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Preface

Strategic Management is an essential discipline that helps
organizations achieve long-term success in a dynamic and
competitive business environment. It involves the
formulation, implementation, and evaluation of strategies that
enable organizations to attain their objectives effectively and
efficiently. In the modern global economy, strategic
management plays a vital role in guiding businesses toward
sustainable growth, innovation, and competitive advantage.
This book provides a comprehensive understanding of the
concepts, principles, and practices of strategic management. It
covers important topics such as strategic planning, vision and
mission formulation, environmental analysis, competitive
strategies, corporate governance, SWOT analysis, portfolio
analysis, strategic implementation, and evaluation techniques.
The subject also highlights the significance of leadership,
decision-making, and adaptability in achieving organizational
goals.

The content has been prepared in a simple and systematic
manner to benefit students, academicians, and management
professionals. Real-world examples and practical insights
have been incorporated to enhance conceptual clarity and
analytical thinking. This material aims to develop strategic
thinking skills and enable learners to understand how
organizations respond to opportunities and challenges in an
ever-changing business environment,

I hope this book serves as a valuable guide for students and
readers in gaining a thorough knowledge of Strategic
Management and applying strategic concepts effectively in
academic and professional fields.
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UNIT 1

Strategic Management
1.1 Definition
In the words of Jauch & Glueck “Strategic Management is a
stream of decisions & actions which leads to the development
of an effective strategy or Strategies to help achieve corporate
objectives The Strategic Management process is the way in
which strategists determine objectives & make strategic
decisions”
H.L. Ansoff defines, “strategic Management is a systematic
approach to a major & increasingly important responsibility of
general management to position & relate the firm to its
environment in a way which will assure its continued success
& make it secure from surprises.
1.2 Process/ Elements of Strategic Management

The strategic management process can be broadly divided into
three phases. Each phase consists of a number of steps The
three phases are as follows:

Strategy formulation

Strategy Implementation

Strategy Evaluation

Strategy formulation

Strategy formulation can also be referred as strategic planning.
The strategy formulation involves the following steps:

1. Framing Mission & Objectives

The first step in the formulation of a strategy is to frame
mission & objectives of the firm. The mission states the
philosophy & the purpose of the organization. The objectives
are the aims or ends, which the organization seeks to achieve.
The mission & objective must be clearly defined.
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2. Analysis of the Internal Environment

After setting the objectives or goals, the management needs to
make an analysis of the internal environment. The analysis of
the internal environment may be done prior to setting of
objectives. The internal environment refers to manpower,
machines, methods, procedures & other resources of the
organization. A proper analysis of the internal environment
reveals strength & weakness of the organization.

3. Analysis of the External Environment.

The management must conduct an analysis of the external
environment. The external environment refers to government,
competition, consumers, technological development & other
environment factors that affect the organization. A proper
analysis of the external environment reveals opportunities &
threats

4. Gap analysis

The management also conducts “gap analysis”. For this
purpose, the management must compare & analyze its present
performance level & the desired future performance level. Such
a comparison would reveal the extent of gap that exists between
the present performance & future expectations of the
organization. If there is a sufficient gap, the management must
think of suitable measures.

5. Framing Alternative Strategies

After making a SWOT analysis & the Gap Analysis, the
management needs to frame alternative strategies to
accomplish the objectives of the firm. There is a need to frame
alternative strategies as some strategies may be put on hold &
other strategies may be implemental.
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6. Choice of strategies

The organization cannot implement all the alternative
strategies. Therefore the firm has to be selective. The
organization must select the best strategy depending upon the
situation. Before selecting the best strategy, the organization
needs to conduct a cost-benefit analysis of the alternative
strategies. The strategy, which gives the maximum benefits at
minimum cost, would be selected.

1.3 Strategy Implementation

The strategies are formulated for each and every functional
department such as production, marketing, finance &
personnel. Once the strategies are formulated, then the next
stage is implementation of such strategies.

The strategy implementation involves the following elements:
1. Formulation of plans, programmes and projects

There is a need to frame plans, programmes and projects.

Strategy by itself does not lead to action. For instance, if
expansion strategy is formulated, then wvarious types of
expansion plan need to be formulated. An expansion plan
would involve expansion in production capacities of existing
product &/or development and production of new products
Plans result in different kinds of programmes. A programme is
a broad plan which includes goals, policies, procedures and oter
aspects required to implement a plan. For instance, there can be
R & D programme for the development of new product.
Programmes lead to the formulation of project which is a
specific programme for which the time schedule and cost are
predetermined.

2. Project Implementation

A project passes through various stages before the actual
implementation. The various phases include

4|Page



a) Conception phase, where idea are generally generates
for future projects

b) Definition phase, where preliminary analysis of the
project is undertaken.

c) Planning & Organizing phase, where the planning and
organizing of resources required to undertake the
project is decided

d) Implementation Phase, where details of the
implementation of the product such as awarding
contracts, order placement etc. are decided.

e) Clean-up Phase, which deals with disbanding the
project infrastructure & banding over the plant to the
operating personnel.

3. Procedural Implementation

The organization needs to be aware of regulatory frame work
of the regulatory (government) authorities before
implementing strategies. The regulatory elements to be
reviewed are as follows:

Regulation in respect of foreign technology

Foreign collaboration procedures

FEMA regulation

Capital issue guidelines

Foreign trade regulations etc.

4. Resource Allocation

It deals with the arrangement & commitment of physical,
financial and human resources to various activities so as to
achieve the organization goals. The strategies need to allocate
resources to the various division, department etc. The resources
need to be allocated depending upon the importance of
activities in each of the departments or divisions. It includes
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allocation of manpower, machines, tools, money and other
resources for each and every activity.

5. Structural Implementation

Organization structure is the frame work through which the
organization operates. There can be various organizational
structure for the implementation of Strategy, it can be
Entrepreneurial (line) structure, which is suitable for small
owner- manager organization. Functional structure, which is
suitable for multi-department organization. Matrix Structure,
which is suitable for multi-project/product organization.

6. Functional Implementation

It deals with the implementation of the functional plans and
policies. For effective implementation of strategy, strategies
have to provide direction to functional managers regarding the
plans and policies to be adopted. Plans and policies need to be
formulated and implemented in all the functional areas such as
production, marketing, finance and personnel.

7. Behavioral Implementation

It deals with those aspects of strategy implementation that have
an impact on the behavior of strategists in implementing the
strategies. It deals with issues of leadership, corporate culture,
corporate politics and use of power, personal value, business
ethics and social responsibility.

1.4 Strategy Evaluation

Evaluation of strategy is that phase of strategic management
process in which managers try to assure that the strategic
choice is properly implemented and is meeting the objectives
of the enterprise. It involves the following elements.

1. Settling of Standard

The strategists need to establish performance targets standards
and tolerance limit for the objectives, strategies and
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implementation plans. The standard can be established in terms
of quantity, quality, cost and time. Standards need to be definite
and they must be acceptable to employees.

2. Measurement of Performance

The next step is to measure the actual performance. For this, the
manager may ask for performance reports from the employees.
The actual performance can be measured both in quantitative
as well as qualitative ways. The actual performance also needs
to be measured in terms of time and the cost factor.

3. Comparison of actual performance with standards

The actual performance needs to be compared with the
standards. There must be objective comparison of the actual
performance against the predetermined targets or standards.
Such comparison is required to find out deviation, if any.

4. Finding out deviations

After comparison, the managers may notice the deviations. For
instance, if a particular brand’s sales targets was 1000 units for
a certain period and the actual sales are only 9000 units for that
period then the deviations are to the extent of 1000 units.

5. Analyzing deviations

The deviation must be reported to the higher authorities. The
higher authorities analyze the causes of deviations. For this
purpose, the higher authorities may hold necessary discussions
with functional staff. For instance, the deviation of 1000 units
may be due to poor promotion, faulty pricing, poor distribution
and so on. The exact cause or causes of deviation must be
identified.

6. Taking corrective measures

After identifying the causes of deviations, the managers need
to take corrective steps to correct the deviations. At times, there
may be a need for resetting of goals and objectives or re-
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framing plans, policies and standards. The corrective steps
must be taken at the right time so as to accomplish the
objectives.

1.5 LEVELS OF STRATEGY

The strategy can be broadly classified into three levels:
Corporate Strategy

Business Strategy

Functional (Operational) Strategy

Corporate Strategy

It describes a company’s overall direction in terms of its general
attitude towards growth and the management of its various
business and product lines. The corporate strategy typically fits
within the three main categories:

Stability Strategy

Growth Strategy

Retrenchment Strategy

1. Stability Strategy

Firm using stability strategy try to hold on to their current
position in the product market. The firms concentrate on the

same products and in the same markets. The stability strategy
is followed by those firms which are satisfied with their present
position. This strategy is suitable in a simple and stable
environment. A stability strategy is less risky as it offers safe
business to the organization unless there are major changes in
the environment.

2. Growth Strategy

It is also called as expansion strategy, when a firm aims at

substantial growth strategy. A growth strategy is one that an
enterprise pursues when it increases its level of objectives
upward in significant increment, much higher than an
exploration of its past achievement level. The most frequest
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increase indicating a growth strategy is to raise the market share
and/ or sales.

In order to achieve higher targets than before, a firm may enter
into new markets, introduce new product lines, serve additional
market segments and so on. This strategy involves greater
effort and risk as compared to stability strategy.

Business Strategy

It usually occurs at the strategic business unit level or product
level. It emphasize improvement of the competitive position of
a firm’s products or services in a specific industry or market
segment served by that business unit. There can be two types
of business strategy- Competitive and Cooperative strategy unit
or firm may try to co-operate with another firm in production
and marketing of goods or services by forming alliances like
Joint ventures.

