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Page 1 .... Definition. â–«. A company's Strategy is the management's game for growing ... competitive advantage keyed to higher quality, better performance,. 
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Course outline      



M0 : Syllabus and general details M1: Introduction to Strategy M2: Strategic Positioning M3: Strategic Choices M4: Strategy into Action M5: Lets recap
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In this module (M1) you will learn…   



What is Strategy and Why is it needed? Crafting a Strategy The Strategic Management Process
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Introduction to Strategy
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“Without a strategy the organization is like a ship without a rudder.” Joel Ross and Michael Kami
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Introduction to Strategy Why? 















In 2001 the FCC in USA approved a USD 105 Billion merger of AOL and Time Warner. The intention to merge had been announced by the 2 CEOs 12 months before. Business analysts hailed it as evidence that the previously separate sectors of computing/telecommunications and media were converging at rapid rate. This implied major complication for all competitors in both sectors.







The merger demonstrated changes in Directions of the business. Its justification was about long term position in the industry It raised challenges for the future.







This was a major Strategic Development







Explain…?
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Introduction to Strategy Why? (did it fail) 















Introduced in 1981, the "SelectaVision" was RCA's brand name videodisc system and was widely expected to become a technological success. However, the SelectaVision system fell victim to poor planning, conflicts within RCA, and technical difficulties that stalled production of the system until 1981. Sales for the system were nowhere near projected estimates, and by 1986, RCA had discontinued the project, losing an estimated $600 million in the process. This was a major strategic failure
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Introduction to Strategy Definition 



All organizations are faced with new challenges. – The desire to grasp new opportunities – The need for adapting to different environmental conditions – The need to react against threats











Strategy is the pattern of plan that integrates an organization's major goals, policies and actions sequences into a coherent whole... …. a well formulated strategy helps to allocate an organization's resources into a viable posture based upon its internal competences and shortcomings, anticipated changes in the environment and contingent moves by intelligent opponents Professor James Brian Quinn
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Introduction to Strategy What Do We Mean By “Strategy”? 







Consists of competitive moves and business approaches used by managers to run the company Management’s “action plan” to – Grow the business – Attract and please customers – Compete successfully – Conduct operations – Achieve target levels of organizational performance



Business Policy - Pierre-Yves Benain Copyright



Module 1 Slide 9



Introduction to Strategy What Do We Mean By “Strategy”?



A company’s thus indicates the choices its managers have made about:     



How to attract and please customers, How to respond to changing market conditions, How to compete successfully, How to grow business, How to manage each functional piece of the business and develop needed capabilities, and







How to achieve performance targets
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Introduction to Strategy Definition  A company’s Strategy is the management’s game for growing business staking out a market position, attracting and pleasing customers, competing successfully, conducting operations, and achieving targeted objectives. 



In crafting a Strategy, management is in effect saying, « Among all the paths we could have chosen, we have decided to focus on these markets, and customer needs, compete in this fashion, allocate resources and energies in these ways, and use these particular approaches to doing business ». Business Policy - Pierre-Yves Benain Copyright
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Introduction to Strategy Definition  Strategic Decisions are about: – – – – –







Long term decision of an organization Scope of an organization's activities Gaining advantages over competitors Addressing changes in the business environment Building on resources and competences, values and expectations of shareholders



Strategic Decisions are likely to: – – – –



Be complex by nature Be made in situations of uncertainty Affect processes and operational decisions Involve change
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Introduction to Strategy Identifying a company strategy 



Strategy is reflected into – – – – –







Actions in the market place Statements of Executives Business Approaches Future plans Effort to strengthen competitiveness and performance



Where to find strategic information? – Usually in annual reports (posted on company’s web sites)
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Introduction to Strategy Four Stereotypes Strategic Approaches to Building Sustainable Competitive Advantage 















Being the industry’s low-cost provider (a cost-based competitive advantage) Incorporate differentiating features (a “superior product” type of competitive advantage keyed to higher quality, better performance, wider selection, value-added services, or some other attribute) Focusing on a narrow market niche (winning a competitive edge by doing a better job than rivals of serving the needs and preferences of buyers comprising the niche) Developing expertise and resource strengths not easily imitated or matched by rivals (a capabilities-based competitive advantage)
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Introduction to Strategy Competitive Advantage Examples (1 of 2) 



