                                                   STRATEGIC MANAGEMENT
Strategy:-

Strategy at Different Levels of a Business
Strategies exist at several levels in any organization - ranging from the overall business (or group of businesses) through to individuals working in it. 
• Corporate Strategy - is concerned with the overall purpose and scope of the business to meet stakeholder expectations. This is a crucial level since it is heavily influenced by investors in the business and acts to guide strategic decision-making throughout the business. Corporate strategy is often stated explicitly in a “mission

statement”.
• Business Unit Strategy - is concerned more with how a business competes successfully in a particular market. It concerns strategic decisions about choice of products, meeting needs of customers, gaining advantage over competitors, exploiting or creating new opportunities etc.
• Operational Strategy - is concerned with how each part of the business is organized to deliver the corporate and business-unit level strategic direction. Operational strategy therefore focuses on issues of resources, processes, people etc.

THE CONCEPT OF STRATEGIC MANAGEMENT
Strategic management is the art and science of formulating, implementing and evaluating cross-functional decisions that will enable an organization to achieve its objectives. It is the process of specifying the organization’s objectives, developing policies and plans to achieve these objectives, and allocating resources to implement the policies and plans to achieve the organization’s objectives. Strategic management, therefore, combines the activities of the various functional areas of a business to achieve organizational objectives. It is the highest level of managerial activity, usually formulated by the Board of Directors and performed by the organization’s Chief Executive Officer (CEO) and executive team. Strategic management provides overall direction to the enterprise and is closely related to the field of organization Studies. “Strategic management is an ongoing process that assesses the business and the industries in which the company is involved; assesses its competitors and sets goals and strategies to meet all existing and potential competitors; and then reassesses each strategy annually or quarterly [i.e. regularly] to determine how it has been implemented and whether it has succeeded or needs replacement by a new strategy to meet changed circumstances.new technology, new competitors, a new economic environment., or a new social, financial, or political environment.” (Lamb, 1984:ix)
Strategic Management vs Operations Management
The difference between strategic management and operations management can be described as follows:

Strategic management is an organizational wide activity where the operations, sales and finance are concerned from the top level to the bottom level of the organization. In other words strategic management is concerned about all the activities in the organization as a whole. The operations management is concerned of operations as in production function of the organization at the operations/manufacturing floor level of the organization.

Strategic management is a long term process where it identifies the long term desired level of performance and try to achieve it. Operations management is short term focused and handles day to day operations of an entity.

The strategic management process involves a non routinized tasks where there is very ambiguous and dynamic nature. The operations management involves day to day activities of a business organization at the operations level which is very routinized and mechanical. It does not involve any ambiguity.

Strategic management is a complex process which requires heavy management skills to handle. Operations management is a fairly simple process and a manager with average skills can handle the daily operations of the organization.

Survival of an organization is directly linked to strategic management process as it manages critical success factors of an organization. It identifies the factors that has direct link to the survival of an organization and manage them to optimize performance. Operation management is not directly related to the survival of the organization rather it indirectly influence the survival through cumulative performance on a day to day basis.
Strategic Management Processes
The strategic management formulation and implementation methods vary with product profile, Company profile, environment within and outside the Organization and various other factors. Large organizations which use sophisticated planning use detailed strategic management Models whereas smaller organizations where formality is low use simpler models. Small businesses concentrate on planning steps compared to larger companies in the same industry. Large firms have diverse products, operations, markets, and technologies and hence they have to essentially use complex systems. In spite of the fact that companies have different structures, systems, product profiles, etc, various components of models used for analysis of strategic management are quite similar. You

must have observed that different thinkers have defined business strategy differently, yet there are some common elements in the way it is defined and understood. The strategic management consists of different phases, which are sequential in nature. There are four essential phases of strategic management, they are process. In different companies these phases may have different, nomenclatures and the phases may have a different sequences,

however, the basic content remains same. The four phases can be listed as below.

1. Defining the vision, business mission, purpose, and broad objectives.

2. Formulation of strategies.

3. Implementation of strategies.

4. Evaluation of strategies.

These phases are linked to each other in a sequence as shown in

It may not be possible to draw a clear line of difference between each phase, and the change over from one phase to another is gradual. The next phase in the sequence may gradually evolve and merge into the following phase. An important linkage between the phases is established through a feedback mechanism or corrective action. The feedback mechanism results in a course of action for revising, reformulating, and redefining the past phase. The process is highly dynamic and compartmentalization of the process is difficult. 

The change over is not clear and boundaries of phases overlap.  Strategic management process that could be followed in a typical organization ispresented in .T
Stakeholders in business and their roles in strategic management
What Are the Stakeholders' Roles in a Company?
The word “stakeholder” means any person with an interest in the business -- someone who can contribute to the company’s growth and success or who benefits from its success. The various stakeholders in a business have differing roles and their level of involvement in the enterprise varies from full-time to barely involved at all. The company’s CEO seeks to utilize the skills, experience and knowledge of each stakeholder group to further the organization’s long-term goals.
Employees
Top management may set the overall strategic direction for the company, but the employees are responsible for carrying out the tasks specified in the company’s strategic plan in an efficient manner. Employees are the closest to the action. They interact with customers on a daily basis. In a manufacturing environment, they work directly on the company’s products. The company’s success depends in large measure on the skill and dedication of its employees. Without the employees performing their roles proficiently, the company will not reach its revenue and profit potential.

Stockholders
Stockholders’ initial role is to provide the capital a company needs to grow and expand, or in the case of a startup venture, the capital it needs to launch its products or services into the marketplace. In private companies, stockholders may take an active role in setting the strategic direction for the venture. They sometimes provide guidance or advice to the company’s management. In public companies, stockholders can attend an annual meeting and ask questions of the company’s top management, including the CEO, about the decisions they have made and the direction the company is going.
Customers
The reason for a company’s existence is to provide products or services that meet the needs of its target customers and benefit them in a meaningful way. The role of customers is critical to the company’s survival and success. Through the purchase decisions they make each day, they select which companies will prosper and which will fail. They also provide valuable feedback to the company about its products and customer service level. This feedback enables the company to improve what it offers and to come up with entirely new solutions to customer needs based on what its customers asked for. For many businesses, customers also play a vital role in the company’s marketing efforts by recommending the company’s products or services to other potential customers.

Vendors
A company’s ability to fill its customer orders on time -- and bring the highest quality goods to the marketplace -- depends in part on the role its vendors or suppliers play. The company relies upon raw materials or components being available when they are needed and at reasonable prices. If the supply of one key item is interrupted, it can cause a disruption in the company’s entire manufacturing schedule. Vendors also play a role of introducing new applications or solutions to the company so it can become more efficient, more productive and lower its costs -- and increase its margins and profits.

The Community
The community provides the skilled workforce that a company depends upon to maintain its competitive edge. Members of the community, including the news media, often play a watchdog role, ensuring that the company is a good citizen with fair business practices, concern for the environment, and a willingness to contribute to charitable and social causes.
1.4                     Hierarchy of Strategic Intent
Meaning & attributes of strategic intent, Meaning of Vision:-

The success stories of companies such as Toyota, Canon and Komatsu share an underlying theme: All embraced bold ambitions beyond the limits of existing capabilities and resources. They aimed for global leadership and created the requirements for it. Komatsu wanted to outperform Caterpillar, Canon sought to beat Xerox and Honda wanted to become an automotive pioneer like Ford. The concept of strategic intent holds important lessons for small businesses aiming to grow and succeed.

mitation Trap
Managers constantly fret about matching the competitive advantage of their rivals. They outsource, adopt Japanese management practices and, as a last resort, enter alliances with competitors. However, many of these efforts rarely go beyond mere imitation. They at best reproduce the sources of advantage that competitors already have. Competitors do not stand still, so managers are caught in a constant catch-up game. To build sustaining competitive advantage, managers need to rethink the traditional strategy-making mindset. This is how the concept of strategic intent came about.
New Approach to Strategy
The traditional strategic planning model is the ﬁt model of strategy-making. It aims to attain a fit between internal resources and capabilities and external opportunities and threats. This mindset can lead to overemphasis on existing resources and present opportunities. The strategic intent notion helps managers focus on creating new capabilities to exploit future opportunities. It is more internally focused than the fit notion.

Characteristics
Strategic intent is more than unfettered ambition. It encompasses an active management process that focuses the organization on the essence of winning. It is stable over time and lengthens the attention span of the company. Because it involves a broad and long-term target, it should be worthy of the personal attention and commitment of top management. It creates a sense of urgency and improvement drive.
Process
The strategic management process begins with forging a challenging vision that stretches the organization and even may be beyond the current capabilities of the company. The next step is to create and communicate an obsession with winning at all levels of the organization, sustaining this obsession for a long period of time, even decades, to achieve results. This obsession is called strategic intent. The strategic intent sequence is: defining a broad vision, translating it into a meaningful mission, specifying goals and operationalizing strategic objectives.

Process of envisioning
Solution Envisioning is a problem-discovery, situation-assessment, and solution-planning process. It was designed to improve the chances of solution success by addressing the risks and challenges present in the early stages of the implementation process. Solution Envisioning embraces a business-centric approach to designing and realizing technology-enabled business capabilities. It bridges the gap between Business and IT through the integration of concepts and techniques from both best-of-breed business strategy methods and software development methods. 

Solution Envisioning with Capability Cases is designed for use at the front-end of the software development lifecycle.1 The process has three phases, with the use of Capability Cases occurring throughout. Figure I.1 illustrates the iterative nature and flow of the Solution Envisioning process. The main deliverable of each phase is shown as the output needed for the subsequent phase. The three phases of Solution Envisioning are 

Business Capability Exploration—Creating the Solution Vision and an initial Business Case

Solution Capability Envisioning—Creating the Solution Concept

Software Capability Design—Elaborating and confirming the Business Case and delivering the Solution Implementation Roadmap.The process supports a consistent, repeatable, and rapid way of progressing from a business-problem understanding to a solution concept. What is often regarded as a mysterious process composed of hit-or-miss activities is transformed into a reliable practice. 

Solution Envisioning with Capability Cases has been applied in a number of projects. For example:

Planning a system to manage engineering designs

Determining requirements and the technology adoption process for long-term digital archives

Implementing expertise location and intelligent search for a large services company

Architecting a wealth management system

Designing a help desk for a major electronics manufacturer

Providing citizens with improved access to local and state services

Examples of using Solution Envisioning and Capability Cases in different situations are featured throughout this book. What Solution Envisioning delivers is an agreed solution concept and realization roadmap. These serve as a starting point for building a system using one or more of the well-established software development practices.

Mission
An organization’s mission is the purpose or reason for the organizations existence.A well convinced mission statement defines the fundamental, unique purpose that sets a company apart other firms of its and identifies the scope of the company’s operations in terms of products offered and market served

 Vision & Mission Statements
Organizations, from small to large, create vision and/or mission statements to convey what the organization aspires to be, why it exists, who it serves, and what it hopes to achieve in the future.

Some organizations distinguish between their vision and mission, while others blend the two into one statement. Vision and mission statements vary in length, anywhere from a slogan to an executive summary.