Functional Strategy

It relates to the functional areas such as production, marketing,
finance, personnel, etc. The functional strategy aims at
achieving functional objectives which in turn would help to
achieve business unit and overall organizational objectives.

1.6 7-S FRAMEWORK

It is essential for an organization to know whether the time is
right for change. In this context, the 7-S framework, developed

by Mc.Kinsey Company, a well known consulting firm in the
United States, in the late 70’s, can be helpful. It can provide
insight into an organization’s working and help in formulating
plans for improvement.

The main thrust of change is not connected only with the
organizational structure. It has to be understood by the complex
relationship that exists between strategy, structure, system,
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style, staff, skill and super-ordinated goal. This is called the 7-
S of the organization.

The 7-S framework suggests that there are several factors that
influence an organization’s ability to change. The variables
involved are interconnected. Hence significant changes cannot
be achieved without making changes in all the variables. The
framework has no starting point or implied hierarchy. It is also
difficult to pinpoint which of the seven S’s could be the driving
force of change in an organization at a particular point of time
1. Super Ordinate Goals

The Super- ordinate goal is alike to the organization’s purpose.
It is a set of values and aspirations going beyond the formal
statement of corporate objectives. They can be considered as
fundamental ideas around which a business is built. Hence they
represent the main values of the organizations. They can also
provide the broad notions of future direction.

2. Structure

Design of organization structure is a critical task for the top
management. It refers to the more durable organizational
arrangements and relationships and forms the skeleton of the
edifice of organizations. It prescribes formal relationships,
communication channels roles to perform and rules &
procedures.

Reduction of external uncertainty. Forecasting research and
planning help in achieving this.

Reduction in internal uncertainty due to variable,
unpredictable, random human behavior. Control mechanisms
help in achieving this.

Coordination of the activities of the organizations to enable it
to have a focus. Departmentalization, specialization, division
of labor and delegation of authority help in achieving this.
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3. System

System refers to the rules and procedures both formal and
informal system complement the organizational structure. They
are similar to the term infrastructure.

System include production, planning and control systems,
costing, capital budgeting, recruitment, training &
development, planning & budgeting and performance
evaluation.

4. Style

Top managers in organization use style to bring about change.
The style of an organization becomes evident through the
patterns of actions taken by the top management over a period
of time. These decisions are also likely to influence the people
in the lower levels of the organizations.

Organizational reporting relationships convey the style. In
some organizations, quality control may be embedded in the
manufacturing process, in some others, it may be a separate
function under the Chief Executive Officer. Some
organizations may prefer R & D to be a part of the engineering.
Study of the style conveys the process of management, which
is prevalent in the organization whether it is evolving or still
having traditional outlook.

5. Staff

Proper staffing ensures human resource’s potential of a higher
order, which can contribute to the achievement of
organizational goals. Staffing includes selections, placement,
training and development of appropriately qualified personnel.
Staffing refers to the entire organization. The recruitment
process may vary for different levels of organization for
different kind of jobs. It can start from appointing young
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recruits to the mainstream of the organization’s activities &
their career progression.

6. Skills

Skill refers to crucial attributes or capabilities of an
organization. They are used to describe that which is found
most in the organization. Eg. Hindustan lever is known for its
marketing, TELCO for its engineering skills, SONY for its new
product development etc.

Skills are developed over a period of time & are a result of the
interactions of a number of factors, could be personnel, top
management, structure, system etc. Hence when a strategic
decision is to be made, it is necessary to build new skills. Skills
in the 7-S framework can be considered as the distinctive
competence.

7. Strategy

Strategy is a plan of action or policy designed to achieve a
major overall aim”- Oxford Dictionary

“Strategy is the determination of the basic long-term goals &
objectives of an enterprise & the adoption of the course of
action and the allocation of the resources necessary for carrying
out these goals”- Alfred D Chandeler

“Strategy includes the determination & evaluation of
alternative paths to achieve an organization’s objectives &
mission & eventually, a choice of the alternative that is to be
adopted”- Lloyd L. Byars

1.7 Strategic Management in the Global Economy: Benefits
and Challenges

1.7.1 Introduction

Strategic management is the continuous planning, monitoring,
analysis, and assessment of all that is necessary for an
organization to meet its goals and objectives. In a global
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economy, strategic management becomes even more essential
as companies expand their operations across borders, face
intense international competition, and seek to exploit new
markets and resources. The global economy refers to the
interconnected worldwide economic activities that impact the
performance and behavior of markets, businesses, and
individuals. In this context, strategic management is critical to
navigating complex international environments and achieving
long-term success.

This detailed document explores the benefits and challenges of
strategic management in the global economy. It elaborates on
how organizations can utilize strategic management to gain
competitive advantages while also highlighting the various
hurdles they may encounter in the international business
landscape.

1.7.2 Part I: Benefits of Strategic Management in the
Global Economy

Access to New Markets

One of the most significant benefits of strategic management in
a global economy is the ability to access and operate in new
markets. With a strategic approach, businesses can identify
potential markets, analyze consumer behavior, assess
competitive dynamics, and develop appropriate entry
strategies. Market expansion allows companies to increase
sales and profitability, spread risks, and exploit untapped
opportunities.

Increased Revenue and Profitability

By entering international markets, companies can diversify
their customer base and enhance revenue generation. Strategic
management enables organizations to analyze demand trends,
pricing strategies, and consumption patterns in different
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regions. Effective global strategies can lead to higher returns
on investment and improved financial performance.
Economies of Scale

Global operations enable businesses to achieve economies of
scale by producing and selling large quantities of goods.
Strategic management helps organizations plan their
production processes, supply chain logistics, and resource
utilization to minimize costs. Bulk purchasing of raw materials,
centralized production, and streamlined operations contribute
to lower per-unit costs and increased efficiency.

Competitive Advantage

Strategic management in a global context allows companies to
build and sustain competitive advantages. Whether through
cost leadership, product differentiation, or innovation, strategic
planning helps firms position themselves effectively in the
marketplace. Businesses that can adapt quickly to global trends
and customer preferences often outperform their competitors.
Access to Global Talent

The global economy provides access to a diverse and skilled
talent pool. Strategic management facilitates workforce
planning, recruitment, and training on an international scale.
Organizations can benefit from different perspectives,
creativity, and innovation brought in by employees from
various cultural backgrounds.

Resource Optimization

Strategic management enables companies to allocate resources
effectively across geographies. Businesses can identify cost-
effective locations for manufacturing, research and
development, and service delivery. Optimal use of capital,
human resources, and technology contributes to better
performance and sustainability.
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Risk Diversification

Operating in multiple markets helps companies spread business
risks. Economic downturns, political instability, or regulatory
changes in one region may not significantly impact the overall
business if the company is diversified. Strategic risk
management includes identifying potential threats and
developing contingency plans to mitigate them.

Innovation and Knowledge Sharing

The global environment fosters innovation through exposure to
diverse markets, technologies, and customer needs. Strategic
management promotes collaboration, learning, and knowledge
exchange across subsidiaries and partners. Companies can
leverage best practices and implement successful strategies
across regions.

Enhanced Brand Reputation

A strong global presence enhances brand visibility and
reputation. Strategic branding and marketing allow companies
to communicate consistent messages, build customer loyalty,
and establish themselves as trusted international players.
Reputable global brands often enjoy increased customer trust
and preference.

Partnerships and Alliances

Strategic management helps companies identify and establish
strategic  alliances, joint ventures, and partnerships.
Collaborating with local firms can provide access to local
knowledge, reduce entry barriers, and increase operational
efficiency. Such alliances are particularly beneficial in
culturally or politically complex markets.

Technological Advancement

Strategic initiatives often involve investing in technology to
improve global operations. Companies adopt digital tools for
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supply chain management, customer relationship management,
and data analytics. Technological advancement enables firms
to make data-driven decisions, enhance productivity, and stay
ahead of competitors.

Customer-Centric Strategies

With strategic management, companies can develop tailored
strategies to meet the specific needs of international customers.
This customer-centric approach includes customizing products,
services, and marketing messages based on cultural preferences
and regional trends. Understanding global customer behavior is
crucial for long-term success.

Sustainable Business Practices

In a global economy, sustainability is a key concern. Strategic
management allows companies to incorporate environmental,
social, and governance (ESG) factors into their decision-
making processes. This not only enhances corporate
responsibility but also builds stakeholder trust and improves
brand image.

Improved Decision Making

Strategic management provides a structured approach to
decision-making. By analyzing internal and external
environments, setting clear objectives, and evaluating
performance metrics, organizations can make informed and
effective decisions. Global operations demand agile and
proactive management.

Global Learning and Development

Strategic management promotes continuous learning and
development. Companies operating globally are exposed to
new business models, cultural practices, and management
techniques. This global learning enriches organizational
knowledge and enhances overall capability.
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1.7.3 Part II: Challenges of Strategic Management in the
Global Economy

Cultural Differences

Cultural diversity is one of the most significant challenges in
global strategic management. Differences in language, values,
customs, and communication styles can lead to
misunderstandings and conflicts. Managers must develop
cultural intelligence and sensitivity to navigate cross-cultural
interactions effectively.

Legal and Regulatory Complexities

Every country has its own legal framework, tax policies, labor
laws, and regulatory requirements. Complying with these
regulations is complex and time-consuming. Failure to adhere
to local laws can result in penalties, legal disputes, and damage
to reputation.

Political Instability and Economic Volatility

Political instability, trade restrictions, and economic
fluctuations can disrupt global operations. Currency exchange
rate volatility, inflation, and changes in government policies
can affect profitability and investment decisions. Companies
must develop robust risk assessment and management
strategies.