Strive to be the industry’s low-cost provider – Wal-Mart – Southwest Airlines







Outcompete rivals on a key differentiating feature – Johnson & Johnson – Reliability in baby products – Harley-Davidson – King-of-the-road styling – Rolex – Top-of-the-line prestige – Mercedes-Benz – Engineering design and performance – L.L. Bean – Good value – Amazon.com – Wide selection and convenience
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Introduction to Strategy Competitive Advantage Examples (2 of 2) 



Focus on a narrow market niche – eBay – Online auctions – Jiffy Lube International – Quick oil changes – McAfee – Virus protection auctions – Starbucks – Premium coffees and coffee drinks – The Weather Channel – Cable TV







Develop expertise, resource strengths, and capabilities not easily imitated by rivals – FedEx – Next-day delivery of small packages – Walt Disney – Theme park management and family entertainment – Toyota – Sophisticated production system – Ritz-Carlton – Personalized customer service
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Introduction to Strategy Identifying a company strategy – Being distinctive 







Difference between a good and a bad strategy is the ability to forge moves that makes the company distinctive Examples – Being the lowest cost provider …. – Out-competing rivals based on such differentiating features, better service etc… – Focusing on narrow market niches, serving special customer segments etc… – Developing unique expertise that give the company unique capabilities in technology, skills manufacturing etc… – …..
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Introduction to Strategy Good Strategy + Good Strategy Execution = Good Management



 



Crafting and executing strategy are core management functions Among all things managers do, nothing affects a company’s ultimate success or failure more fundamentally than how well its management team – Charts a company’s direction, – Develops competitively effective strategic moves and business approaches, and – Pursues what needs to be done internally to produce good day-in/day-out strategy execution



Excellent execution of an excellent strategy is the best test of managerial excellence – and the most reliable recipe for winning in the marketplace!
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Introduction to Strategy Thinking Strategically: The Three Big Strategic Questions 



What’s the company’s present situation?







Where does the company need to go from here? –



Businesses) to be in and market positions to stake out



–



Buyer needs and groups to serve



–



Direction to head



How should it get there?







–



A company’s answer to “how will we get there?” is its strategy
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“If you don’t know where you are going, any road will take you there.” The Koran
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Introduction to Strategy Vocabulary of Strategy COMPANY 



Mission –







–



Goal







Objective –







– 







Goal







Objective



– – – 



Loose weight and strengthen muscles Lose 5 kilos by March 10th and run the marathon a year after Supportive family and friends and past experience of successful diet







Strategies







Control



–



Long term direction Monitoring in action, assessment of strategy effectiveness



To run the New York Marathon



Core Competencies –



Resources processes and skills which provide competitive advantage



Control –







Quantification or more precise statement of the goal



Strategies –



Vision



General statement or aim of purpose



Core Competencies



Be healthy and fit







Desired future state: The aspiration of the organization







Mission –



Overriding purpose in line with values or expectations of shareholders



Vision



–



PEOPLES’ COMPARISON 



–



Regular Exercises, compete in small local marathons, stick to diet Monitoring weight, kilometers run, measure time,
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Introduction to Strategy Role of a Strategic Vision  A well-conceived and well-communicated vision functions as a valuable managerial tool to: – Give the organization a sense of direction, mold organizational identity, and create a committed enterprise – Inform company personnel and other stakeholders what management wants its business to look like and “where we are going” – Spur company personnel to action – Provide managers with a reference point to: • Make strategic decisions • Translate the vision into hard-edged objectives and strategies • Prepare the company for the future A strategic vision exists only as words and has no organizational impact unless and until it wins the commitment of company personnel and energizes them to act in ways that move the company along the intended strategic path!
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Introduction to Strategy Role of a Strategic Vision– Example Monsanto – source www



Business Policy - Pierre-Yves Benain Copyright



Module 1 Slide 23



Introduction to Strategy Role of a Strategic Vision– Example AT&T – source www
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Introduction to Strategy Examples of a Strategic Vision



H. J. Heinz Company Be the world’s premier food company, offering nutritious, superior tasting foods to people everywhere. Being the premier food company does not mean being the biggest but it does mean being the best in terms of consumer value, customer service, employee talent, and consistent and predictable growth.