Characteristics of both a vision and mission statement include:

Focusing on the big picture

Realistic to be both practical and workable

Motivating to inspire commitment from employees, stakeholders, and customers

Short and concise- short enough to be easily remember and concise enough to convey a clear message

The Difference between Vision & Mission

The first step to developing an organizations vision and mission is to understand the difference:

Vision - The Future

Definition: The way in which one sees or conceives something; a mental image; An overall statement of the goal of the organization.

Mission - The Present

Definition: An assignment one is sent to carry out; a self-imposed duty. A mission statement identifies the reason for the existence of the organization. The statement should be linked to the overall operations and business of the organization.

Creating a Vision & Mission Statement is Like Planning a Trip

“If you don’t know where you are going, you’ll end up somewhere else.”

The next step for developing a vision and mission is to look at the process from a different perspective:

Vision = the Destination

Mission = the Vehicle

Strategy = the Road Map

Knowing the destination of your organization tells you the type of vehicle you need to reach that destination. If your goal is to lie in a hammock on a small tropical island in the middle of the Pacific, then you know a car won’t get you there. So if your organization is a “car,” will that vehicle get you to your destination? If not, you need to re-engineer your vehicle (mission) to reach your destination (vision).

Vision (Destination)

What’s the destination of the organization? Visualize what the organization would look like in 5 and 10 years. Describe the detail: who are your customers, what do your products or services look like, who is your market, what is your revenue, how many employees do you have, etc. Remember this is the future.

Mission (Vehicle)

What is the focus of your organization? How are you structured to achieve your organization’s goal or objectives? What are your organization’s values and core competencies? Remember this is your present operation, you may identify changes needed to your vehicle in order to reach your destination.

Strategy (Road Map)
When you know your destination (vision) and the vehicle (mission) you are using to reach your destination, then you need a road map (strategy) to get you to your destination. Will your organization focus on a core product or service (the direct route) or will your organization provide multiple products or services (the scenic route)?
Writing the Statements
Begin with the destination (vision) by brainstorming the answers to the questions listed under vision. For a new business this would involve the principals of the organization, while in an existing business this would include representatives from all areas of the organization plus feedback from key stakeholders and customers.

Write a first draft. Continue to edit until the vision can be stated in one concise sentence.

Get feedback. Make final edits. You’ll know you have a finished product when all involved say, “That’s says it all!”

Now, for your mission statement, brainstorm the answers to the questions listed under mission above. Remember this is how your organization is presently operating and you may need to address “upgrades” to ensure your organization will reach its destination.

Repeat steps 2 and 3 to complete your mission statement.
McDonalds Example:

Vision: “To be the world’s best quick service restaurant experience.” (The destination or the future)

Mission: “Being the best means providing outstanding quality, service, cleanliness, and value, so that we make every customer in every restaurant smile.” (The vehicle to reach the destination or the present operation)

Once you know your vision and mission, then you will be able to select the appropriate road map or strategy to ensure your organization reaches the destination.

Business definition using Abell’s three dimensions:-
The Three Dimensional Business Definition model (or Abell model) helps a company define its business. Prior to Abell’s model, it was common to define a business either through its resource capabilities or its programs of activity, such as with a product/market grid.[3] According to his book, Defining the Business, Abell suggests the previous two-dimensional definitions were insufficient, and instead created a three-dimensional analysis. The three dimensions in Abell's model are:[4]

Served Customer Groups (who are the customers)

Served Customer Functions (what are the customers' needs)

Technologies Utilized (how are needs being satisfied)

Objectives of Mission
It is the end results of planned activity. The corporate objectives achievement

should result in the fulfillment of a corporation’s mission.

Some of the areas in which corporations might establish its goals and objectives are:
• Profitability
• Efficiency
• Growth
• Shareholder wealth
• Utilization of resources
• Reputation
• Contribution to employees
• Contribution to society through taxes paid etc..,
• Market leadership
• Technological leadership
• Survival
Critical success factors (CSF):-
critical success factors, or factors that are crucial for an organizational to prevail when all organizational

members are competing for the same customers

Critical success factor (CSF) is the term for an element that is necessary for an organization or project to achieve its mission. It is a critical factor or activity required for ensuring the success of a company or an organization. The term was initially used in the world of data analysis, and business analysis. For example, a CSF for a successful Information Technology (IT) project is user involvement.[1]

"Critical success factors are those few things that must go well to ensure success for a manager or an organization, and, therefore, they represent those managerial or enterprise area, that must be given special and continual attention to bring about high performance. CSFs include issues vital to an organization's current operating activities and to its future success." 

Key Performance Indicators (KPI):-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

Definition of 'Key Performance Indicators - KPI'

 A set of quantifiable measures that a company or industry uses to gauge or compare performance in terms of meeting their strategic and operational goals. KPIs vary between companies and industries, depending on their priorities or performance criteria. Also referred to as "key success indicators (KSI)".

Key Result Areas (KRA):-Key result areas are the targets or goals set by an entity in their strategic plan.
Analyzing Company’s External Environment
Environment Threat And Opportunity Profile (ETOP) 
Meaning of Environmental Scanning: Environmental scanning can be defined as the process by which organizations monitor their relevant environment to identify opportunities and threats affecting their business for the purpose of taking strategic decisions.

Appraising the Environment: In order to draw a clear picture of what opportunities and threats are faced by the organization at a given time. It is necessary to appraise the environment. This is done by being aware of the factors that affect environmental appraisal identifying the environmental factors and structuring the results of this environmental appraisal.

Structuring Environmental Appraisal: The identification of environmental issues is helpful in structuring the environmental appraisal so that the strategists have a good idea of where the environmental opportunities and threats lie. There are many techniques to structure the environmental appraisal. One such technique suggested by Gluek is that preparing an ETOP for an organization. The preparation of an ETOP involves dividing the environment into different sectors and then analyzing the impact of each sector on the organization.
Analyzing Industry Environment:-
MICHAEL PORTER FIVE FORCES MODEL

A model for industry analysis
The model of pure competition implies that risk-adjusted rates of return should be constant across firms and industries. However, numerous economic studies have affirmed that different industries can sustain different levels of profitability; part of this difference is explained by industry structure.

Michael Porter provided a framework that models an industry as being influenced by five forces. The strategic business manager seeking to develop an edge over rival firms can use this model to better understand the industry context in which the firm operates.

Porter’s five forces of competitive position analysis:

The five forces are:

1. Supplier power. An assessment of how easy it is for suppliers to drive up prices. This is driven by the: number of suppliers of each essential input; uniqueness of their product or service; relative size and strength of the supplier; and cost of switching from one supplier to another. 

2. Buyer power. An assessment of how easy it is for buyers to drive prices down. This is driven by the: number of buyers in the market; importance of each individual buyer to the organisation; and cost to the buyer of switching from one supplier to another. If a business has just a few powerful buyers, they are often able to dictate terms.

3. Competitive rivalry. The main driver is the number and capability of competitors in the market. Many competitors, offering undifferentiated products and services, will reduce market attractiveness.

4. Threat of substitution. Where close substitute products exist in a market, it increases the likelihood of customers switching to alternatives in response to price increases. This reduces both the power of suppliers and the attractiveness of the market. 

5. Threat of new entry. Profitable markets attract new entrants, which erodes profitability. Unless incumbents have strong and durable barriers to entry, for example, patents, economies of scale, capital requirements or government policies, then profitability will decline to a competitive rate. 

Arguably, regulation, taxation and trade policies make government a sixth force for many industries.

Entry & Exit Barriers
Barriers to Entry / Threat of Entry
It is not only incumbent rivals that pose a threat to firms in an industry; the possibility that new firms may enter the industry also affects competition. In theory, any firm should be able to enter and exit a market, and if free entry and exit exists, then profits always should be nominal. In reality, however, industries possess characteristics that protect the high profit levels of firms in the market and inhibit additional rivals from entering the market. Barriers to entry are unique industry characteristics that define the industry. Barriers reduce the rate of entry of new firms, thus maintaining a level of profits for those already in the industry. From a strategic perspective, barriers can be created or exploited to enhance a firm’s competitive advantage. Barriers to entry arise from several sources
High exit barriers place a high cost on abandoning the product. The firm must compete. High exit barriers cause a firm to remain in an industry, even when the venture is not profitable. A common exit barrier is asset specificity. When the plant and equipment required for manufacturing a product is highly specialized, these assets cannot easily be sold to other buyers in another industry. Litton Industries’ acquisition of Ingalls Shipbuilding facilities illustrates this concept. Litton was successful in the 1960’s with its contracts to build Navy ships. But when the Vietnam war ended, defense spending declined and Litton saw a sudden decline in its earnings. As the firm restructured, divesting from the shipbuilding plant was not feasible since such a large and highly specialized investment could not be sold easily, and Litton was forced to stay in a declining shipbuilding market 
Strategic Group Analysis
Strategic Group Analysis (SGA) aims to identify organizations with similar strategic characteristics, following similar strategies or competing on similar bases. Such groups can usually be identified using two or perhaps three sets of characteristics as the bases of competition. Use of Strategic Group Analysis : This analysis is useful in several ways:
• Helps identify who the most direct competitors are and on what basis they compete.
• Raises the question of how likely or possible it is for another organization to move from one strategic group to another.
• Strategic Group mapping might also be used to identify opportunities.
• Can also help identify strategic problems
2.1               Analyzing Company’s Internal Environment
Resource-Based View 

 The resource-based view (RBV) is that a basis for a competitive advantage of a firm lies primarily in the application of the bundle of valuable resources at the firm's disposal. To transform a short-run competitive advantage into a sustained competitive advantage requires that these resources are heterogeneous in nature and not perfectly mobile. Effectively, this translates into valuable resources that are neither perfectly imitable nor substitutable without great effort. If these conditions hold, the firm's bundle of resources can help it sustain above average returns.
Competitive Advantage have identified two basic types of competitive advantage:
• cost advantage
• differentiation advantage

A competitive advantage exists when the firm is able to deliver the same benefits as competitors but at a lower cost (cost advantage), or deliver benefits that exceed those of competing products (differentiation advantage). Thus, a competitive advantage enables the firm to create superior value for its customers and superior profits for itself.

Cost and differentiation advantages are known as positional advantages since they describe the firm’s position in the industry as a leader in either cost or differentiation. A resource-based view emphasizes that a firm utilizes its resources and capabilities to create a competitive advantage that ultimately results in superior value creation. The

following diagram combines the resource-based and positioning views to illustrate the concept of competitive advantage:

Resources and Capabilities
According to the resource-based view, in order to develop a competitive advantage the firm must have resources and capabilities that are superior to those of its competitors. Without this superiority, the competitors simply could replicate what the firm was doing and any advantage quickly would disappear. Resources are the firm-specific assets useful for creating a cost or differentiation advantage and that few competitors can acquire easily. The following are some examples of such resources:
• Patents and trademarks
• Proprietary know-how
• Installed customer base
• Reputation of the firm
• Brand equity
Capabilities refer to the firm’s ability to utilize its resources effectively. An example of a capability is the ability to bring a product to market faster than competitors. Such capabilities are embedded in the routines of the organization and are not easily documented as procedures and thus are difficult for competitors to replicate. The firm’s resources and capabilities together form its distinctive competencies. These competencies enable innovation, efficiency, quality, and customer responsiveness, all of which can be leveraged to create a cost advantage or a differentiation advantage.
VRIO Framework
 framework is the tool used to analyze firm’s internal resources and capabilities to find out if they can be a source of sustained competitive advantage.”