1.8 Communication Barriers

Managing global teams involves overcoming communication
barriers due to different time =zones, languages, and
technological limitations. Miscommunication can affect
collaboration, decision-making, and productivity. Effective
communication strategies and tools are essential for global
coordination.
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Supply Chain Disruptions

Global supply chains are vulnerable to disruptions caused by
natural disasters, pandemics, political unrest, and logistical
issues. Strategic supply chain management includes identifying
alternative suppliers, diversifying logistics networks, and
investing in resilience.

Cost of International Operations

Operating in multiple countries involves high costs related to
setup, infrastructure, staffing, compliance, and logistics. Poorly
planned expansion can lead to financial losses. Strategic
financial planning is crucial to manage and control
international operational costs.

Intellectual Property Protection

Protecting intellectual property (IP) in foreign markets is
challenging. IP laws vary across countries, and enforcement
mechanisms may be weak. Companies must develop
comprehensive strategies to safeguard their innovations,
trademarks, and proprietary technologies.

Ethical and Social Responsibility Issues

Global companies face scrutiny regarding labor practices,
environmental impact, and social responsibility. Unethical
practices or failure to meet global standards can damage
reputation and attract regulatory penalties. Strategic
management must integrate ethical considerations and
sustainability goals.

Resistance to Change

Implementing global strategies often requires organizational
change, which may face resistance from employees, partners,
or stakeholders. Change management strategies, clear
communication, and employee involvement are essential to
overcome resistance.
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Data Privacy and Cybersecurity

Operating globally requires handling vast amounts of data
across borders. Companies must comply with various data
protection regulations such as GDPR. Cybersecurity threats are
also heightened in a global environment. Strategic IT
management is necessary to protect data and systems.

Talent Management Challenges

Recruiting, training, and retaining talent in international
locations pose challenges due to differences in education
systems, labor laws, and employee expectations. Strategic
human resource management includes developing inclusive
policies, cross-cultural training, and leadership development
programs.

Environmental Challenges

Global operations contribute to environmental degradation if
not managed responsibly. Companies must address carbon
emissions, waste management, and resource conservation.
Strategic sustainability initiatives are required to minimize
environmental impact.

Geopolitical Risks

Tensions between countries, trade wars, and geopolitical
conflicts can impact global business operations. Strategic
planning must consider geopolitical scenarios and include
contingency plans to address potential disruptions.

Foreign Exchange Risk

Fluctuations in currency exchange rates can affect the
profitability of international transactions. Strategic financial
management involves using hedging techniques and currency
risk assessment to manage exposure.
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Coordination and Integration Issues

Coordinating activities across multiple regions requires
effective integration of processes, systems, and people.
Inconsistent policies, fragmented operations, and lack of
transparency can hinder performance. Strategic alignment and
unified global systems are necessary for coherence.
Conclusion

Strategic management in the global economy offers immense
opportunities for growth, innovation, and competitive
advantage. It enables companies to expand their horizons,
optimize resources, and create value for stakeholders
worldwide. However, it also presents complex challenges that
require careful analysis, planning, and execution.
Organizations must be agile, culturally aware, ethically
grounded, and strategically focused to succeed in the dynamic
global landscape.

To thrive in the global economy, businesses must embrace
strategic thinking, invest in talent and technology, and foster a
culture of continuous improvement. Strategic management is
not just a tool for survival—it is the blueprint for long-term
success in a rapidly changing world
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UNIT IT

2.1 WHAT IS CORPORATE GOVERNANCE?

Corporate governance is the system of rules, practices, and

processes by which a company is directed and controlled.
Establishing and implementing these practices involves
balancing the interests of a company's many stakeholders,

including:

Employees

Shareholders

Senior management

Customers

Suppliers

Lenders

Local, state, and federal governments
Community members and groups

Corporate governance encompasses practically every sphere of

management, from action plans and internal controls to

performance measurement and corporate disclosure.
Key Takeaways

Corporate governance is the structure of rules, practices,
and processes used to direct and manage a company.

A company's board of directors is the primary force
influencing corporate governance.

Good corporate governance can benefit employees,
shareholders, community members, and more, as well as
the operations and reputation of a company.

Bad corporate governance can destroy a company's
operations and ultimate profitability.

The basic principles of corporate governance are
accountability, transparency, fairness, responsibility, and
risk management.
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2.1.1 UNDERSTANDING CORPORATE GOVERNANCE
Governance refers to the set of rules, controls, policies, and
resolutions put in place to direct corporate behavior. A board of
directors is pivotal in governance, while proxy advisors
and shareholders are important stakeholders who can affect
governance.

Communicating a company's corporate governance is a key
component of community and investor relations. For instance,

Apple Inc.'s investor relations site profiles its corporate
leadership (the executive team and board of directors) and
provides information on its committee charters and governance
documents, such as bylaws, stock ownership guidelines,
and articles of incorporation. 1

Most successful companies strive to have exemplary corporate
governance. For many shareholders, it is not enough for a

company to be profitable; it also must demonstrate
good corporate citizenship through environmental awareness,
ethical behavior, and other sound corporate governance

practices. These practices can also improve a company's public
reputation, which can attract and retain a more committed base
of customers.

2.1.2 BENEFITS OF CORPORATE GOVERNANCE
Corporate governance that is carefully thought out and

implemented creates transparent rules and controls. It can serve

as a guide to leadership, aligning the interests of shareholders,

directors, management, community members, and employees.

When implemented across all company levels of management

and operations, good corporate governance can:

e Build trust with investors, the community, and public
officials
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e Give investors and other stakeholders a clear idea of a
company's direction and business integrity

e Promote long-term financial viability, opportunity, and
returns

o Facilitate the raising of capital

o Contribute to rising share prices

e Improve a company's reputation and customer retention

e Reduce the potential for financial loss, waste, risks, and
corruption

Good corporate governance should be part of any company's

game plan for resilience and long-term success. Bad corporate

governance, on the other hand, can have the opposite effect,

eroding relationships and trust both internally and externally.

This can damage a company's reputation, lead to regulatory or

ethical scandals, reduce both employee and customer retention,

cause stock prices to fall, and ultimately erode a company's

profitability.

2.2 CORPORATE GOVERNANCE AND THE BOARD

OF DIRECTORS

The board of directors is the primary direct stakeholder

influencing corporate governance. Directors are elected by

shareholders or appointed by other board members and charged
with representing the interests of the company's shareholders.
The board is tasked with making important decisions, such as:
¢ Corporate officer appointments

e Executive compensation

e Dividend policy

In some instances, board obligations stretch beyond financial
optimization, as when shareholder resolutions call for certain
social or environmental concerns to be prioritized.
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Boards are often made up of a mix of insiders and independent
members. Insiders are generally major shareholders, founders,
and executives. Independent directors do not share the ties to
the company that insiders have. They are typically chosen for
their experience managing or directing other large companies.
Independents are considered helpful for governance because
they dilute the concentration of power and help align
shareholder interests with those of the insiders.

The board of directors must ensure that the company's
corporate governance policies incorporate corporate strategy,
risk management, accountability, transparency, and ethical
business practices.

Important

A board of directors should consist of a diverse group of
individuals, including those with matching business knowledge
and skills, and others who can bring a fresh perspective from
outside the company and industry.

The Principles of Corporate Governance

There can be as many governing principles guiding a company
as its founders and directors believe make sense. However,

there are several that are common across companies and
industries.

Fairness

The board of directors must treat shareholders, employees,
vendors, and communities fairly and with equal consideration.
Transparency

The board should provide timely, accurate, and clear
information about such things as:

¢ Financial performance

e Conlflicts of interest

e Risks to shareholders and other stakeholders
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Risk Management

The board and management must determine risks of all kinds
and how best to control them. They must act on those
recommendations to manage risks and inform all relevant
parties about the existence and status of risks.

Responsibility

The board is responsible for the oversight of corporate matters
and management activities. It must be aware of and support the
successful, ongoing performance of the company. Part of its
responsibility is to recruit and hire a chief executive officer
(CEQ). It must act in the best interests of a company and its
investors.

Accountability

The board must explain the purpose of a company's activities
and the results of its conduct. It and company leadership are
accountable for the assessment of a company's capacity,

potential, and performance. It must communicate issues of
importance to shareholders.

2.3 CORPORATE GOVERNANCE MODELS

There are many types of corporate governance that a company
might follow. Some use a traditional hierarchical leadership

structure, and others are more flexible. Different corporate

governance models may be found throughout the world. Here
are a few of them.

The Anglo-American Model

This model can take various forms, such as the Shareholder,
Stewardship, and Political Models. The Shareholder Model is
the principal model at present.

The Sharcholder Model is designed so that the board of
directors and shareholders are in control. Stakeholders such as

vendors and employees, though acknowledged, lack control.
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Management is tasked with running the company in a way that
maximizes shareholder interest. Importantly, proper incentives
should be made available to align management behavior with
the goals of shareholders/owners.

The model accounts for the fact that shareholders provide the
company with funds and may withdraw that support if
dissatisfied. This is supposed to keep management working
effectively.

The board will usually consist of both insiders and independent
members. Although traditionally, the board chairperson and the
CEO can be the same, this model seeks to have two different
people hold those roles.

The success of this corporate governance model depends on
ongoing communications among the board, company
management, and shareholders. Important issues are brought to
shareholders' attention. Important decisions that need to be

made are put to shareholders for a vote.

Fast Fact

U.S. regulatory authorities tend to support shareholders over
boards and executive management.

The Continental Model

Two groups represent the controlling authority under the
Continental Model. They are the supervisory board and the
management board.

In this two-tiered system, the management board is composed
of company insiders, such as its executives. The supervisory
board is made up of outsiders, such as shareholders and union
representatives. Banks with stakes in a company also could
have representatives on the supervisory board. The two boards
remain entirely separate.
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The size of the supervisory board is determined by a country's

laws and can't be changed by shareholders. National interests

have a strong influence on corporations with this model of

corporate governance. Companies can be expected to align

with government objectives.