eBay Provide a global trading platform where practically anyone can trade practically anything.
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Introduction to Strategy Characteristics of a Mission Statement 



Identifies the boundaries of the current business and highlights – Present products and services – Types of customers served – Geographic coverage







Conveys – Who we are, – What we do, and – Why we are here



A well-conceived mission statement distinguishes a company’s business makeup from that of other profit-seeking enterprises in language specific enough to give the company its own identify!
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Introduction to Strategy Key Elements of a Mission Statement 



Three factors need to be identified for completeness



– Customer needs being met What is being satisfied



– Customer groups or markets being served Who is being satisfied



– What the organization does (in terms of business approaches, technologies used, and activities performed) to satisfy the target needs of the target customer groups How customer needs are satisfied A company’s mission is not to make a profit! Its true mission is its answer to “What will we do to make a profit?” Making is profit is an objective or intended outcome!
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Introduction to Strategy Examples: Vision Slogans



Levi Strauss & Company “We will clothe the world by marketing the most appealing and widely worn casual clothing in the world.”



Nike “To bring innovation and inspiration to every athlete in the world.



Greenpeace “To halt environmental abuse and promote environmental solutions.”
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Introduction to Strategy Different Levels of Strategy 



Corporate Level Strategy – The overall scope of an organization, how resources are allocated between different parts of the organization – Directly related with concerns of stakeholders and company sustainability – Orchestrated by the CEO







Business Level Strategy – The overall decision how to compete in specific markets, how to provide best value, which products or services should be developed… – Orchestrated by General Managers







Operational Level Strategy – Add details on completeness to Business Strategy – How component parts of an organization deliver Corporate and Business Strategies – Provide game plan for managing lower echelon-activities with strategic significance – Crafted by Head of Functional Activities Business Policy - Pierre-Yves Benain Copyright
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Introduction to Strategy Different views on Strategy – How does it start?



Some organizations get engaged into the Strategic Management Process with a different mindset.  Strategy as a Design: – Views and forces are carefully analyzed and weighted to establish a clear path to the future. 



Strategy as Experience: – Adapting past strategies influenced by experience of managers and other parts of the organization.







Strategy as Ideas: – … when individuals generate innovative ideas. Management are creators of the environment in which strategy is defined.
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Introduction to Strategy Why does Strategy need to evolve? Every company must be willing and ready to modify its strategy in response to changing market conditions, advancing technology, competitive moves, shifting buyer needs and preferences, emerging market opportunities, new ideas for improving the strategy, and mounting evidence that the strategy is not working well. Most of the time a company’s strategy evolves incrementally from management’s ongoing efforts to fine tune pieces of the strategy, but, on occasion, major strategy shifts are called for. Industry environments characterized by high velocity change require companies to rapidly adapt their strategies. Thus, a company’s strategy at any given point in time is fluid.
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Crafting a Strategy
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Introduction to Strategy Crafting a Strategy 



Strategy-making involves entrepreneurship – Actively searching for opportunities to do new things or – Actively searching for opportunities to do existing things in new or better ways







Strategizing involves – Developing timely responses to happenings in the external environment and – Steering company activities in new directions dictated by shifting market conditions
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Introduction to Strategy The Hows That Define a Firm's Strategy 



How to grow the business







How to please customers







How to outcompete rivals







How to respond to changing market conditions











Strategy is HOW to . . .



How to manage each functional piece of the business (R&D, production, marketing, HR, finance, and so on) How to achieve targeted levels of performance



Business Policy - Pierre-Yves Benain Copyright



Module 1 Slide 34



17



Introduction to Strategy Who Participates in Crafting Strategy? 



CEO (chief executive officer) – Has ultimate responsibility for leading the strategy-making, strategy-executing process – Functions as strategic visionary and chief architect of strategy







Senior executives – Typically exercise influential strategy-making roles – Lead efforts to fashion chief strategy components in their own areas of responsibility







Managers of subsidiaries, divisions, plants, other important operating units (and, often, key employees) – Brings on-the-scene people with detailed familiarity with local competitive conditions and customer requirements/expectations into the strategy-making process
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Introduction to Strategy Identifying a company strategy



Companies must demonstrate a clear set of actions
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Strategic Management
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Strategic Management The Process 



Understanding the Strategic Position – Identification of forces and influences of the external environment on the enterprise







Making Strategic Choices – Identifying the underlying options or choices for future changes and strategy.