In order to understand the sources of competitive advantage firms are using many tools to analyze their external (Porter’s 5 Forces, PEST analysis) and internal (Value Chain analysis, BCG Matrix) environments. One of such tools that analyze firm’s internal resources is VRIO analysis. The tool was originally developed by Barney, J. B. (1991) in his work ‘Firm Resources and Sustained Competitive Advantage’, where the author identified four attributes that firm’s resources must possess in order to become a source of sustained competitive advantage. According to him, the resources must be Valuable, Rare, imperfectly Imitable and Non-substitutable. His original framework was called VRIN. In 1995, in his later work ‘Looking Inside for Competitive Advantage’ Barney has introduced VRIO framework, which was the improvement of VRIN model. VRIO analysis stands for four questions that ask if a resource is: Valuable? Rare? Costly to Imitate? And is a firm Organized to capture the value of the resources? A resource or capability that meets all four requirements can bring sustained competitive advantage for the company. 
competitive parity
A term used to describe a method of allocating a budget for promotional activities that depends on what competitors are spending for similar activities. Competitive parity spending is a defensive strategy that can help a business protect its brand or product's competitive position in the marketplace without overspending. Also called defensive budgeting.

Advertising-expense budgeting method based on what a brand's or firm's competitors are estimated to be spending. This method assumes the other firms have the same marketing objectives and know what they are doing. See also adaptive control method, affordable method, objectives and task method, and percentage of sales method
Core Competence:-
their 1990 article entitled, The Core Competence of the Corporation, C.K. Prahalad and Gary Hamel coined the term core competencies, or the collective learning and coordination skills behind the firm’s product lines. They made the case that core competencies are the source of competitive advantage and enable the firm to introduce an

array of new products and services. According to Prahalad and Hamel, core competencies lead to the development of core products. Core products are not directly sold to end users; rather, they are used to build a larger number of end-user products. For example, motors are a core product that can be used in wide array of end products. The business units of the corporation each tap into the relatively few core products to develop a larger number of end user products based on the core product technology.

The intersection of market opportunities with core competencies forms the basis for launching new businesses. By combining a set of core competencies in different ways and matching them to market opportunities, a corporation can launch a vast array of businesses. Without core competencies, a large corporation is just a collection of discrete

businesses. Core competencies serve as the glue that bonds the business units together into a coherent portfolio.
Characteristics of Core Competencies
There are three tests for Core Competencies

Potential access to a wide variety of markets - the core competency must be capable of developing new products and services

A core competency must make a significant contribution to the perceived benefits of the end product.

Core Competencies should be difficult for competitors to imitate. In many industries, such competencies are likely to be unique

A distinctive competency is a competency unique to a business organization, a competency superior in some aspect than the competencies of other organizations, which enables the production of a unique value proposition in the function of the business. A distinctive competency is the basis for the development of an unassailable competitive advantage. The uniqueness differentiates this competency from all others, whether a core competency or simply a competenc
Benchmarking – or comparative analysis - involves identifying best practices in other administrations or work areas in order to reveal potential improvement opportunities, and then implementing those best practices in your own administration. The overall aim of benchmarking in a customs context is to improve efficiency and effectiveness in national customs administrations by comparing procedures or processes with the same or similar procedures/processes used by oth er countries. It can also be used to provide useful information to donors about the operation of customs procedures which will help them focus on areas where they need to provide support and take action to facilitate improvement. 

Benchmarking supports the detailed analysis of specific processes and procedures, and targets predetermined priority areas in a planned and clearly defined manner. It is a well-established business improvement tool, first developed by the private industry. It is effective in making an impact on performance and in meeting the challenge of delivering outcomes that contribute to continuous improvem

            2.2Value Chain Analysis Using Porter’s Model: primary & secondary activities
he idea of the value chain is based on the process view of organisations, the idea of seeing a manufacturing (or service) organisation as a system, made up of subsystems each with inputs, transformation processes and outputs. Inputs, transformation processes, and outputs involve the acquisition and consumption of resources - money, labour, materials, equipment, buildings, land, administration and management. How value chain activities are carried out determines costs and affects profits.

Most organisations engage in hundreds, even thousands, of activities in the process of converting inputs to outputs. These activities can be classified generally as either primary or support activities that all businesses must undertake in some form.

According to Porter (1985), the primary activities are:

Inbound Logistics - involve relationships with suppliers and include all the activities required to receive, store, and disseminate inputs.

Operations - are all the activities required to transform inputs into outputs (products and services).

Outbound Logistics - include all the activities required to collect, store, and distribute the output.

Marketing and Sales - activities inform buyers about products and services, induce buyers to purchase them, and facilitate their purchase.

Service - includes all the activities required to keep the product or service working effectively for the buyer after it is sold and delivered.

Secondary activities are:

Procurement - is the acquisition of inputs, or resources, for the firm.

Human Resource management - consists of all activities involved in recruiting, hiring, training, developing, compensating and (if necessary) dismissing or laying off personnel.

Technological Development - pertains to the equipment, hardware, software, procedures and technical knowledge brought to bear in the firm's transformation of inputs into outputs.

Infrastructure - serves the company's needs and ties its various parts together, it consists of functions or departments such as accounting, legal, finance, planning, public affairs, government relations, quality assurance and general management.
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2.3Organizational Capability Profile: Strategic Advantage Profile    
Organisational Capability Profile (OCP)
OCP is summarised statement which provides overview of strength and weakness in key result areas likely to affect future operation of the organisation. Information in this profile may be presented in qualitative terms or quantitative terms. 

After the preparation of OCP, the organisation is in a position to assess its relative strength and weaknesses vis-a-vis its competitors. If there is any gap in area, suitable action may be taken to overcome that.OCP shows the company’s capacity. OCP tells about company’s potential and capability. OCP tells what company can do.
Strategic Advantage Profile (SAP):
SAP describes the organisation’s competitive position in the market place. A comparison of SAP and OCP shows that, OCP indicates what the organisation do base on its capability; SAP indicates what the organisation has done or is doing in comparison to its competitors to generate competitive advantage for itself. Thus, OCP is internal-oriented, while SAP is external-oriented. In preparing SAP 3 factors are important:

1. The organisation should identify the factors which are relevant for determining success in the industry concerned. These factors are known as KSF.

2. Organisation should measure its performance on these factors in comparison to its competitors. Based on comparison, the organisation can find out whether it has advantage or disadvantage in terms of various factors.

3. After identifying advantage, the next step is to measure their sustainability because any advantage may turn into disadvantage due to change in environmental factors.

Strategic Stretch:-Strategic Intent is seen as going beyond Business as Usual Seen as Core Competency in Practice Apple and Honda's strategic intent was global dominance. Compare with Strategic Fit which doesn't have a long term component. Basically they used their core competences to achieve Strategic Intent. The difference between Intent and Resources is call Strategic Stretch. 

Examples: 

Apple beat Microsoft in mobile apps market 

Google beat Microsoft is search and categorization of networked information 

Breaking the Managerial Frame

Managers require their frame of reference from the culture of the company, business school education, peers, consultants and their own experience. They therefore frame their competitive stratagems from these managerial frames. 
From Fit to Stretch
A good place to start to break these managerial frames is to ask the question What is strategy? The answers normally center around; 

The concept of fit or the reparations between the company and its competitive environment. 

The allocation of resources among competing investment opportunities 

A long-term perspective towards building a company. 

This perspective is not wrong just imbalanced. It has obscured the merits of alternative frames in which the concept of scratch supplements the idea of fit; leveraging resources is as important as allocating them. Take two companies. Company A is big, dominant on the market and can outspend its competition on R&D, marketing and other resources. Company B is an upstart, with fewer resources, employees and financing etc. Strategically, Co A can preempt Beta by building new plant, increasing production and introducing new products at a lower cost. But B can retaliate by adopting guerrilla tactics, searching for undefended niches, etc. What distinguishes Co B from Co A is not B's limited resources but the greater gap between its current resources and its aspiration or stretch Alpha's problem is insufficient stretch. The products of stretch i.e. Encirclement not confrontation, accelerated product development, focus on a few core competences, strategic alliances. 

From Allocation to Leverage

Perhaps GM was too strategic. It had the resources to employ new technology but the employees were unable or unwilling to adopt new practices and absorb new technologies. At one time Canon had 10% of the market share that Xerox had but eventually displaced Xerox. Upstart CNN became the first place to go for breaking news instead of tuning in to CBS, ABC or NBC. There are two approaches to increasing productivity. One is by downsizing and maintaining the same output with fewer resources. Or, take the Ikea approach, can do more with the existing resources and stretch the organization. 

The Arenas of Resource Leverage

Management can leverage its resources, both financial and non-financial in five basic ways. By 

Concentrating them strategically 

Accumulating them efficiently 

Complementing one resource with another 

Conserving them 

Recovering them from the market place in the shortest possible time 

Concentrating Resources

Leverage requires a strategic focal point which has been called strategic intent.e.g. Komatsu's encircling of Caterpillar. British Airways and the World's Favourite Airline and Ten Tuner's CNN quest to be the first place people tune in for Breaking News. In all these cases there was a convergence of the company's managerial and financial resources and capabilities. Convergence prevents dilution of resouces over time and focus prevents dilution over any given time. No single business can give its full attention to all the goals of the company especially when some many be competing and non-complementary and its efforts are likely to be diluted. Komatsu focused almost entirely on quality. Only when has that been achieved did they focus of product development speed or low cost production. 
Accumulating Resources: Extracting and Borrowing
Because experience comes at a cost the ability to maximize insights is a critical component in resource leverage. Mazda has the ability to develop new products at a fraction of the time and cost of other car companies. Their smaller relative experiences make the managers more focused for clues for improving their manufacturing techniques. It also requires a corporate culture that is willing to challenge long term practices. Borrowing resources from other companies is another way to accumulate and leverage resources. Sony was one of the first companies to commercialize the transistor pioneered by AT&T. The skill is to internalize those skills an exploit and merge then with the company;s existing resources. NEC relied on hundreds of alliances, licensing deals, etc. This enabled them access to new technologies and new markets. Borrowing can take many forms - sharing development risk with customers, using cheaper labor form developing markets, participitating in intra-national research developments using taxpayers money. 

Complementing Resources: Blending and Balancing

By blending resources you can multiply the value of each synergistically. Blending requires technology generalists, systems thinking and the capacity to optimize complex technological trade-offs. Blending functions such as Marketing, R&D, Production etc is one form of blending while another form involves a company's ingenuity for dreaming up new product permutations. For instance The Ipad tablet is a larger version of the iPhone. Sony combines its miniaturized earphone technology and audio playback to create the Walkman. Balancing is anther approach to to complementing resources. A company must be above to develop, produce and deliver its products. EMI was able to develop a revolutionary CAT scanner but had difficulty producing and had no distribution capability and eventually had to withdraw from the market 

Conserving Resources: Recycling, Co-opting and Shielding

Sharp was able to recycle its capabilities in liquid display calculators for its Flat Screen TV's. A common saying in Japan is No technology is abandoned its just reserved for the future. Co-option can entice a fellow competitor against a common enemy. Alternatively, companies may work to establish a common new standard. In borrowing resources management seeks to absorb a partners' skills and make them its own. In co-opting the goal is to enroll others in pursuit of a common objective. the process begins with the question How can i convince other companies that they have a stake in my success Philips plays off Song against Matsushita. the other approach is the stick and withdraw the technology from being exploited by the market. To understand shielding the third form of resource conservation think of Dell. They could not compete with Compaq's dealership network so it sold its computers through the mail. Searching for undefended territory is another way to shield resources. Honda went in to small motor bikes, Canon went in to convenience copying. Toyota Lexus took on Mercedes not in Germany but California. 