This model also greatly values the engagement of stakeholders,

as they can support and strengthen a company's continued

operations.

The Japanese Model

The key players in the Japanese Model of corporate governance

are:

e Banks

o Affiliated entities

e Management

e The government

e Major shareholders, known as Keiretsu, who may be
invested in common companies or have trading
relationships

Smaller, independent, individual shareholders have no role or

voice in this model. Together, these key players establish and

control corporate governance.

The board of directors is usually made up of insiders, including

company executives. Keiretsu may remove directors from the

board if profits wane. The government affects the activities of

corporate management via its regulations and policies.

In this model, corporate transparency is less likely because of

the concentration of power and the focus on the interests of

those with that power.

2.4 HOW TO ASSESS CORPORATE GOVERNANCE

For investors, selecting companies that practice good corporate

governance can decrease the likelihood of losses and other
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negative consequences, such as bankruptcy. Investors can

research certain areas of a company to determine whether or

not it's practicing good corporate governance. These areas
include:

e Disclosure practices

¢ Executive compensation structure (whether it's tied only to
performance or also to other metrics)

¢ Risk management (the checks and balances on decision-
making)

e Policies and procedures for reconciling conflicts of interest
(how the company approaches business decisions that
might conflict with its mission statement)

e The members of the board of directors (their stake in profits
or conflicting interests)

e Contractual and social obligations (how a company
approaches issues such as climate change)

e Relationships with vendors

e Complaints received from shareholders, employees, and
community members, and how they were addressed

e Audits (the frequency of internal and external audits and
how any issues that those audits raised have been handled)

2.5 CORPORATE PORTFOLIO ANALYSIS
In portfolio analysis, top management views its product lines
and business units as a series of investments from which it
expects profitable returns. It is mainly used for competitive
analysis and corporate strategic planning in multi-product and
multi- business firms. There are several techniques of portfolio
analysis that can be used by business firms. Some of the
important business techniques are as follows:
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BOSTON CONSULTING GROUP (BCG) MATRIX

BCG Matrix was developed by Boston Consulting group,
USA. According to this technique, businesses or products are
classified as low or high performers depending upon:

1.

Industry Growth Rate

Firm’s Market Share
The stars are market leaders and are usually able to generate
enough cash to maintain their high market share. When their
market growth rate slows, stars become cash cows. The
main features of stars are:

High industry growth rate.

High market share

The firm may undertake various activities such as:

R & D introduce better features

Effective after sales service to enhance customer loyalty
The question marks are also called as wild cats. They are
new products with the potential for success, but they need a
lot of cash for development. The main features of question

marks are:
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e High industry growth

e Low market share

The firm may adopt growth strategy for question marks.
Various activities may be undertaken to transform question
marks into stars.

e Penetration pricing strategy

e Effective sales promotion and other elements of promotion
— mix

e Dealers incentives

e Enhancing customer relationship

The cash cows bring in far more money than is needed to

maintain their market share. In their declining life cycle, the

money of cash cows is invested in new question marks. The

main features of cash cows are:

e Low industry growth

High market share
The company may adopt stability strategy. Various
activities may be undertaken such as:

Retentive advertising to maintain customer loyalty

e Guarantees and warranties depending upon the nature of
product.

The dogs have low market share and do not have the potential
to bring in much cash. According to BCG matrix, dogs should
be either sold off or managed carefully for the small amount of
cash they can generate. At times, the dogs may be withdrawn
from the market so that the company concentrates its efforts on
question marks or stars. The main features of dogs are:

e Low industry growth
o [ ow market share
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General Electric (GE) Business Screen

General Electric of USA, with the support of the consulting
firm McKinsey and Company developed a more complicated
matrix as a technique of portfolio analysis. The GE screen
includes 9cells based on two parameters — long term industry
attractiveness and business strength or competitive position.
The GE screen includes:

e Industry attractiveness in case of growth rate, profitability,
seize, pricing practices, other possible opportunities and
threats.

e Business strength of a firm, which include its market share,
technological up gradation, profitability, and size, and
other possible strengths and weaknesses.

e The GE Business Screen can be depicted in the following
exhibit:
The nine cells of the GE matrix are grouped on the basis of low
to high industry attractiveness, and weak to strong business
strength or competitive position. Three zones are made, each
indicating different combinations represented by green, yellow
and red colors.
Green Zone: The green zone indicates firm’s competitive
position is strong and industry attractiveness is high in case of
certain products and firm’s competitive position is strong and
the industry attractiveness is medium in the case of certain
products. The green zone signal is to “Go ahead”.
Yellow Zone: The yellow zone indicates firm’s competitive
position is strong and industry attractiveness is low in case of
certain product and its average and the industry attractiveness
is medium in the case of certain products. The yellow zone
gives signal for “wait and watch”.
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Red Zone: The red zone indicates the firm’s competitive

position is average and industry attractiveness is low in case of

certain products and firms competitive position is weak and the
industry attractiveness is low the case of certain products. The
red zone gives the signal to “stop”

2.6 TOWS MATRIX

The TOWS matrix illustrates how the external threats and

opportunities facing a particular corporation can be matched

with the company’s internal strengths and weaknesses sot he
at 4 sets of possible strategic alternative emerge:

e SO — Strengths — Opportunities Strategies

e WO — Weakness - Opportunities Strategies

e ST — Strengths — Threat Strategies

e  WT — Weakness — Threat Strategies
The following are the steps to develop TOWS Matrix:

e In the Threats (T) block, list the external faced by
the company now and may be in the near future.

e In the Opportunities (O) block, list the external
opportunities available to the company now or may be in
the near future.

e In the Weakness (W) block, list the firm’s weakness that
the company has now or in the near future.

e In the Strengths(S) block, list the firm’s strengths that
the company has now or may have in near future.

2.7 SWOTANALYSIS

SWOT stands for strengths, weaknesses, opportunities and

threats. SWOT analysis is a widely used framework to
summaries a company’s situation or current position. Any
company undertaking strategic planning will have to carry out
SWOT analysis: establishing its current position in the light of
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its strengths, weaknesses, opportunities and threats.
Environmental and industry analyses provide information
needed to identify opportunities and threats, while internal
analysis provides information needed to identify strengths and
weaknesses. These are the fundamental areas of focus in
SWOT analysis. SWOT analysis stands at the core of strategic
management. It is important to note that strengths and
weaknesses are intrinsic (potential) value creating skills or
assets or the lack thereof, relative to competitive forces.
Opportunities and threats, however, are external factors that are
not created by the company, but emerge as a result of the
competitive dynamics caused by ‘gaps’ or ‘crunches’ in the
market. We had briefly mentioned about the meaning of the
terms opportunities, threats, strengths and weaknesses. We
revisit the same for purposes of SWOT analysis.

1. Opportunities: An opportunity is a major favourable
situation in a firm’s environment. Examples include market
growth, favourable Changes in competitive or regulatory
framework, technological

developments or demographic changes, increase in demand,
opportunity to introduce products in new markets, turning
R&D into cash by licensing or selling patents etc. The level of
detail and perceived degree of realism determine the extent of
opportunity analysis.

2. Threats: A threat is a major unfavourable situation in a firm’s
environment. Examples include increase in competition; slow
market growth, increased power of buyers or suppliers, changes
in regulations etc. These forces pose serious threats to a
company because they may cause lower sales, higher cost of
operations, higher cost of capital, inability to make break-even,
shrinking margins or profitability etc. Your competitor’s
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opportunity may well be a threat to you.

3. Strengths: Strength is something a company possesses or is
good at doing. Examples include a skill, valuable assets,
alliances or cooperative ventures, experienced sales force, easy
access to raw

materials, brand reputation etc. Strengths are not a growing
market, new products, etc.

4. Weaknesses: A weakness is something a company lacks or
does poorly. Examples include lack of skills or expertise,
deficiencies in assets, inferior capabilities in functional areas
etc. Though

weaknesses are often seen as the logical ‘inverse’ of the
company’s threats, the company’s lack of strength in a
particular area or market is not necessarily a relative weakness
because competitors may also lack this particular strength.

2.8 RETRENCHMENT STRATEGIES
They are the last resort strategies. A company may pursue

retrenchment strategies when it has a weak competitive
position in some or all of its product lines resulting in poor
performance — sales are down and profits are dwindling. In an
attempt to eliminate the weaknesses that are dragging the
company down, management may follow one or more of the
following retrenchment strategies.

1. Turnaround

2. Divestment

3. Bankruptcy

4. Liquidation

Turnaround Strategy

A firm is said to be sick when it faces a severe cash crunch or
a consistent downtrend in its operating profits. Such firms
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become insolvent unless appropriate internal and external
actions are taken to change the financial picture of the firm.
This process of recovery is called “turnaroundstrategy”. But
the reality is also that companies becoming sick often do not
themselves recognize this fact, and fail to take timely action to
remedy the situation. Despite the fact that factors that lead to
sickness may vary from company to company, there aresome
common signals which herald the onset of sickness. John M
Harris has listed a dozen danger signals of impending sickness.
1. Decreasing market share : This is the most significant
symptom of a major sickness. A company which is losing its
market share to competition needs to sit up and take careful
note. Regular monitoring of market share helps companies to
keep a tag on Them performance in the market vis-a-vis their
competitors. Any indication of declining market share should
trigger off immediate corrective action.

2. Decreasing constant rupee sales : Sales figures, to be
meaningful, should be adjusted for inflation. If constant rupee
sales figures are showing a declining trend, then this is a danger
signal to watch out.

3. Decreasing profitability : Profit figures are a good indication
of a company’s health. Care must be taken to interpret the profit
figures correctly, so as to avoid any mis judgements.
Decreasing profitability can show up as smaller profits in
absolute terms or lower profits per rupee of sales or decreasing
return on investment or smaller profit margins.