Managing Strategy Implementation – Ensuring that strategies resulting from choice are working in practice.
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Introduction to Strategy Elements of Strategic Management



Need for a change



What is the situation?



Corporate level strategies Business level strategies Development directrions and methods Conclude with the Business Plan



How do I implement the change?



What are the options?



Organisation Change Implementation Monitoring



Environment Expectations/purpose Resources and competences Conclude with the SWOT analysis Business Policy - Pierre-Yves Benain Copyright
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What is the situation?



What are the options?



How do I implement the change?



Strategic Position Module M2  Strategic Position is concerned with the impact on strategy of the external environment including Shareholder’s expectations.  Environment – An organization lives in a context of political situation, social, economical, geographical, environmental, legal, Any change can be eased or refrained by these aspects. Many of these variables create opportunities of threats. Several models can help to analyze environmental factors. PESTEL, Porter 5 forces amongst others. 



Strategic capabilities – Any organization has Core Competencies. Depending on environmental changes these can be seen as strengths or weaknesses. This part of the analysis leads to understand Critical Success Factors (CSFs)







Expectations and purposes – Owners and shareholders, as well as company value system and governance, may create different condition to envisage changes.
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Strategic Management



Need for a change



What is the situation?



What are the options?



How do I implement the change?



Strategic Choice 







Organizations have to find evidences on what leads to successful Module M3 change. Strategic choice is about decisions on an organization’s future with a mindset of implementation acknowledging the different realities and environmental pressures. Strategic choices can consistently be taken at different levels: Corporate Level Strategies – Organizations need to make selective choices. These can be taken amongst many aspects. For instance regrouping production or logistics, allocate specific resources to specific business units, creating new products, etc… The role of “corporate parent” refers to a central role supporting decision affecting business units for the implementation of a strategic choice.







Business Level Strategies – Business level strategy relates to choices made to gain competitive advantages. This relates to price, differentiation, overall how value can be created around existing capabilities and products







Development Methods and Directions – Organizations may use different methods to implement a strategy. These can simply rely on incremental growths and internal capabilities development. Another option may be to go for merger and acquisition.
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Strategic Management



Need for a change



Strategy into Action 
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What is the situation?



What are the options?



How do I implement the change?



Module M4



Strategic changes do not happen just because they are desirable. Changing strategy requires commitment and proper management. It takes places if it can be made to work into effects toward members of an organization. This means: Structuring and Organizing – One of the first thing that needs to be aligned with strategic choices are people. Select the right skills, train, restructure organization charts and relationships, operational management activities, review knowledge management. This is the starting point for change







Enabling – Once an organization is redefined, it will not necessary work as desired unless a proper management program looks after it. Enabling is about managers and individuals are continuously aligned to strategic choices. This requires development, follow up control and KPIs. (Key Performance Indicators).







Managing the change – Mergers, and acquisitions, as strategic choices, can dramatically affect performance of a corporation. Strategy involves changes and change management across cultures, day-to day routines and so on… is a process on its own to be properly managed. Business Policy - Pierre-Yves Benain Copyright
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Introduction to Strategy Why Business Policy is a “Capstone Course” Market Research Marketing



International Business



Operations Mgt Finances



Need for a change



What is the situation?



What are the options?



How do I implement the change? International Business



Market Research



Human Resources.



Marketing Operations Mgt Finances International Business Business Policy - Pierre-Yves Benain Copyright
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In this module we learned that: 



Strategy is required because companies have: – The desire to grasp new opportunities – The need for adapting to different environmental conditions – The need to react against threats







Key questions to address are: – – – – –



How to attract and please customers, How to respond to changing market conditions, How to compete successfully, How to grow business, How to manage each functional piece of the business and develop needed capabilities, and – How to achieve performance targets







The Strategic Management Framework is the pattern of actions addressing Key Strategic Questions – What’s the company’s present situation? – Where does the company need to go from here? – How should it get there?
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End of Module 1
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