Recovering Resources: Expediting Success

The time between the expenditure of the resource and their recovery is another source of leverage. Also the quicker the recovery the higher the resource multiplier. In the 1980,s and 1990;s Japan had a two-to-one developmental time advantage over the US. One way to expedite a recovery time it to build an international recognized brand name. Apple customers will buy its latest iPhone on the back of its reputation for highly technologically advanced products and a highly mature distribution chain that is largely controlled by itself. 

Stretch without Risk

The essential element of the strategy frame is the aspiration that creates a chasm between resources and ambition and how its strives to close the gap. The notion as strategy as stretch helps to bridge the gap between those who see strategy as a grand plan and those who see strategy as a series of incremental decisions. On the one hand it can be strategy as stretch as design and strategy as stretch by incrementalism. Ultimately, it recognizes the essential paradox of competition: leadership cannot be planned for, but neither can it happen without a grand plan an well considered aspiration.

                             2.4Portfolio Analysis: Business Portfolio Analysis
. Commerce: An analysis of elements of a company's product mix to determine the optimum allocation of its resources. Two most common measures used in a portfolio analysis are market growth rate and relative market share
Business Portfolio Analysis
a method of categorizing a firm's products according to their relative competitive position and business growth rate in order to lay the foundations for sound strategic planning

One way to think of corporate-level strategy is to compare it to an individual
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BCG Matrix 

The BCG Growth-Share Matrix is a portfolio planning model developed by Bruce Henderson of the Boston Consulting Group in the early 1970's. It is based on the observation that a company's business units can be classified into four categories based on combinations of market growth and market share relative to the largest competitor, hence the name "growth-share". Market growth serves as a proxy for industry attractiveness, and relative market share serves as a proxy for competitive advantage. The growth-share matrix thus maps the business unit positions within these two important determinants of profitability.

BCG Growth-Share Matrix 

This framework assumes that an increase in relative market share will result in an increase in the generation of cash. This assumption often is true because of the experience curve; increased relative market share implies that the firm is moving forward on the experience curve relative to its competitors, thus developing a cost advantage. A second assumption is that a growing market requires investment in assets to increase capacity and therefore results in the consumption of cash. Thus the position of a business on the growth-share matrix provides an indication of its cash generation and its cash consumption.

Henderson reasoned that the cash required by rapidly growing business units could be obtained from the firm's other business units that were at a more mature stage and generating significant cash. By investing to become the market share leader in a rapidly growing market, the business unit could move along the experience curve and develop a cost advantage. From this reasoning, the BCG Growth-Share Matrix was born.

The four categories are:

Dogs - Dogs have low market share and a low growth rate and thus neither generate nor consume a large amount of cash. However, dogs are cash traps because of the money tied up in a business that has little potential. Such businesses are candidates for divestiture.

Question marks - Question marks are growing rapidly and thus consume large amounts of cash, but because they have low market shares they do not generate much cash. The result is a large net cash comsumption. A question mark (also known as a "problem child") has the potential to gain market share and become a star, and eventually a cash cow when the market growth slows. If the question mark does not succeed in becoming the market leader, then after perhaps years of cash consumption it will degenerate into a dog when the market growth declines. Question marks must be analyzed carefully in order to determine whether they are worth the investment required to grow market share.

Stars - Stars generate large amounts of cash because of their strong relative market share, but also consume large amounts of cash because of their high growth rate; therefore the cash in each direction approximately nets out. If a star can maintain its large market share, it will become a cash cow when the market growth rate declines. The portfolio of a diversified company always should have stars that will become the next cash cows and ensure future cash generation.

Cash cows - As leaders in a mature market, cash cows exhibit a return on assets that is greater than the market growth rate, and thus generate more cash than they consume. Such business units should be "milked", extracting the profits and investing as little cash as possible. Cash cows provide the cash required to turn question marks into market leaders, to cover the administrative costs of the company, to fund research and development, to service the corporate debt, and to pay dividends to shareholders. Because the cash cow generates a relatively stable cash flow, its value can be determined with reasonable accuracy by calculating the present value of its cash stream using a discounted cash flow analysis.

Under the growth-share matrix model, as an industry matures and its growth rate declines, a business unit will become either a cash cow or a dog, determined soley by whether it had become the market leader during the period of high growth.

While originally developed as a model for resource allocation among the various business units in a corporation, the growth-share matrix also can be used for resource allocation among products within a single business unit. Its simplicity is its strength - the relative positions of the firm's entire business portfolio can be displayed in a single diagram.

Limitations

The growth-share matrix once was used widely, but has since faded from popularity as more comprehensive models have been developed. Some of its weaknesses are:

Market growth rate is only one factor in industry attractiveness, and relative market share is only one factor in competitive advantage. The growth-share matrix overlooks many other factors in these two important determinants of profitability.

The framework assumes that each business unit is independent of the others. In some cases, a business unit that is a "dog" may be helping other business units gain a competitive advantage.

The matrix depends heavily upon the breadth of the definition of the market. A business unit may dominate its small niche, but have very low market share in the overall industry. In such a case, the definition of the market can make the difference between a dog and a cash cow.

While its importance has diminished, the BCG matrix still can serve as a simple tool for viewing a corporation's business portfolio at a glance, and may serve as a starting point for discussing resource allocation among strategic business units.

GE 9 Cell Model :-

GE Matrix or McKinsey Matrix is a strategic tool for portfolio analysis. This strategic portfolio analysis tool has been initially developed by GE and McKinsey.

This tool compares different businesses on "Business Strength" and "Market Attractiveness" variables, plus the size of the bubbles represents the market size and allows the business user to compare business strength, market attractiveness, market size, and market share for different strategic business units (SBUs) or different product offerings.
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The GE matrix has nine cells. Based on its position, a strategic business unit can make any of the three resource allocation recommendations:

Grow

Hold

Harvest

 Also known as GE Business Screen

                      3.1 Generic Competitive Strategies: Meaning of generic competitive

                 Strategies,Low cost, Differentiation, Focus – when to use which strategy

Michael Porter has described a category scheme consisting of three general types of strategies that are commonly used by businesses to achieve and maintain competitive advantage. These three generic strategies are defined along two dimensions: strategic scope and strategic strength. Strategic scope is a demand-side dimension (Michael E. Porter was originally an engineer, then an economist before he specialized in strategy) and looks at the size and composition of the market you intend to target. Strategic strength is a supply-side dimension and looks at the strength or core competency of the firm. In particular he identified two competencies that he felt were most important: product differentiation and product cost (efficiency).
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Cost Leadership Strategy 

This generic strategy calls for being the low cost producer in an industry for a given level of quality. The firm sells its products either at average industry prices to earn a profit higher than that of rivals, or below the average industry prices to gain market share. In the event of a price war, the firm can maintain some profitability while the competition suffers losses. Even without a price war, as the industry matures and prices decline, the firms that can produce more cheaply will remain profitable for a longer period of time. The cost leadership strategy usually targets a broad market.

Some of the ways that firms acquire cost advantages are by improving process efficiencies, gaining unique access to a large source of lower cost materials, making optimal outsourcing and vertical integration decisions, or avoiding some costs altogether. If competing firms are unable to lower their costs by a similar amount, the firm may be able to sustain a competitive advantage based on cost leadership.

Firms that succeed in cost leadership often have the following internal strengths:

Access to the capital required to make a significant investment in production assets; this investment represents a barrier to entry that many firms may not overcome.

Skill in designing products for efficient manufacturing, for example, having a small component count to shorten the assembly process.

High level of expertise in manufacturing process engineering.

Efficient distribution channels.

Each generic strategy has its risks, including the low-cost strategy. For example, other firms may be able to lower their costs as well. As technology improves, the competition may be able to leapfrog the production capabilities, thus eliminating the competitive advantage. Additionally, several firms following a focus strategy and targeting various narrow markets may be able to achieve an even lower cost within their segments and as a group gain significant market share. 
Differentiation Strategy 
 A differentiation strategy calls for the development of a product or service that offers unique attributes that are valued by customers and that customers perceive to be better than or different from the products of the competition. The value added by the uniqueness of the product may allow the firm to charge a premium price for it. The firm hopes that the higher price will more than cover the extra costs incurred in offering the unique product. Because of the product's unique attributes, if suppliers increase their prices the firm may be able to pass along the costs to its customers who cannot find substitute products easily. 

Firms that succeed in a differentiation strategy often have the following internal strengths:

Access to leading scientific research.

Highly skilled and creative product development team.

Strong sales team with the ability to successfully communicate the perceived strengths of the product.

Corporate reputation for quality and innovation.

The risks associated with a differentiation strategy include imitation by competitors and changes in customer tastes. Additionally, various firms pursuing focus strategies may be able to achieve even greater differentiation in their market segments. 
Focus Strategy 
 The focus strategy concentrates on a narrow segment and within that segment attempts to achieve either a cost advantage or differentiation. The premise is that the needs of the group can be better serviced by focusing entirely on it. A firm using a focus strategy often enjoys a high degree of customer loyalty, and this entrenched loyalty discourages other firms from competing directly. 

Because of their narrow market focus, firms pursuing a focus strategy have lower volumes and therefore less bargaining power with their suppliers. However, firms pursuing a differentiation-focused strategy may be able to pass higher costs on to customers since close substitute products do not exist. 

Firms that succeed in a focus strategy are able to tailor a broad range of product development strengths to a relatively narrow market segment that they know very well. 

Some risks of focus strategies include imitation and changes in the target segments. Furthermore, it may be fairly easy for a broad-market cost leader to adapt its product in order to compete directly. Finally, other focusers may be able to carve out sub-segments that they can serve even better. 

A Combination of Generic Strategies 

- Stuck in the Middle? 

 These generic strategies are not necessarily compatible with one another. If a firm attempts to achieve an advantage on all fronts, in this attempt it may achieve no advantage at all. For example, if a firm differentiates itself by supplying very high quality products, it risks undermining that quality if it seeks to become a cost leader. Even if the quality did not suffer, the firm would risk projecting a confusing image. For this reason, Michael Porter argued that to be successful over the long-term, a firm must select only one of these three generic strategies. Otherwise, with more than one single generic strategy the firm will be "stuck in the middle" and will not achieve a competitive advantage. 

 Porter argued that firms that are able to succeed at multiple strategies often do so by creating separate business units for each strategy. By separating the strategies into different units having different policies and even different cultures, a corporation is less likely to become "stuck in the middle." 

 However, there exists a viewpoint that a single generic strategy is not always best because within the same product customers often seek multi-dimensional satisfactions such as a combination of quality, style, convenience, and price. There have been cases in which high quality producers faithfully followed a single strategy and then suffered greatly when another firm entered the market with a lower-quality product that better met the overall needs of the customers.