4. Increasing dependence on debt : A company overly reliant
on debt soon gets into a tight corner with very few options left.
A substantial rise in the amount of debt, a lopsided debtto-
equity ratio and a lowered corporate credit rating may cause
banks and other financial institutions to impose restrictions and
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become reluctant to lend money. Once financial institutions are
hesitant to lend money, the company’s rating on the stock
market also slides down and it becomes very difficult for the
company to raise funds from the public too.

5. Restricted dividend policies : Dividends frequently missed
or restricted dividends signal danger. Often, such companies
may have earlier paid substantially higher proportion of
earnings as dividends when in fact they should have been
reinvesting in the business. Current inability to pay dividends
is an indication of the gravity of the situation.

6. Failure to reinvest sufficiently in the business : For a
company to stay competitive and keep on the fast growth track,
it is essential to reinvest adequate amounts in plant, equipment
and maintenance. When a business is growing, the combination
of new investments and reinvestments often warrants
borrowing. Companies which fail to recognize this fact and try
to finance growth with only their internal funds are applying
brakes in the path of growth.

7. Diversification at the expense of the core business : It is a
well- observed fact that once companies reach a particular level
of maturity in the existing business, they start looking for
diversification. Often this is done at the cost of the core
business, which then starts to deteriorate and decline.
Diversification in new ventures should be sought as a
supplement and not as a substitute for the primary core
business.

8. Lack of planning : In many companies, particularly those
built by individual entrepreneurs, the concept of planning is
generally lacking. This can often result in major setbacks as
limited thought or planning go into the actions and their
consequences.
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9. Inflexible chief executives : A chief executive who is
unwilling to listen to fresh ideas from others is a signal of
impending bad news. Even if the CEO recognises the danger
signals, his unwillingness to accept any proposal from his
subordinates further blocks the path towards recovery.

10. Management succession problems : When nearly all the top
managers are in their modifies, there may be a serious vacuum
at the second line of command. As these older managers retire
or leave because of perception of decreasing opportunities,
there is bound to be serious management crisis.

11. Unquestioning boards of directors : Directors, who have
family, social or business ties with the chief executive or have
served very long on the board, may no longer be objective in
their judgment. Thus, these directors serve limited purpose in
terms of questioning or cautioning the CEO about his actions.
12. A management team unwilling to learn from its
competitors: Companies in decline often adopt a closed attitude
and are not willing to learn anything from their competitors.
Companies which have survived tough competitive times
continuously analyse their competitors’ moves.

37/Page



UNIT III
3.1 LEVELS OF STRATEGY IN ORGANIZATIONS
Creating a business that stands out in its industry involves a

strategic blend of initiatives that support the corporate whole,

align with the mission and vision, and contribute to the

company’s overall success at various levels of strategy. For
instance, diversifying into two or more business areas can help

a business gain a competitive advantage by tapping into various

market segments. This approach leverages corporate, business,

and functional levels of strategy to create a cohesive plan that
enhances market position and ensures sustainable growth.

e Corporate Level Strategy: At the pinnacle of strategic
planning is the corporate-level strategy, which sets the
overarching direction and goals for the entire organization.
This strategy is about defining the path an organization will
take to achieve long-term success and often involves

decisions on diversification, acquisitions, and new market
entry.
e Business Level Strategy: The Business Level Strategy

focuses more narrowly on how a business competes in its
chosen market(s). It’s about carving out a competitive
position, leveraging unique strengths, and delivering value
to customers in ways that are difficult for competitors to
match.

¢ Functional Level Strategy: Operational effectiveness is
the realm of the Functional Level Strategy, which is

concerned with maximizing efficiency and performance in
specific areas of the business such as marketing, human
resources, [T, and operations.
Strategy is often detailed at the functional level within the
organization, where specific departments like marketing and
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finance focus on tailored actions and projects. For example, the

marketing team might launch campaigns targeted at a particular

market while the finance team manages investment and
divestment decisions, including those involving mergers and
acquisitions.

1-  Corporate Level Strategy: Shape the Organization’s Future :

Corporate level strategy refers to the process where a company

evaluates its overall operations and sets its course to boost

growth or enhance value. This type of strategy is crucial for
companies aiming to establish and achieve long-term
objectives.

3.1.1 Importance of Corporate Level Strategy

Corporate Level Strategy is critical because it defines the broad

contours within which all other business strategies operate. It is

about setting long-term goals, managing resources at a macro
level, and aligning various business units towards
common business goals.

o Establishing a cohesive vision and shared goals: This
ensures all business units move cohesively towards
common objectives, fostering unity and efficiency.

e Selecting the right mix of investments and distributing
resources effectively: Critical for achieving optimal
growth and sustainability.

e Optimizing synergies between entities: Maximizes
efficiency and innovation by leveraging strengths across
the business.

3.1.2 Types of Corporate Level Strategy

e Growth Strategies: Focus on expanding the company’s
reach through new markets, products, or acquisitions.

o Stability Strategies: Aim to maintain current operations,
focusing on consistent revenue generation.
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Retrenchment Strategies: Involve cutting back to focus
on core competencies and stabilize the company during
turbulent times.

Combination Strategies: Employ a mix of growth,
stability, and retrenchment depending on market and
internal conditions.

3.1.3 Examples of Corporate-Level Strategies:

A retail company might expand its online presence (growth
strategy) while maintaining its brick-and-mortar stores
(stability strategy).

A pharmaceutical company might invest in developing new
drugs (growth strategy) while also optimizing its
manufacturing processes to reduce costs (retrenchment
strategy).

3.1.4 Steps for Implementing a Corporate-Level Strategy:

Strategic Analysis: Conduct a thorough market analysis to
understand your competitive landscape, customer needs,
and industry trends. Evaluate your company’s internal
capabilities, strengths, and weaknesses.

Define Goals: Set clear, measurable goals for the
company, both short-term and long-term, aligned with your
chosen strategy.

Strategy Selection: Consider different corporate-level
strategies (growth, stability, retrenchment, portfolio
management) based on the analysis and your goals. Choose
a strategy that leverages your strengths and addresses
market opportunities.

Develop a Strategic Plan: Translate your chosen strategy
into a detailed plan with specific initiatives, timelines, and
resource allocation.
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e Communication and Alignment: Communicate the
strategy clearly to all levels of the organization to ensure
everyone understands the direction and their role.

e Performance Measurement and Monitoring:Establish
key performance indicators (KPIs) to track progress
towards your strategic  goals.Monitor  performance
regularly and make adjustments to the strategy as needed.

¢ Feedback and Adaptability: The business environment is
constantly changing, so be prepared to adapt your strategy
based on new information and feedback.

Implementing a successful corporate-level strategy involves

detailed planning and strategy execution, including market

analysis, strategic alignment of resources, and continuous
monitoring. For instance, a company might decide to use the

UNITE Strategic Options Matrix to evaluate potential growth

avenues.

3.2 Business Level Strategy: Drive Competitive Advantage:

A business-level strategy represents an innovative approach for

a company to highlight its distinctive assets, enhance its

competitive advantage, and foster seamless integration among

its various components to operate as a unified entity.

3.2.1 Importance of Business Level Strategy

This strategy layer focuses on competitive positioning within

the industry. It’s about how a business can offer unique value

to its customers, differentiate itself from competitors, and
capture market share.

o Establishing the initial position and developing a
primary focus: Sets the foundation for competitive
advantage.

41|Page


https://digitalleadership.com/blog/strategic-goals/
https://digitalleadership.com/unite-articles/business-environment-canvas/
https://digitalleadership.com/unite-articles/strategy-execution-framework/

e Unleashing forthcoming opportunities for
growth: Identifies and  exploits new  business
opportunities.

¢ Formulating a concise strategic blueprint: Guides the
deployment of resources and efforts to maximize impact.

The BCG matrix is a valuable tool in these scenarios, helping
to define and explain which business units should receive more
investment and which might need divesting. Such financial
decisions are crucial in shaping the business and its external
environment, ensuring that services are relevant to its specific
function and that current processes are optimized for maximum
efficiency.

3.3 THE GROWTH SHARE MATRIX (ALSO KNOWN

AS BCG MATRIX)

Types of Business Level Strategy

e Cost Leadership: Building a competitive
advantage by achieving the lowest operational cost
in the industry.

o Differentiation: Offering unique attributes that set
the company’s products or services apart from
competitors.

e Focus: Concentrating on a niche market to serve a
well-defined customer group exceptionally well.

Examples of Business Unit-Level Strategies:

e Cost Leadership Strategy: Aims to be the low-

cost provider in the market by optimizing
production processes, minimizing waste, and
achieving economies of scale (e.g., Walmart’s focus
on efficient supply chain management and low
prices).
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o Differentiation Strategy: Focuses on offering
unique products or services that stand out from
competitors. This could involve superior quality,
innovative features, or exceptional customer
service (e.g., Apple’s focus on design and user
experience).

Focused (Niche) Strategy: Targets a specific customer
segment or market niche with specialized products or
services that cater to their unique needs (e.g., a sports
apparel company that focuses on high-performance
running gear).

Integrated Cost Leadership/Differentiation Strategy: A
hybrid approach that seeks to balance both cost efficiency
and product/service differentiation (e.g., Toyota’s strategy
of producing reliable, fuel-efficient cars at competitive
prices).

3.4 How To Create Business Unit Level Strategies for Success

Internal Analysis: Conduct a SWOT analysis to identify
the unit’s Strengths, Weaknesses, Opportunities, and
Threats. Evaluate the unit’s resources, capabilities, and
core competencies.

External Analysis: Analyze the competitive landscape,
including competitor strengths and weaknesses, market
trends, and customer needs. Identify your target market and
understand their buying behavior.

