowerment of others. If they think of
empowerment as the power to perform, then those who are empowered will feed power back to
them – in the form of profits and performance.
• Let us admit it: whatever the ultimate benefits – working with others is a pain. If managers could
produce peak results alone, by simply pushing keys at their computers, most of them would gladly
do so. The only reason for teaming up in organizations is the opportunity to produce outcomes
that lie far beyond the scope of any individual alone. And in today’s highly competitive world,
survival demands such breakthrough outcomes.

Multi-Business Firm

A Multi-Business or diversified firm is a collection of individual businesses. In a multi-business firm corporate strategy takes a broad overview role that is more encompassing than crafting strategy for a single business. Major tasks include devising actions to improve long-term performance of a corporation’s portfolio of businesses; capturing strategic fit benefits existing within and between business units; andevaluating profit prospects of each business unit and steering corporate resources into the most attractive strategic opportunities.

The tasks of corporate management are the following:
• Allocate resources across business units through internal capital market.
• Stimulate the creation of new businesses.
• Organize and manage relationships among the business units to increase value or reduce cost.
• Increase the economic contribution of the businesses through top-down initiatives.
• Develop corporate infrastructure that supports business unit value and cost drivers.
• Centralize activities across businesses to increase value or lower cost.
• Manage external relations with the press and capital markets.
• Reduce cost of capital
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