3.2Grand Strategies:

Growth Strategies
All growth strategies can be classified into one of two fundamental categories:  concentration within existing industries or diversification into other lines of business or industries.  When a company's current industries are attractive, have good growth potential, and do not face serious threats, concentrating resources in the existing industries makes good sense.  Diversification tends to have greater risks, but is an appropriate option when a company's current industries have little growth potential or are unattractive in other ways.  When an industry consolidates and becomes mature, unless there are other markets to seek (for example other international markets), a company may have no choice for growth but diversification.


There are two basic concentration strategies, vertical integration and horizontal growth. Diversification strategies can be divided into related (or concentric) and unrelated (conglomerate) diversification.  Each of the resulting four core categories of strategy alternatives can be achieved internally through investment and development, or externally through mergers, acquisitions, and/or strategic alliances -- thus producing eight major growth strategy categories.


Comments about each of the four core categories are outlined below, followed by some key points about mergers, acquisitions, and strategic alliances.

1. Vertical Integration:  This type of strategy can be a good one if the company has a strong competitive position in a growing, attractive industry.  A company can grow by taking over functions earlier in the value chain that were previously provided by suppliers or other organizations ("backward integration").  This strategy can have advantages, e.g.,  in cost, stability and quality of components, and making operations more difficult for competitors.  However, it also reduces flexibility, raises exit barriers for the company to leave that industry, and prevents the company from seeking the best and latest components from suppliers competing for their business.


A company also can grow by taking over functions forward in the value chain previously provided by final manufacturers, distributors, or retailers ("forward integration").  This strategy provides more control over such things as final products/services and distribution, but may involve new critical success factors that the parent company may not be able to master and deliver.  For example, being a world-class manufacturer does not make a company an effective retailer.


Some writers claim that backward integration is usually more profitable than forward integration, although this does not have general support.  In any case, many companies have moved toward less vertical integration (especially backward, but also forward) during the last decade or so, replacing significant amounts of previous vertical integration with outsourcing and various forms of strategic alliances.

2. Horizontal Growth:  This strategy alternative category involves expanding the company's existing products into other locations and/or market segments, or increasing the range of products/services offered to current markets, or a combination of both.  It amounts to expanding sideways at the point(s) in the value chain that the company is currently engaged in.  One of the primary advantages of this alternative is being able to choose from a fairly continuous range of choices, from modest extensions of present products/markets to major expansions -- each with corresponding amounts of cost and risk.

3. Related Diversification (aka Concentric Diversification):  In this alternative, a company expands into a related industry, one having synergy with the company's existing lines of business, creating a situation in which the existing and new lines of business share and gain special advantages from commonalities such as technology, customers, distribution, location, product or manufacturing similarities, and government access.  This is often an appropriate corporate strategy when a company has a strong competitive position and distinctive competencies, but its existing industry is not very attractive.

4. Unrelated Diversification (aka Conglomerate Diversification):  This fourth major category of corporate strategy alternatives for growth involves diversifying into a line of business unrelated to the current ones.  The reasons to consider this alternative are primarily seeking more attractive opportunities for growth in which to invest available funds (in contrast to rather unattractive opportunities in existing industries), risk reduction, and/or preparing to exit an existing line of business (for example, one in the decline stage of the product life cycle).  Further, this may be an appropriate strategy when, not only the present industry is unattractive, but the company lacks outstanding competencies that it could transfer to related products or industries.  However, because it is difficult to manage and excel in unrelated business units, it can be difficult to realize the hoped-for value added.

Mergers, Acquisitions, and Strategic Alliances:  Each of the four growth strategy categories just discussed can be carried out internally or externally, through mergers, acquisitions, and/or strategic alliances.  Of course, there also can be a mixture of internal and external actions.

Various forms of strategic alliances, mergers, and acquisitions have emerged and are used extensively in many industries today.  They are used particularly to bridge resource and technology gaps, and to obtain expertise and market positions more quickly than could be done through internal development.  They are particularly necessary and potentially useful when a company wishes to enter a new industry, new markets, and/or new parts of the world.


Despite their extensive use, a large share of alliances, mergers, and acquisitions fall far short of expected benefits or are outright failures.  For example, one study published in Business Week in 1999 found that 61 percent of alliances were either outright failures or "limping along."  Research on mergers and acquisitions includes a Mercer Management Consulting study of all mergers from 1990 to 1996 which found that nearly half "destroyed" shareholder value; an A. T. Kearney study of 115 multibillion-dollar, global mergers between 1993 and 1996 where 58 percent failed to create "substantial returns for shareholders" in the form of dividends and stock price appreciation; and a Price-Waterhouse-Coopers study of 97 acquisitions over $500 million from 1994 to 1997 in which two-thirds of the buyer's stocks dropped on announcement of the transaction and a third of these were still lagging a year later.


Many reasons for the problematic record have been cited, including paying too much, unrealistic expectations, inadequate due diligence, and conflicting corporate cultures; however, the most powerful contributor to success or failure is inadequate attention to the merger integration process.  Although the lawyers and investment bankers may consider a deal done when the papers are signed and they receive their fees, this should be merely an incident in a multi-year process of integration that began before the signing and continues far beyond.

Stability Strategies
There are a number of circumstances in which the most appropriate growth stance for a company is stability, rather than growth.  Often, this may be used for a relatively short period, after which further growth is planned.  Such circumstances usually involve a reasonable successful company, combined with circumstances that either permit a period of comfortable coasting or suggest a pause or caution.  Three alternatives are outlined below, in which the actual strategy actions are similar, but differing primarily in the circumstances motivating the choice of a stability strategy and in the intentions for future strategic actions.

1. Pause and Then Proceed:  This stability strategy alternative (essentially a timeout)  may be appropriate in either of two situations:  (a) the need for an opportunity to rest, digest, and consolidate after growth or some turbulent events - before continuing a growth strategy, or (b) an uncertain or hostile environment in which it is prudent to stay in a "holding pattern" until there is change in or more clarity about the future in the environment.

2. No Change:  This alternative could be a cop-out, representing indecision or timidity in making a choice for change.  Alternatively, it may be a comfortable, even long-term strategy in a mature, rather stable environment, e.g., a small business in a small town with few competitors.

3. Grab Profits While You Can:  This is a non-recommended strategy to try to mask a deteriorating situation by artificially supporting profits or their appearance, or otherwise trying to act as though the problems will go away. It is an unstable, temporary strategy in a worsening situation, usually chosen either to try to delay letting stakeholders know how bad things are or to extract personal gain before things collapse.  Recent terrible examples in the USA are Enron and WorldCom.

Retrenchment Strategies
Turnaround:  This strategy, dealing with a company in serious trouble, attempts to resuscitate or revive the company through a combination of contraction (general, major cutbacks in size and costs) and consolidation (creating and stabilizing a smaller, leaner company).  Although difficult, when done very effectively it can succeed in both retaining enough key employees and revitalizing the company.

Captive Company Strategy:  This strategy involves giving up independence in exchange for some security by becoming another company's sole supplier, distributor, or a dependent subsidiary.

Sell Out:  If a company in a weak position is unable or unlikely to succeed with a turnaround or captive company strategy, it has few choices other than to try to find a buyer and sell itself (or divest, if part of a diversified corporation).

Liquidation:  When a company has been unsuccessful in or has none of the previous three strategic alternatives available, the only remaining alternative is liquidation, often involving a bankruptcy.  There is a modest advantage of a voluntary liquidation over bankruptcy in that the board and top management make the decisions rather than turning them over to a court, which often ignores stockholders' interests.
Outsourcing Strategies
racting out of a business process to a third-party. The term "outsourcing" became popular in the United States near the turn of the 21st century. Outsourcing sometimes involves transferring employees and assets from one firm to another, but not always.[1] Outsourcing is also used to describe the practice of handing over control of public services to for-profit corporations.[2]

Outsourcing includes both foreign and domestic contracting,[3] and sometimes includes offshoring or relocating a business function to another country.[4] Financial savings from lower international labor rates is a big motivation for outsourcing/offshoring.

The opposite of outsourcing is called insourcing, which entails bringing processes handled by third-party firms in-house, and is sometimes accomplished via vertical integration. However, a business can provide a contract service to another business without necessarily insourcing that business process.

 ----------------------------------------------------------------------------------------------------------------------

4.1 Strategy Implementation

Strategic implementation put simply is the process that puts plans and strategies into action to reach goals. A strategic plan is a written document that lays out the plans of the business to reach goals, but will sit forgotten without strategic implementation. The implementation makes the company’s plans happen.
Components of a strategic plan:-
There are many components of the process which are spread throughout strategic planning stages. Most often, the strategic planning process has 4 common phases: strategic analysis, strategy formulation, implementation and monitoring (David[5], Johnson, Scholes & Whittington[6], Rothaermel[1], Thompson and Martin[2]). For clearer understanding, this article represents 5 stages of strategic planning process:

Initial Assessment

Situation Analysis

Strategy Formulation

Strategy Implementation

Strategy Monitoring

barriers to implementation of strategy
The Vision Barrier

 Only 5% of the work force understands the strategy. The “command and control” mechanisms of the industrial age, when employees were merely “spokes in the wheel,” who required little knowledge of the company vision are no longer effective in the age of the knowledge-based economy. 

The People Barrier

 Only 25% of managers have personal objectives and incentives linked to strategy. Most incentive compensation systems are tied to short-term financial results, rather than the long-term initiatives that support strategy execution. 

The Resource Barrier

 60% of organizations don't link budgets to strategy. This occurrence is not uncommon, as in many companies the budgeting and strategic planning functions don't interact! Amazing! And since budgets are the traditional tools for planning the allocation of human and financial resources, strategic plans and strategic initiatives may fall short in terms of necessary resources.

The Management Barrier 

 85% of executive teams spend less than one hour per moth discussing strategy. Have you ever conducted a monthly operations review meeting with your staff? When you hold operations reviews, is the majority of time dedicated to a discussion of financial results, focusing on "budget versus actual" variances. Not uncommon. But, since budgets are often not linked to the strategic plan, the discussions may completely avoid any focus on the true value drivers in the business.

Mintzberg’s 5 Ps – Deliberate & Emergent Strategies
The word "strategy" has been used implicitly in different ways even if it has traditionally been defined in only one. Explicit recognition of multiple definitions can help people to manoeuvre through this difficult field. Mintzberg provides five definitions of strategy:
Plan ,Ploy, Pattern,Position ,Perspective.,Plan
Strategy is a plan - some sort of consciously intended course of action, a guideline (or set of guidelines) to deal with a situation. By this definition strategies have two essential characteristics: they are made in advance of the actions to which they apply, and they are developed consciously and purposefully.

Ploy
As plan, a strategy can be a ploy too, really just a specific manoeuvre intended to outwit an opponent or competitor.

Pattern
If strategies can be intended (whether as general plans or specific ploys), they can also be realised. In other words, defining strategy as plan is not sufficient; we also need a definition that encompasses the resulting behaviour: Strategy is a pattern - specifically, a pattern in a stream of actions. Strategy is consistency in behaviour, whether or not intended. The definitions of strategy as plan and pattern can be quite independent of one another: plans may go unrealised, while patterns may appear without preconception.