Strategic Objectives: Define clear, measurable objectives
for the business unit aligned with the overall corporate
strategy. These objectives should consider factors like
profitability, market share growth, or customer satisfaction.
Strategy Selection: Based on the internal and external
analysis, choose a business-level strategy that best
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leverages the unit’s strengths and addresses market
opportunities. Consider factors like cost structure,
product/service differentiation, and target market focus.

e Develop Action Plans: Translate your chosen strategy into
specific action plans with timelines, resource allocation,
and responsibilities. Identify key performance indicators
(KPIs) to track progress towards your objectives.

e Implementation and Monitoring: Communicate the
strategy effectively to all employees within the business
unit. Implement the action plans and monitor progress
regularly. Be prepared to make adjustments as needed
based on performance data and changing market
conditions.

e Customer Focus: Ensure your strategy keeps the customer
at the core. Understand their needs and tailor your offerings
accordingly.

e Innovation: Be open to innovation in products, services,
or processes to stay ahead of the competition.

e Alignment with Corporate Strategy: While the business
unit strategy should be specific to its market, ensure it
aligns with the overall goals of the larger organization.

A practical example could involve using the UNITE Business

Model Scorecard to continuously assess and refine business-

level strategies. Steps include market segmentation analysis,

competitive analysis, and strategic resource allocation.

3.5 FUNCTIONAL LEVEL STRATEGY: SUPPORT

BUSINESS OPERATIONS

Functional-level strategies outline the specific actions and

objectives designated to different departments within a

company, supporting both business and corporate-level

strategies. These strategies define the desired results from the
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everyday activities of specific business functions or
departments.

Importance of Functional Level Strategy

Functional Level Strategy ensures that each department’s
activities align with the overall business and corporate
strategies, enhancing operational efficiency and effectiveness.

Marketing: Turns strategy into action for customer
acquisition and sales.

Financial: Ensures financial health and informs business
unit decisions.

HR: Attracts, retains talent, and builds skills to execute the
strategy.

Operations: Optimizes processes to meet goals (cost,
quality, delivery).

R&D: Drives innovation for new offerings and future
growth.

Purchasing: Gets the right resources at the best
price/quality.

IT Strategy: Provides the technology infrastructure and
data for smart decisions.

Functional Level Strategy Examples

Marketing Strategy: Develop a social media campaign to
reach a specific target audience and increase brand
awareness (aligned with a market expansion goal).
Financial Strategy: Implement cost-saving measures to
reduce operational expenses by 10% (aligned with a cost
leadership strategy).

Human Resource Strategy: Launch a training program to
upskill employees on new technologies needed for a

product launch (aligned with an innovation strategy).
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Operations Strategy: Streamline production processes to
improve efficiency and reduce waste (aligned with a cost
reduction goal).

Research and Development Strategy: Invest in research
on new materials to develop a more sustainable product
line (aligned with a social responsibility focus).
Purchasing Strategy: Negotiate bulk discounts with
suppliers to secure lower raw material costs (aligned with
a cost leadership strategy).

Information Technology Strategy: Upgrade the
company’s data analytics software to gain better customer
insights (aligned with a customer-centric strategy).

Steps of Implementing Functional-Level Strategy

Align with Business Unit Strategy: Ensure ecach
functional strategy directly supports the overarching
business unit strategy and its goals (growth, stability, etc.).
Define Departmental Objectives: Set clear, measurable
objectives for each department that contribute to the
business unit’s goals.

Develop Action Plans: Translate objectives into specific
action plans with timelines, resource allocation, and
ownership for tasks.

Communication and Collaboration: Clearly
communicate the functional strategies and their connection
to the overall business unit strategy to all department
personnel. Encourage collaboration across departments for
successful implementation.

Performance Measurement: Establish key performance
indicators (KPIs) to track progress towards departmental
objectives and the overall business unit strategy.
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e Monitoring and Adjustments: Regularly monitor
progress and be prepared to adjust the functional strategies
as needed based on performance data and changing market
conditions.

Using tools like the UNITE Value Creation Framework,
companies can align functional strategies with business goals.
Steps involve detailed planning, implementation of tailored
solutions, and ongoing evaluation to adjust tactics as needed.
3.6 EXPLORING ADDITIONAL STRATEGY LEVEL:
OPERATIONAL LEVEL STRATEGY
An operations level strategy is the framework a company uses
to reach its long-term objectives and mission. This strategy
involves making decisions influenced by various elements such
as product management, supply chain, inventory, forecasting,
scheduling, quality control, and the planning and management
of facilities.

Importance of Operational Level Strategy

Operational Level Strategy focuses on the efficiency and

effectiveness of company operations on a day-to-day basis. It’s

about optimizing processes and ensuring that the strategies at
higher levels translate into actionable tasks that produce results.

This strategy level is essential for aligning daily operations

with the broader strategic objectives set by functional

and business level strategies.

Operational Level Strategy Examples

e Retail: Optimize inventory, streamline checkout (faster,
fewer lines).

e Manufacturing: Lean manufacturing (reduce waste),
automate quality control.

e Healthcare: Standardize treatment protocols, optimize
appointment scheduling.
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Logistics: Optimize delivery routes, automate warehouse
processes.

Steps of Implementing Operational-Level Strategy

L.

Align with Business Unit Strategy: Ensure your
operational strategy directly supports the overarching
business unit strategy and its goals (growth, cost reduction,
etc.).

Analyze Current Operations: Conduct a thorough
assessment of your existing processes, identifying areas for
improvement in terms of efficiency, quality, and cost. Tools
like process mapping can be helpful here.

Define Operational Objectives: Set clear, measurable
objectives for your operational strategy. These objectives
should be specific, time-bound, achievable, relevant, and
measurable (SMART goals).

Develop Action Plans: Translate your objectives into
detailed action plans. These plans should outline specific
tasks, timelines, resource allocation, and ownership for
each initiative.

Communication and Training: Clearly communicate the
operational strategy and its objectives to all employees
involved in the operations. Provide necessary training to
ensure everyone understands their role and responsibilities.
Implementation and Monitoring: Begin implementing
the action plans outlined in your strategy. Regularly
monitor progress and track key performance indicators
(KPIs) aligned with your objectives.

Continuous Improvement: Be prepared to adapt and
improve your strategy as needed. Use data from
performance monitoring to identify areas for further
optimization.

48| Page



3.6.1 What are The Differences Between Corporate Strategy,
Business Strategy, and Functional Strategy

Within the realm of strategic management, organizations
navigate a complex landscape of decisions and actions across
multiple levels. At the helm of this strategic architecture lie
Corporate Strategy, Business Strategy, and Functional
Strategy, each serving distinct purposes and operating within
different horizons. Understanding the disparities among these
strategic layers is crucial for effective organizational planning
and execution. Here’s a breakdown of the key differences
between Corporate, Business, and Functional Strategies:

1) Decision-Making Horizons: Short-Term vs. Long-Term
Corporate Strategy often involves long-term decision-making
horizons, setting out the vision and goals for the entire
organization for years into the future. Business level
strategy has a medium-term focus, translating the corporate
level strategy into competitive actions and goals typically
spanning several years. Functional level Strategy, on the other

hand, focuses on short-term goals and day-to-day operational
decisions that support higher-level business and corporate
strategies.

2) Focus Areas: Big Picture vs. Day-to-Day Operations

Corporate level strategy is concerned with the big picture,

including choosing which industries and markets the
organization will compete in. Business level strategy is more

narrowly focused, determining how the organization competes
within those markets. Functional level strategy dives into the

specifics, dealing with the management of resources at the
operational level to efficiently execute the business and
corporate strategies.
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3) Impact and Scope: Broad Strokes vs. Specific Actions

Corporate strategies impact the entire organization and are

formulated with broad, sweeping decisions that govern the

company’s overall direction. Business level strategies have a

narrower scope, aimed at achieving competitive advantage in

specific markets. Functional strategies have the most limited
scope, focusing on specific actions and initiatives that enhance
the performance of different departments within the company.

3.7 Why Integration Matters:

A successful organization aligns its strategies across all levels:

corporate, business unit, and functional. This creates a unified

direction where each level supports the others. Here’s how to
achieve that integration:

e Clear Communication: Clearly communicate the
corporate strategy and objectives to all levels of the
organization. This ensures everyone understands the big
picture and how their role contributes to it.

e Cascading Objectives: Break down the corporate goals
into measurable objectives for each business unit. These
unit-level objectives should directly contribute to
achieving the overall corporate strategy.

e Functional Alignment: Ensure each functional
department’s strategy (marketing, finance, HR, etc.)
directly supports the business unit strategy and its
objectives.

e Performance Measurement: Utilize consistent metrics
across all levels to track progress towards goals and
identify areas where strategies might need adjustments.

e Cross-functional Collaboration: Encourage
collaboration between departments. Information sharing
and teamwork are crucial for successful strategy execution.
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3.7.1 Benefits of Integration:

e Improved Efficiency: Eliminates duplication of efforts
and ensures everyone is working towards the same goals.

¢ Enhanced Decision-Making: Provides a clear framework
for decision-making at all levels, aligning with the overall
strategy.

o Faster Response to Change: Aligning strategies allows
for a more coordinated response to changing market
conditions or opportunities.

e Increased Motivation: Employees are more motivated
when they understand how their work contributes to the
bigger picture.

3.7.2 Importance of Adaptability and Agility in Different Levels of

Strategy Execution

Adaptability and agility have become essential components

of strategic execution at all levels of an organization. From

corporate to functional strategies, the ability to rapidly respond

to market changes, technological advancements, and emerging

customer needs is crucial for sustaining competitive advantage

and achieving long-term success. Here’s why adaptability and

agility are so important across the different levels of strategy

execution:

Corporate Level Strategy

e Adaptability: Adjust strategic direction in response to
global trends and economic shifts.

e Agility: Quickly implement changes and make decisions
efficiently.