Plans are intended strategy, whereas patterns are realised strategy; from this we can distinguish deliberate strategies, where intentions that existed previously were realised, and emergent strategies where patterns developed in the absence of intentions, or despite them.
 Position
Strategy is a position - specifically a means of locating an organisation in an "environment". By this definition strategy becomes the mediating force, or "match", between organisation and environment, that is, between the internal and the external context.

Perspective
Strategy is a perspective - its content consisting not just of a chosen position, but of an ingrained way of perceiving the world. Strategy in this respect is to the organisation what personality is to the individual. What is of key importance is that strategy is a perspective shared by members of an organisation, through their intentions and / or by their actions. In effect, when we talk of strategy in this context, we are entering the realm of the collective mind - individuals united by common thinking and / or behaviour.

Mc Kinsey’s 7s Framework
The McKinsey 7S Framework is a management model developed by well-known business consultants Robert H. Waterman, Jr. and Tom Peters (who also developed the MBWA-- "Management By Walking Around" motif, and authored In Search of Excellence) in the 1980s. This was a strategic vision for groups, to include businesses, business units, and teams. The 7S are structure, strategy, systems, skills, style, staff and shared values.

The model is most often used as a tool to assess and monitor changes in the internal situation of an organization.

The model is based on the theory that, for an organization to perform well, these seven elements need to be aligned and mutually reinforcing. So, the model can be used to help identify what needs to be realigned to improve performance, or to maintain alignment (and performance) during other types of change.

Whatever the type of change – restructuring, new processes, organizational merger, new systems, change of leadership, and so on – the model can be used to understand how the organizational elements are interrelated, and so ensure that the wider impact of changes made in one area is taken into consideration.

Objective[edit]

(To analyze how well an organization is positioned to achieve its intended objective)

Usage

Improve the performance of a company

Examine the likely effects of future changes within a company

Align departments and processes during a merger or acquisition

Determine how best to implement a proposed strategy

The Seven Interdependent Elements

The basic premise of the model is that there are seven internal aspects of an organization that need to be aligned if it is to be successful
Hard Elements

Strategy

Structure

Systems

Soft Elements

Shared Values

Skills

Style

Staff

4.2Organization Structures for Strategy Implementation
Organization Structures for Strategy Implementation

An organization and its structure vary from company to company.  Depending upon the objectives, an organization can be structured in different ways.  The structure of an organization determines the way in which it operates and performs.

The structure in a way contributes to the achievement of common aim.  Most of the organizations have structures which are hierarchical in nature, but not all.  Organization structure allows for different functions and pressures to different entities, viz., departments, branches, work groups or individual.  Individuals are normally employed or hired under time-limited work, contracts or work orders, or under permanent employment contracts.  Organization structure can be formal or informal.

Organization structure types:
Pre-bureaucratic Structure: Centralized.  Seen in small companies.  Lacks standardization of tasks.  Suits new organizations for owner to have total control.

Bureaucratic Structure: Some standardization is seen.  Ideal for complex and large organizations.  Suits hierarchical organizations.

Post-bureaucratic Structure: Not bureaucratic in functions. Decisions are taken on consensus, and dialogue than on authority.  More a net-work than hierarchy.  Horizontal decision making process.  More of participation and empowerment.

Functional Structure: Each division/employees function for specialized tasks.  Could lead to lack of communication and being slow.

Divisional Structure: Divisions can be geographical or in product/service basis.  Each division within a divisional set-up contains all resources and functions within.

Matrix Structure: This groups employees by both function and product.  Uses groups of employees for the strengths and to make up for the weaknesses.  Matrix structure is one of the best form for an organization.

Flat Structure: Common in entrepreneurial start-ups.  Later becomes hierarchical; becomes bureaucratic.

Team Structure: This is flexible type, and as a team performs designated tasks.  The team defines the entire organization.  Even large bureaucratic structure use team structures to benefit

Net-work Structure: Contracts are out-sourced, and the business functions can be done better and cheaply.  Electronic means are used for coordination and control of external relations.

Virtual Structure: Inter-net is used for boundaryless organization.  A small organization can operate globally to be a market leader in a niche.  A number of niche markets make the company highly profitable and the cost of reaching the customers and clients is dramatically cheap.
Strategy Implementation:
Structure is the design of the organization through which strategy is administered.  Sometimes, change in the organization strategy leads to new administrative problems which in turn require a new or re-fashioned structure for the successful implementation of new strategy.  Organizational structure has to align with organization strategies and must integrate strategy formulation and implementation.

Organizations use `strategy implementation model`, `strategic change`, `human resources and strategy implementation`,  `strategy and structure` and `incentives and control`, for effective implementation of strategy through organization structure.

Strategy affects structure, and the choice of structure affects efficiency and effectiveness.

Matching structure to strategy:-
The following five-sequence procedure serves as a useful guide for fitting structure to  strategy:
1)  Pinpoint the key functions and tasks requisite for successful strategy execution
2) Reflect on how the strategy-critical functions and organizational units relate to those that are routine and to those that provide staff support-
3) Make strategy-critical business units and functions the main organizational build​ing blocks.
4) Determine the degrees of authority needed to manage each organizational unit, bearing in mind both the    benefits and costs of decentralized decision making.

5) Provide for coordination among the various organizational units.
organizational design for stable Vs turbulent environment
The environment is the world in which the organization operates, and includes conditions that influence the organization such as economic, social‐cultural, legal‐political, technological, and natural environment conditions. Environments are often described as either stable or dynamic.

In a stable environment, the customers' desires are well understood and probably will remain consistent for a relatively long time. Examples of organizations that face relatively stable environments include manufacturers of staple items such as detergent, cleaning supplies, and paper products.

In a dynamic environment, the customers' desires are continuously changing—the opposite of a stable environment. This condition is often thought of as turbulent. In addition, the technology that a company uses while in this environment may need to be continuously improved and updated. An example of an industry functioning in a dynamic environment is electronics. Technology changes create competitive pressures for all electronics industries, because as technology changes, so do the desires of consumers.

In general, organizations that operate in stable external environments find mechanistic structures to be advantageous. This system provides a level of efficiency that enhances the long‐term performances of organizations that enjoy relatively stable operating environments. In contrast, organizations that operate in volatile and frequently changing environments are more likely to find that an organic structure provides the greatest benefits. This structure allows the organization to respond to environment change more proactively.

4.3Changing Structures & Processes

a. What is Business Process Reengineering The industrialization and later the automation have led to much cheaper products, larger factories and from producing by order to producing large quantities of one product. The most important methods over the time to enhance the development of the industrial revolution are: 

(a) Specialization of labour

(b) Mass production

(c) Hierarchical organizational structure following functional specialities with top-down lines of authority

(d) Assembly lines that bring the work to the worker whenever possible
(e)  support systems for planning and budgeting, resource allocation, coordination and control.

Business process reengineering is defined as the analysis and radical redesign of business processes within and between organizations. A business process is a set of logically related activities that take one or more kinds of input and create an output of value to the customer. It implies a strong emphasis on how work is done within an organization. The processes have two important characteristics: they have customers and they cross organizational boundaries. Processes are generally identified in terms of beginning and end points, interfaces, and organization units involved. High impact processes should have process owners. Examples of processes include: developing a new product, ordering goods from a supplier, creating a marketing plan, processing and paying an insurance claim etc. Processes may be defined based on three dimensions:
· Entities: Processes take place between organizational entities. They could be interorganizational, interfunctional or interpersonal. 
· Objects: Processes result in manipulation of objects. These objects could be Physical or Informational. 
· Activities: Processes could involve two types of activities: Managerial (e.g. develop a budget) and Operational (e.g. fill a customer order). 

                            Six Sigma – Process consisting of defining
Six Sigma is a set of techniques and tools for process improvement. It was developed by Motorola in 1986,[1][2] coinciding with the Japanese asset price bubble which is reflected in its terminology.[citation needed] Jack Welch made it central to his business strategy at General Electric in 1995.[3] Today, it is used in many industrial sectors.[4]
Lean Six Sigma is simply a process for solving a problem. It consists of five basic phases: Define, Measure, Analyze, Improve, and Control. This process is also known as DMAIC (pronounced “duh-may-ik”), its acronym.

Define

What problem would you like to fix? The Define Phase is the first phase of the Lean Six Sigma improvement process. In this phase, the leaders of the project create a Project Charter, create a high-level view of the process, and begin to understand the needs of the customers of the process. This is a critical phase of Lean Six Sigma in which your teams define the outline of their efforts for themselves and the leadership (executives) of your organization.

Measure

How does the process currently perform? Measurement is critical throughout the life of the project and as the team focuses on data collection initially they have two focuses: determining the start point or baseline of the process and looking for clues to understand the root cause of the process. Since data collection takes time and effort it’s good to consider both at the start of the project

Analyze

What does your data tell you? This phase is often intertwined with the Measure Phase. As data is collected, the team may consist of different people who will collect different sets of data or additional data. As the team reviews the data collected during the Measure Phase, they may decide to adjust the data collection plan to include additional information. This continues as the team analyzes both the data and the process in an effort to narrow down and verify the root causes of waste and defects

Improve

How will you fix the problem? Once the project teams are satisfied with their data and determined that additional analysis will not add to their understanding of the problem, it’s time to move on to solution development. The team is most likely collecting improvement ideas throughout the project, but a structured improvement effort can lead to innovative and elegant solutions

Lean Six Sigma is a managerial concept combining Lean and Six Sigma that results in the elimination of the eight kinds of wastes / muda (classified as Defects, Overproduction, Waiting, Non-Utilized Talent, Transportation, Inventory, Motion, Extra-Processing) and an improved capability of performance. The term Six Sigma is statistically based on the provision of goods and service at a rate of 3.4 defects per million opportunities (DPMO). A mnemonic for the wastes is "DOWNTIME."[1]

The Lean Six Sigma concepts were first published in the book titled Lean Six Sigma: Combining Six Sigma with Lean Speed by Michael George and Peter Vincent in 2002. Lean Six Sigma utilises the DMAIC phases similar to that of Six Sigma. The Lean Six Sigma projects comprise the Lean's waste elimination projects and the Six Sigma projects based on the critical to quality characteristics. The DMAIC toolkit of Lean Six Sigma comprises all the Lean and Six Sigma tools. The training for Lean Six Sigma is provided through the belt based training system similar to that of Six Sigma. The belt personnel are designated as white belts, yellow belts, green belts, black belts and master black belts, similar to karate.

For each of these belt levels skill sets are available that describe which of the overall Lean Six Sigma tools are expected to be part at a certain Belt level. These skill sets provide a detailed description of the learning elements that a participant will have acquired after completing a training program. The level upon which these learning elements may be applied is also described. The skill sets reflects elements from Six Sigma, Lean and other process improvement methods like TOC (Theory of Constraints) and TPM (Total Productive Maintenance).

It seems very important to take into account in Lean Six Sigma projects also about automation. A rule of thumb coming from many years of application at GE is that the benefits of a Lean Sigma project come roughly 50% from organizational and layout modifications and 50% from digitization.

                                                    4.4Corporate Culture
Building Learning organizations:-
business author Gabrielle O’Donovan defines corporate governance as ‘an internal system encompassing policies, processes and people, which serves the needs of shareholders and other stakeholders, by directing and controlling management activities with good business savvy, objectivity and integrity. Sound corporate governance is reliant on external marketplace commitment and legislation, plus a healthy board culture which safeguards policies and processes’.
Creating a learning culture 
Creating a learning culture within your organisation will take you one step beyond just acquiring the skills that you need to deliver its products and services. 