Business Level Strategy

e Adaptability: Modify marketing, products, and customer
interactions based on market and competitor dynamics.
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o Agility: Rapidly execute strategic changes to capture
opportunities and respond to threats.

Functional Level Strategy

e Adaptability: Each department adjusts strategies and
operations to align with broader business goals.

e Agility: Quickly implement departmental changes and
optimize operations to support business strategies.

Overall Impact

e Seamless Execution: Ensures cohesive strategic changes
across all levels.

e Competitive Advantage: Quick adaptation and response
can outpace competitors.

e Organizational Resilience: Enhances the ability to
withstand disruptions.

e Employee Engagement: Promotes a proactive and
dynamic work environment.

These points emphasize how crucial adaptability and agility are

across all levels of strategy for achieving efficient execution

and long-term success.

3.8 Conclusion

Ensuring that all levels of strategy are cohesive and aligned

towards the organization’s ultimate goals is paramount. At

Digital Leadership, our expertise in strategic management and

digital transformation ensures that our clients not only devise

winning strategies but also implement them successfully to

achieve long-term success.
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UNIT IV

4.1. ORGANIZATIONAL STRUCTURE
Organizational structure defines how an organization’s tasks,
responsibilities, and authority are distributed and coordinated.
It determines the hierarchy, reporting relationships, and
communication pathways that facilitate the organization’s
operations. An effective organizational structure supports the
company’s strategy, enhances efficiency, and ensures clarity in
roles and responsibilities. A centralized structure consolidates
decision-making authority at the top levels of management,
which can be effective for maintaining control and consistency,
particularly in industries requiring strict regulatory compliance.
On the other hand, a decentralized structure distributes
decision-making authority across various levels, allowing for
greater flexibility and quicker responses to local or operational
issues. Companies like Google employ a matrix structure,
combining functional and project-based teams to foster
collaboration and innovation while ensuring that different parts
of the organization work toward common goals

e Organizational Structure

e Organisational structure refers to the structure or a
framework within which various operational and
managerial tasks are performed.

e It aids in the proper coordination of human, physical and
financial resources in the organization to successfully
achieve the organisational objectives.

e Jtis an indispensable means without which an organisation
cannot work.

e Theorganisational chart shows the organisational structure
of an enterprise.

e Span of management is the number of subordinates that a
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superior can manage.
e rganizational structure ensures a smooth and efficient flow
of operations within an enterprise
1. Definition and Purpose: Definition: Organizational
structure refers to the formal arrangement of roles,
responsibilities, and relationships within an organization. It
defines how tasks are divided, coordinated, and supervised
4.1.2 Types of Organizational Structures:
A. Hierarchical Structure: e Description: A traditional model
where authority flows from top to bottom. It features multiple
levels of management, with each level having a clear chain of
command. e Advantages: o Clear reporting lines and
accountability. o Well-defined roles and responsibilities. o
Structured decision-making process. ® Disadvantages: o Can be
rigid and slow to adapt to change. o May create communication
barriers between levels. o Risk of creating silos and reducing
cross-functional collaboration.
B. Flat Structure: e Description: Features fewer levels of
management, with a broader span of control. Employees have
more autonomy and direct access to upper management. e
Advantages: o Encourages a more collaborative and
communicative environment. o Faster decision-making and
greater flexibility. o Promotes employee empowerment and
initiative. ® Disadvantages: o May lead to role ambiguity and
confusion over authority. Can be challenging to manage as the
organization grows. o May create overburdened managers with
too many direct reports.
C. Matrix Structure:  Description: Employees report to both
functional managers and project or product managers. It
combines elements of functional and project-based structures.
o Advantages: o Enhances flexibility and resource allocation. o
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Promotes collaboration across functions and projects. o
Facilitates dynamic and responsive decision-making. e
Disadvantages: o Can lead to confusion and conflict over
reporting lines. o Requires effective communication and
coordination. o Potential for power struggles between
managers.

D. Divisional Structure:

e Description: Organizes the company into semi-autonomous
divisions based on products, services, markets, or geographical
regions. e It is a type of organisational structure which works
as separate units or divisions. Hence each division of a firm has
its own separate departments. Suitability ® Divisional structure
is suitable for organisations producing a variety of products for
performing diversified activities. Advantages: ® Specialisation:
Divisions perform all functions related to a product and thus
games skill experience and specialisation of a particular
product. e Better Accountability: The responsibility of a
division is assigned to the divisional head, who is accountable
for the performance of the entire division. ® Prepare for future
positions: Experience in a variety of operations prepares
managers for higher positions. ® Better Initiatives: Dependent
and independent functioning of divisions and encourages
managers to take initiatives to find better means and ways to
perform the best. ® Expansion and growth: Changes in the
business environment provide opportunities to add new
divisions for expansion and growth of business. Disadvantages
e Conflicts: Divisional interest may lead to conflicts of interest
among divisions and hinders interaction between them. e
Overlapping of activities: Since each division performs all
functions it may lead to overlapping and increased expenditure.
e Misuse of power: The divisional heads mainly ignore
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organisational interest or misuse power while managing their
divisions. Formal and informal organizations a. Formal
organisations: e Formal organisation lays down job
descriptions, rules and procedures for each task to be performed
in an organisation. @ It coordinates, interlinks and integrates the
efforts of various departments and different activities to
achieve organisational goals. e It clearly specifies the formal
relationships between the employees, who has to report whom,
thenature and extent of their relationship etc, e It prioritizes
work over interpersonal and informal relationships.
Advantages ® Easy to fix responsibility.¢ No ambiguity in
instructions.e Maintains unity of command. e Focus on
organisational goals. e Provide stability.Disadvantages e
Procedural delays due to long formal chains of communication.
e No recognition forcreativity, as everyone has to follow a
certain specified structure. ® No understanding of human
relationships. b. Informal organisation e Informal organisation
is a structure formed as a result of a network of social
relationships among employees. ® It allows employees to
interact beyond officially defined roles. ® It originates within
the formal organisation as frequent interaction among
employees in formal organisation creates informal
organisation. Advantages ® Quick communication and faster
feedback due to informal communications. e Fulfills social
needs of friendship and affinity. @ Makes up for inadequacies
of formalorganization. Disadvantages @ Disrupts the formal
setups. ® Resistance to change. ® Group interest may supersede
organisational interest

E. Functional Structure: e Description: Groups employees
based on their specialized functions, such as marketing,
finance, human resources, and operations. e Organisational
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structure where business is managed in the form of a separate
department created on the basis of function each department
performs. Suitability e Functional structure is suitable for large
scale businesses providing specialised services or performing
diversified activities. Advantages o Specialisation: Employees
perform similar tasks within a department and are able to
improve performance which leads to occupational
specialisation. ® Coordination: Similarity in the task being
performed remote control and coordination. @ Operational
efficiency: The managerial and operational efficiency reduces
cost and results in higher profits. Division of work into smaller
tasks leads to minimal duplication and lowers cost. ® Makes
training easier: The ranges of skills are focused which makes
training of employees easier. ® Higher Focus: Individuals
performing similar and smaller tasks can focus better on the
activities they are responsible for. o Disadvantages ® Deviation
in interests: Department interest may be pursued at the cost of
organisational interest to create a functional empire. ®
Conflicts: Departmental interests may lead to conflicts of
interest among departments and hinder interaction between
them. e Lack of Coordination: Conflicts of interest among
departments may lead to problems in coordination. @ Rigidity:
Employees performing similar tasks may not be open to ideas
or newer methods resulting in lack of flexibility.

F. Network Structure: e Description: Focuses on creating a
network of internal and external organizations to perform
various functions. It emphasizes outsourcing and partnerships.
o Advantages: o Flexibility and scalability through partnerships
and outsourcing. Access to specialized skills and resources. o
Can be more cost-effective by leveraging external expertise. o
Disadvantages: o Requires careful management of external
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relationships and contracts. o Potential for reduced control over
outsourced activities. o Risks related to coordination and
integration of external parte Disadvantages: o Requires careful
management of external relationships and contracts. o Potential
for reduced control over outsourced activities. o Risks related
to coordination and integration of external partners.

4.13. KEY ELEMENTS OF ORGANIZATIONAL
STRUCTURE:

A. Hierarchy: e Levels of Management: The number of

management layers from top executives to front-line
employees. A deeper hierarchy indicates more levels of
authority and reporting. ® Chain of Command: Defines the line
of authority and the flow of instructions from top to bottom.
B. Span of Control: e Definition: The number of direct reports
a manager has. A wide span means managing many employees,
while a narrow span means managing fewer employees. e
Impact: A wider span may lead to less direct supervision but
greater employee autonomy, while a narrower span allows for
more detailed supervision and support.

C. Departmentalization: e Definition: The process of
grouping tasks and roles into departments based on function,
product, geography, or process. ® Types: o Functional: Based
on specialized functions (e.g., marketing, finance). o Product:
Based on specific products or services. o Geographical: Based
on location or regional markets. o Process: Based on the steps
in the production or service delivery process.

D. Authority and Decision-Making: e Centralization vs.
Decentralization: ~ Centralized  structures  concentrate
decisionmaking at the top, while decentralized structures
distribute decision-making throughout lower levels. Authority
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Types: o Line Authority: Direct authority to make decisions and
issue orders.

E. Staff Authority: Advisory role without direct decision-
making power.

4.14. IMPLICATIONS OF ORGANIZATIONAL
STRUCTURE:

A. Communication: e The structure affects how information

flows within the organization. Hierarchical structures may
create communication barriers, while flat structures can
promote more open and direct communication.

B. Coordination: e Effective coordination ensures that
different parts of the organization work together towards
common goals. Complex structures like matrix and network
models require robust coordination mechanisms.