It will empower your people to achieve dramatically improved results compared to more traditional organisations, as it enables staff to: 

easily adapt to change 

actually anticipate change 

be more responsive to the market place 

generate more energetic, loyal and goal oriented employees 

grow through innovation. 

Learning cultures can be achieved in all Authorities, Industries and Companies of all sizes. 
promoting participation through technique of Management by Objectives (MBO),
According to Drucker, the procedure of setting objectives and monitoring your progress towards them should permeate the entireorganization, top to bottom. His other seminal contribution was in predicting the importanceof what today we would call intellectual capital. He predicted the rise of what he called the “knowledge worker” and explained the consequences of this for management. He said that knowledge work is non-hierarchical. Work would be carried out in teams with the person most knowledgeable in the task at hand being the temporary leader.
Total Quality Management (TQM):- TQM is based on five integrated steps: Improved quality leads to decreased costs through less rework, fewer mistakes, fewer delays, and more efficient use of time and materials. This in turn leads to increased productivity. Higher quality brings greater market share through increased customer

satisfaction and opens the possibility for differentiation based on quality. Such differentiation is associated with higher prices. The combination of higher prices and lower costs increases profitability. Finally, this allows the company to hire more employees. In the final analysis,everybody wins! By the following ways:
• Implementing TQM
• Build an organizational commitment to quality:
• Focus on the customer:
• Measure quality:
• Set goals and create incentives:
• Solicit input employees:
• Identify defects and find the source:
• Build relationships with suppliers:
• Design with production in mind:
• Break down cross-functional barriers

                                                     4.5 Strategy Evaluation

Operations Control and Strategic Control – Symptoms of malfunctioning of strategy

Differences Between Strategic And Operational Control

 The differences between strategic and operational control are highlighted by reference to a general definition of management control: "Management control is the set of measurement, analysis, and action decisions required for the timely management of the continuing operation of a process". This section discusses in the terms presented. 

Measurement:

Strategic control requires data from more sources. The typical operational control problem uses data from very few sources. 

Strategic control requires more data from external sources. Strategic decisions are normally taken with regard to the external environment as opposed to internal operating factors. 

Strategic control are oriented to the future. This is in contrast to operational control decisions in which control data give rise to immediate decisions that have immediate impacts. 

Strategic control is more concerned with measuring the accuracy of the decision premise. Operating decisions tend to be concerned with the quantitative value of certain outcomes. 

Strategic control standards are based on external factors. Measurement standards for operating problems can be established fairly by past performance on similar products or by similar operations currently being performed. 

Strategic control relies on variable reporting interval. The typical operating measurement is concerned with operations over some period of time: pieces per week, profit per quarter, and the like.

Symptoms of malfunctioning of strategy:-Symptoms of malfunctioning of strategy are as follows:

1) Company is not performing as well as against its close rivals, similar companies or industry as a whole.

2) Company is not performing in terms of stated objectives, return on Investment (ROI), market share, profitability trends, EPS, etc.,

3) Corporate culture is not aligned with strategy,

4) Implementation of strategy is slow,

5) Organisational conflict and interdepartmental bickering are often symptoms of strategy malfunction,

6) Managerial problems continue despite changes in personnel and if they tend to be issue-based rather than people-based, their strategies may be inconsistent,

7) If success for one organisational department means failure for another department then it is a symptom of strategy malfunction,

8) If policy problems and issues continue to be brought to the top for resolution, then strategy may be malfunctioning,

9) Overtaxing of available resources is a symptom of strategy malfunction,

10) Degree of risk is high as compared to rewards,

11) Strategy is inconsistent with changing environment,

12) If strategy implementation does not give due cognizance to time horizon, then it is symptom of strategy malfunction.
Use of Balanced Scorecard for strategy evaluation:-
Introduction

The balance scorecard is used as a strategic planning and a management technique. This is widely used in many organizations, regardless of their scale, to align the organization's performance to its vision and objectives.

The scorecard is also used as a tool, which improves the communication and feedback process between the employees and management and to monitor performance of the organizational objectives.

As the name depicts, the balanced scorecard concept was developed not only to evaluate the financial performance of a business organization, but also to address customer concerns, business process optimization, and enhancement of learning tools and mechanisms.
The Basics of Balanced Scorecard
Following is the simplest illustration of the concept of balanced scorecard. The four boxes represent the main areas of consideration under balanced scorecard. All four main areas of consideration are bound by the business organization's vision and strategy.

cial Perspective: This consists of costs or measurement involved, in terms of rate of return on capital (ROI) employed and operating income of the organization.

Customer Perspective: Measures the level of customer satisfaction, customer retention and market share held by the organization.

Business Process Perspective: This consists of measures such as cost and quality related to the business processes.

Learning and Growth Perspective: Consists of measures such as employee satisfaction, employee retention and knowledge management.

The four perspectives are interrelated. Therefore, they do not function independently. In real-world situations, organizations need one or more perspectives combined together to achieve its business objectives.

For example, Customer Perspective is needed to determine the Financial Perspective, which in turn can be used to improve the Learning and Growth Perspective.
Features of Balanced Scorecard
From the above diagram, you will see that there are four perspectives on a balanced scorecard. Each of these four perspectives should be considered with respect to the following factors.

When it comes to defining and assessing the four perspectives, following factors are used:

Objectives: This reflects the organization's objectives such as profitability or market share.

Measures: Based on the objectives, measures will be put in place to gauge the progress of achieving objectives.

Targets: This could be department based or overall as a company. There will be specific targets that have been set to achieve the measures.

Initiatives: These could be classified as actions that are taken to meet the objectives.

                                          5.1 Blue Ocean Strategy
Difference between blue & red ocean strategies
 competitive world, where supply is greater than demand, competition is becoming fiercer everyday. Customers want a lot more and at a better price. As a result, companies find themselves struggling and competing to hold on to their existing market shares and are therefore stuck in the realm of a Red Ocean (competition).

BOS as a concept was not given a formalized structure until 2005. Most BOS success stories in the past have been through trial and error. BOS is not a new concept but one which has always been in existence and worked on over the years. BOS as a process is not intuitive which is why a formal framework was required for repeated use of the strategy. Prof Kim and Mauborgne, for the first time, formally introduced “value innovation” as a concept in 1997. They did not invent the concept, they discovered it.  Just like Newton discovered the Law of gravity. Law of gravity was always in existence and it was only with the observation of a falling apple did Newton discover it for us. Similarly, a systematic way of thinking blue was discovered by giving a fresh approach to strategy. People have always learned, applied, talked, discussed about competitive strategy (Red Ocean). Red Ocean is a part of our business and thought processes and is therefore the only concept we look at while formulating strategies. Blue Ocean does not require a complete change in one’s perspective towards business. Just a one degree shift in our perspectives will present a whole new gamut of opportunities. In other words, it is a way of adapting our existing thought processes and that is precisely why BOS is called “systematic creativity”. The concept of Blue Ocean is not new, but the theoretical framework is!

Blue Ocean Strategy coexists alongside Red Ocean Strategy (Competitive Strategy). Every blue ocean move will ultimately turn into a red ocean.  But we believe that a Blue Ocean move will give the company a head start it requires to understand and conquer the existing competition. Competition will ultimately catch up but it typically takes about 2-3 years for a blue ocean move to be emulated.

Blue Ocean is extremely helpful when a company finds itself constrained in a particular situation. That is when the company has maximum potential to think differently. Blue ocean facilitates the process of thinking different.
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principles of blue ocean strategy:-
Principles of Blue Ocean Strategy

The six main principles guide companies through the formulation and execution of blue ocean strategy in a systematic, risk-minimizing manner.

The first four principles address blue ocean strategy formulation:

1. Reconstruct market boundaries. This principle identifies the paths by which managers can systematically create uncontested market space across diverse industry domains, hence attenuating search risk. Using a Six Paths framework, it teaches companies how to make the competition irrelevant by looking across the six conventional boundaries of competition to open up commercially important blue oceans.

2. Focus on the big picture, not the numbers. This principle, which addresses planning risk, presents an alternative to the existing strategic planning process, which is often criticized as a number-crunching exercise that keeps companies locked into making incremental improvements. Using a visualizing approach that drives managers to focus on the big picture, this principle proposes a four-step planning process for strategies that create and capture blue ocean opportunities.

3. Reach beyond existing demand. To create the greatest market of new demand, managers must challenge the conventional practice of aiming for finer segmentation to better meet existing customer preferences, which often results increasingly small target markets. Instead, this principle, which addresses scale risk, states the importance of aggregating demand, not by focusing on the differences that separate customers but rather by building on the powerful commonalities across noncustomers.

4. Get the strategic sequence right. The fourth principle describes a sequence that companies should follow to ensure that the business model they build will be able to produce and maintain profitable growth. When companies follow the sequence of (1) utility, (2) price, (3) cost, and (4) adoption requirements, they address the business model risk.

The remaining two principles address the execution risks of blue ocean strategy.

5. Overcome key organizational hurdles. Tipping point leadership shows managers how to mobilize an organization to overcome the key organizational hurdles that block the implementation of a blue ocean strategy. This principle mitigates organizational risk, outlining how leaders and managers can surmount the cognitive, resource, motivational, and political hurdles in spite of limited time and resources.

6. Build execution into strategy. This principle introduces fair process to address the management risk associated with people’s attitudes and behaviors. Because a blue ocean strategy represents a departure from the status quo, fair process is required to facilitate both strategy making and execution by mobilizing people for the voluntary cooperation needed for execution. By integrating execution into strategy formulation, people are motivated to act.

Strategy Canvas 
 The strategy canvas is the central diagnostic and action framework for building a compelling blue ocean strategy. The horizontal axis captures the range of factors that the industry competes on and invests in, while the vertical axis captures the offering level that buyers receive across all of these key competing factors.

The strategy canvas serves two purposes:

• To capture the current state of play in the known market space, which allows users to clearly see the factors that the industry competes on and where the competition currently invests and

• To propel users to action by reorienting focus from competitors to alternatives and from customers to noncustomers of the industry

The value curve is the basic component of the strategy canvas. It is a graphic depiction of a company’s relative performance across its industry’s factors of competition. A strong value curve has focus, divergence as well as a compelling tagline.

A value curve, also called a strategic profile, is the graphic depiction of a company’s strategy. It captures a company’s relative performance across the key competitive factors of an industry including price. The framework used to capture the strategic profile or value curve of a company’s business or product/service is the strategy canvas.
  
 FourAction framework:-
 
 The Four Actions Framework is used to reconstruct buyer value elements in crafting a new value curve. To break the 
trade-   
off between differentiation and low cost and to create a new value curve, the framework poses four key 
questions,  
shown in the diagram, to challenge an industry’s strategic.
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5.2 Business Models:

A business model describes the rationale of how an organization creates, delivers, and captures value,[1] in economic, social, cultural or other contexts. The process of business model construction is part of business strategy.

Value Proposition: What unique value does a company’s product or service create for customers.
components of business models

Customer Segments: What group(s) of customers is a company targeting with its product or service 

Customer Relationships: How does a company plan to build relationships with the customers it is serving

Customer Channels: What channels does a company use to acquire, retain and continuously develop its customers

Revenue Streams: How is a company pulling all of the above elements together to create multiple revenue streams and generate continuous cashflow

The components listed above represent the right side of the canvas and combine to form the revenue generating mechanism of the business. Listed below are the components that combine to form the cost structure of the business on the left side of the canvas.

Key Partnerships: What strategic and cooperative partnerships does a company form to increase the scalability and efficiency of the business

Key Resources: What assets and knowledge does a company possess that allow it to deliver its value to customers in ways that other companies can’t

Key Activities: What activities does a company engage in that allow it to execute its strategy and establish a presence in the market

Cost Structure: What are the costs associated with each of the above elements and which components can be leveraged to reduce costs.

New business models for Internet Economy:- E-commerce is fundamentally changing the economy and the way business is conducted. E-commerce forces

companies to find new ways to expand the markets in which they compete, to attract and retain customers by tailoring products and services to their needs, and to restructure their business processes to deliver products and services more efficiently and effectively. However, despite rapid and sustained development of e-commerce, many companies doing e-business are still in the investment and brand-building phase and have yet to make a profit (Zwass 1998). Many e-businesses (or Internet companies) have focused on the visual attractiveness and ease of use of their Web sites as the primary method of increasing their customer base. However, as e-businesses shift their focus from building a customer base to increasing revenue growth and profitability, they should re-evaluate their current business strategies, if any, and develop strategies that provide a clear path to profitability.
E-Business Strategies for Competitive Advantage
This section considers the impact of the Internet on marketing mix and competitive forces, and suggests

strategies for achieving a competitive advantage.

On the Internet, consumers can easily collect information about products or services without traveling to stores to inspect products and compare prices. In the offline market researching product offerings can be extremely expensive and time consuming. As a result, consumers rely on product suppliers and retailers to aid them in the search, and the suppliers and retailers take advantage of this situation by charging higher prices (Allen and Fjermestad 2000; Viswanathan 2000). Consumers end up paying more and often not getting the product they really wanted. However, this is not the case for e-commerce. In the Internet market, a complete search of product offerings is possible at virtually no cost. Because consumers can easily compare prices and find close substitutes, companies are forced to lower prices. Companies cannot achieve competitive advantage simply by exploiting consumers' search costs, as they did in the physical market.
The virtual value chain, created by John Sviokla and Jeffrey Rayport,[1] is a business model describing the dissemination of value-generating information services throughout an Extended Enterprise . This value chain begins with the content supplied by the provider, which is then distributed and supported by the information infrastructure; thereupon the context provider supplies actual customer interaction. It supports the physical value chain of procurement, manufacturing, distribution and sales of traditional companies.

To illustrate the distinction between the two value chains consider the following: “when consumers use answering machines to leave a message, they are using an object that is both made and sold in the physical world, however when they buy electronic answering services from the phone company they are using the marketspace—a virtual realm where products and services are digital information and are delivered through information-based channels.” (Rayport et al. 1996) Many businesses employ both value chains, including banks, which provide services to customers in the physical world at their branch offices and virtually online. The value chain is separated into two chains because the marketplace (physical) and the marketspace (virtual) need to be managed in different ways to be effective and efficient (Samuelson 1981). Nonetheless, the linkage between the two is critical for effective supply chain management.

New developments lead to new strategies[edit]
In the last decade the advancement of IT and the development of various concepts in manufacturing, such as 'just In time (JIT) have led to the situation where businesses no longer focus purely on the physical aspect of the value chain as the virtual value chain became equal in importance.

Michael Porter, creator of the value chain concept, stated that no value is added by the Internet itself, however the Internet should be incorporated into the business’ value chain. As a result the Internet affects primary activities and the activities that support them in numerous ways. Porter describes the value chain in the following:

“The value chain requires a comparison of all the skills and resources the firm uses to perform each activity.”

The products and services the business supplies to the market need to conform to a channel that fits the customer’s needs. Therefore this channel controls the strategy of the business. The channel comprises different events, and each of these events should accord with the overall strategy of the business.

In the virtual value chain (VVC), information became a dynamic element in the formation of a business’ competitive advantage. The information is utilized to generate innovative concepts and ‘new knowledge’. This translates to new value for the consumer. The VVC model reveals what function they have in the chain. If they are not currently offering information-based services (i.e. Internet services), how they can make the transition.

The transfer of information between all events and among all members is a fundamental component in using this model. In the VVC the creation of knowledge/added value involves a series of five events: gathering, organization, selection, synthesis, and distribution of information

Relevance to the business world[edit]

The virtual value chain offers a view that encompasses the entire network along with its employment of IT. The VVC model has a relationship to the supply chain and the goal of that relationship is to produce materials, information and knowledge for the market. IT maintains the relationship among the members of the chain. The VVC model does not indicate any shifts in the market, or how and when the customer’s needs will change.

New technological developments in IT are drastically changing the way businesses operate. Virtual business’s internal and external relationships are managed by IT and value adding and generation of ideas are relying more and more on IT. This trend has led to a different approach to value chain thinking. Using this approach Mary Cronin separates the VVC into three elements: inputs from supplier, internal operations, and customer relations.

The inputs from supplier element focuses on the Internet and how it can add value to the business’ acquisition activities. In other words, businesses use the Internet to find different suppliers quickly (effective) and for different purposes (efficient).

The internal operations element encompasses events which are based on the effective procurement and distribution of information within the business. It is essential that businesses can emulate this model because of the large role information plays in the business world. With use of the Internet, the business can procure and distribute information globally with relative ease and low cost.

The customer relations element applies information directly from the customers’ needs and attitudes about the product or service to add value. The Internet provides the direct information about the customer’s needs and attitudes. The Internet is also used to distribute information about the products and services to the market (i.e. electronic catalogues). Following the distribution, forums and discussion groups collect the necessary information about the products and services that the business provides.

5.3 Sustainability & Strategic Management

Sustainable management takes the concepts from sustainability and synthesizes them with the concepts of management. Sustainability has three branches: the environment, the needs of present and future generations, and the economy. Using these branches, it creates the ability to keep a system running indefinitely without depleting resources, maintaining economic viability, and also nourishing the needs of the present and future generations. From this definition, sustainable management has been created to be defined as the application of sustainable practices in the categories of businesses, agriculture, society, environment, and personal life by managing them in a way that will benefit current generations and future generations.
Threats to sustainability:-There are various long-term trends converging on the world of food in a way that will profoundly change almost everything about the way we eat:

• Food safety concerns are rising with the growing number of food recalls. Canadians are bettereducated, and care more about food sourcing and safety issues than ever before. • The health of Canadians is increasingly linked to what they eat. Diet is a driving factor in four

leading chronic health conditions — heart disease, obesity, diabetes and cancer. These conditionsare placing an unsustainable burden on our health care system.

• Population growth is raising concerns about the availability and affordability of food around theworld. Fish stocks are in decline, farmland is being converted into industrial uses and productive land is being bought up. Will food be affordable in this environment? How will rising food prices, availability, land use and population growth affect Canadians’ food supply and diet? We fully expect that population-driven food security issues will intensify over the next decade or two. • Climate change also affects the availability and affordability of food supplies. For example,agricultural production in California is facing serious threats from a shortage of water. We need to understand what is likely to happen to Canada’s agricultural heartlands. Emissions trading for the reduction of carbon may impact food production….”
Integrating Social & environmental sustainability issues in strategic management:-

Environmental and Social Laws and Regulations
Companies are required to meet a variety of domestic and international laws and regulations applicable to environmental and social issues. For example, many countries have food safety regulations, building codes, air and water emission standards, product labeling requirements, workplace safety requirements and anti-corruption laws. Governments are continuing to enact new regulations and are also using legislated market mechanisms that influence corporate behaviour and put an additional price on corporate activities.23 This regulatory landscape not only presents risks and additional costs for many companies, but also opens up competitive opportunities for many. Those companies that create technology solutions (e.g., process re-engineering, product design) will be winners going forward. Retail and business customers seek information about products’ environmental and health impacts. Retail customers, for example, may expect information about nutritional content, chemical ingredients, raw material and greenhouse gas emissions in product labels. It is reasonable

for companies to anticipate and prepare for increased regulations on product labeling. This requires appropriate record keeping systems and controls in place to ensure accurate and complete information is provided. Many companies are signatories to voluntary codes — e.g., Responsible Care for chemical companies, Towards Sustainable Mining for mining companies. In some instances, voluntary codes are instituted to preempt regulation; in other instances, they are precursors to regulation on environmental and social issues. Companies may choose to make these commitments to enhance their reputation and social license to operate and may realize operational benefits in

implementing the commitments 
Meaning of triple bottom line, people-planet-profits:-

Triple bottom line (abbreviated as TBL or 3BL) incorporates the notion of sustainability into business decisions. The TBL is an accounting framework with three dimensions: social, environmental (or ecological) and financial. The TBL dimensions are also commonly called the three Ps: people, planet and profits and are referred to as the "three pillars of sustainability." Interest in triple bottom line accounting has been growing in both for-profit, nonprofit and government sectors. Many organizations have adopted the TBL framework to evaluate their performance in a broader context.[1]

In traditional business accounting and common usage, the "bottom line” refers to either the “profit” or “loss”, which is usually recorded at the very "bottom line" on a statement of revenue and expenses. Over the last 50 years, environmentalists and social justice advocates have struggled to bring a broader definition of "bottom line" into public consciousness, by introducing full cost accounting. For example, if a corporation shows a monetary profit, but their asbestos mine causes thousands of deaths from asbestosis, and their copper mine pollutes a river, and the government ends up spending taxpayer money on health care and river clean-up, how do we perform a full societal cost benefit analysis? The triple bottom line adds two more "bottom lines”: social and environmental (ecological) concerns.[2] With the ratification of the United Nations and ICLEI TBL standard for urban and community accounting in early 2007,[3] this became the dominant approach to public sector full cost accounting. Similar UN standards apply to natural capital and human capital measurement to assist in measurements required by TBL, e.g. the EcoBudget standard for reporting ecological footprint.

An example of an organization seeking a triple bottom line would be a social enterprise run as a non-profit, but earning income by offering opportunities for handicapped people who have been labelled "unemployable", to earn a living recycling. The organization earns a profit, which is controlled by a volunteer Board, and ploughed back into the community. The social benefit is the meaningful employment of disadvantaged citizens, and the reduction in the society's welfare or disability costs. The environmental benefit comes from the recycling accomplished. In the private sector, a commitment to corporate social responsibility (CSR) implies a commitment to some form of TBL reporting. This is distinct from the more limited changes required to deal only with ecological issues. The triple bottom line has also been extended to encompass four pillars, known as the quadruple bottom line (QBL). The fourth pillar denotes a future-oriented approach (future generations, intergenerational equity, etc.). It is a long-term outlook that sets sustainable development and sustainability concerns a part from previous social, environmental, and economic considerations.[4]

According to Slaper and Hall (2011) The challenges of putting the TBL into practice relate to the measurement of social and ecological categories: Finding applicable data and determining how a project or policy contributes to sustainability. Despite this, the TBL framework enables organizations to take a longer-term perspective and thus evaluate the future consequences of decisions.[1]