C. Flexibility and Adaptability: e The structure influences
how quickly the organization can adapt to changes. More
flexible structures, such as flat or networked organizations, can
respond more rapidly to external changes.

D. Employee Morale and Motivation: e The design of the
structure can impact employee satisfaction and motivation.
Clear roles and career paths in functional structures can
enhance morale, while ambiguity in matrix structures might
lead to frustration.

E. Efficiency and Effectiveness: e The right structure helps
optimize resource use, streamline processes, and achieve
strategic goals. An inefficient structure can lead to wasted
resources and missed opportunities..
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4.2. STRATEGIC BUSINESS UNIT
A Strategic Business Unit (SBU) is a distinct, autonomous
division or unit within an organization that operates as a

separate entity with its own mission, objectives, and strategies.

Here’s an in-depth exploration of SBUs, including their

characteristics, advantages, challenges, and implementation

considerations: Strategic Business Unit (SBU)

A. Definition: ¢ An SBU is a semi-autonomous unit within a

larger corporation that focuses on a specific product line,

market, or business segment. It operates independently in terms
of strategy, planning, and performance evaluation.

B. Characteristics: ¢ Autonomy: SBUs have the authority to

make strategic decisions within their domain. This includes

product development, marketing strategies, and operational
management. e Distinct Objectives: Each SBU has its own set
of objectives and goals that align with the overall corporate

strategy but are tailored to its specific market or product line. o

Performance Accountability: SBUs are responsible for their

own performance, including profitability, revenue growth, and

market share. They are evaluated based on their contributions
to the overall corporate performance. ® Resource Allocation:

SBUs have control over their resources, including budget,

personnel, and technology, to achieve their strategic goals.

4.2.1 Advantages of SBUs:

A. Strategic Focus: e SBUs allow for focused strategies
tailored to specific markets or products. This specialization
helps in responding more effectively to market demands
andcompetitive pressures.

B. Flexibility and Responsiveness: SBUs can adapt quickly to
changes in their specific environment without waiting for
decisions from the central corporate level. This flexibility
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enhances responsiveness to market dynamics.

C. Accountability and Performance Management: e With
clear responsibility for performance outcomes, SBUs are
more accountable for their results. This clarity helps in
tracking performance, setting goals, and managing
profitability.

D. Enhanced Decision-Making: e Decision-making is
decentralized, allowing SBUs to make more informed and
timely decisions relevant to their specific operations. This
reduces bureaucracy and speeds up implementation. E.
Improved Coordination and Integration: ¢ SBUs can align
their strategies and operations more closely with their
specific market needs, improving coordination and
integration within their own areas of responsibility.

4.2.2. Challenges of SBUs:

A. Coordination with Corporate Strategy: e Ensuring that

each SBU’s strategies align with the overall corporate strategy

can be challenging. Misalignment can lead to inefficiencies and
conflicts between SBUs and the corporate center.

B. Resource Allocation: e Balancing resources between

different SBUs and the corporate center can be complex. There

may be competition for resources, leading to potential conflicts
or imbalances.

C. Duplication of Efforts: e Separate SBUs might lead to

duplication of functions and efforts across the organization.

This can result in inefficiencies and increased operational costs.

D. Integration and Communication: ¢ Maintaining effective

communication and integration between SBUs and the central

corporate office is crucial. Poor communication can lead to
misunderstandings and misalignment of objectives

6l|Page



E. Cultural Differences: ¢ Each SBU may develop its own
culture and operational practices. Managing and harmonizing
these differences across the organization can be challenging.
4.3. IMPLEMENTATION CONSIDERATIONS:

A. Identifying SBUs: e Criteria for Identification: SBUs are
typically identified based on factors such as product lines,
market segments, geographic regions, or customer groups. The

decision is based on strategic fit and the potential for autonomy.
o Strategic Fit: Ensure that each SBU’s focus aligns with the
overall corporate strategy and can effectively contribute to the
company’s objectives.

B. Defining Objectives and Strategies: o Clear Goals:
Establish specific, measurable objectives for each SBU that are
aligned with its market or product focus. e Tailored Strategies:
Develop strategies that address the unique challenges and
opportunities faced by each SBU, including marketing, product
development, and operational approaches.

C. Performance Measurement and Evaluation: e KPIs:
Define key performance indicators (KPIs) to assess the
performance of each SBU. Common KPIs include revenue
growth, profitability, market share, and customer satisfaction.
Regular Reviews: Conduct regular performance reviews to
evaluate the progress of each SBU, identify issues, and adjust
strategies as needed.

D. Resource Allocation and Support: e Budgeting: Allocate
budgets to each SBU based on their strategic needs and
performance potential. Ensure that resources are distributed
effectively to support SBU objectives. ® Support Systems:
Provide necessary support systems, including technology,
training, and expertise, to enable SBUs to achieve their goals.
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E. Communication and Coordination: e Information Flow:
Establish effective communication channels between SBUs
and the corporate center to ensure alignment and collaboration.
4.4. STRATEGIC LEADERSHIP

Strategic Leadership involves guiding an organization towards

its long-term goals through visionary thinking, strategic
decision-making, and effective management. Here’s a
comprehensive exploration of strategic leadership, including its
key components, roles, and impact: Strategic Leadership

1. Definition and Scope: Strategic leadership refers to the
ability of leaders to influence and direct an organization
towards achieving its long-term vision and strategic objectives.
It involves setting the strategic direction, making high-level
decisions, and guiding the organization through complex and
often uncertain environments. Scope: e Strategic leadership
encompasses several dimensions, including vision creation,
strategic planning, decision-making, and team management. It
also involves aligning organizational resources and capabilities
with external opportunities and threats.

44.1. KEY COMPONENTS OF STRATEGIC
LEADERSHIP:

A. Vision and Mission: e Vision Creation: Developing a clear,
compelling vision for the organization’s future. This vision
should inspire and motivate employees and stakeholders. o
Mission Alignment: Ensuring that the organization’s mission,
values, and strategic goals align with the vision and drive day-
to-day operations and decisionmaking.

B. Strategic Planning: e Long-Term Goals: Setting long-term
strategic objectives that guide the organization’s direction and
focus. e Strategic Formulation: Developing strategies to
achieve the long-term goals. This involves analyzing internal
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strengths and weaknesses, as well as external opportunities and
threats (SWOT analysis). e Resource Allocation: Allocating
resources effectively to support strategic initiatives and
priorities.

C. Decision-Making: e High-Level Decisions: Making critical
decisions that impact the organization’s direction, such as
entering new markets, developing new products, or acquiring
other companies. e Data-Driven Choices: Utilizing data and
analytics to inform decisions and reduce uncertainty. This
involves evaluating risks, benefits, and potential outcomes.

D. Change Management: e Leading Change: Guiding the
organization through periods of change and transformation.
This includes managing resistance, communicating effectively,
and ensuring smooth transitionse Adaptability: Being flexible
and responsive to changes in the external environment, such as
market shifts, technological advancements, or regulatory
changes.

E. Communication and Influence: e Effective
Communication: Clearly articulating the vision, strategies, and
expectations to employees and stakeholders. This involves both
formal communication (e.g., speeches, reports) and informal
communication (e.g., oneon-one meetings). ® Influence and
Persuasion: Building support for strategic initiatives and
fostering a positive organizational culture. This includes
motivating and inspiring employees to embrace the vision and
work towards common goals.

442. ROLES AND RESPONSIBILITIES OF
STRATEGIC LEADERS:

A. Visionary Leadership: e Setting Direction: Establishing a
clear vision and strategic direction for the organization. This

involves anticipating future trends and positioning the
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organization to capitalize on opportunities. e Inspiring and
Motivating: Inspiring employees to commit to the vision and
work towards achieving strategic goals. This requires effective
communication and role modeling.

B. Strategic Decision-MakingStrategic Choices: Making
decisions that align with the organization’s vision and long-
term goals. This involves balancing short-term needs with
long-term objectives. ® Risk Management: Identifying and
managing risks associated with strategic decisions. This
includes assessing potential impacts and developing mitigation
strategies.

C. Organizational Development: e Building Capabilities:
Developing the organization’s capabilities and resources to
support strategic initiatives. This includes investing in talent,
technology, and infrastructure. Fostering Innovation:
Encouraging a culture of innovation and continuous
improvement. This involves supporting creative thinking,
experimentation, and learning.

D. Performance Management: e Monitoring Progress:
Tracking progress towards strategic goals and objectives. This
includes setting performance metrics and evaluating outcomes.
e Feedback and Adjustment: Providing feedback and making
necessary adjustments to strategies and plans based on
performance data and changing conditions. E. Stakeholder
Management: e Engaging Stakeholders: Building and
maintaining relationships with key stakeholders, including
employees, customers, investors, and partners. e Aligning
Interests: Ensuring that stakeholder interests are considered and
aligned with the organization’s strategic goals.
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4.4.4. STRATEGIC LEADERSHIP STYLES:
A. Transformational Leadership: e Inspiration and Vision:
Inspires and motivates employees to exceed their own self-

interests for the sake of the organization. Focuses on creating a
compelling vision and driving change. e Empowerment:
Empowers employees to take ownership of their work and
contribute to the organization’s success.

B. Transactional Leadership: e Performance Management:
Focuses on managing performance through rewards and
penalties. Emphasizes clear structures and expectations. e
Efficiency: Effective for maintaining order and achieving
short-term objectives.

C. Servant Leadership: o Servant Leadership: Prioritizes the
needs and development of employees. Focuses on building
trust, fostering collaboration, and supporting team members.
Empathy and Support: Demonstrates empathy and provides
support to help employees achieve their best.

4.4.6. CHALLENGES IN STRATEGIC LEADERSHIP:
A. Uncertainty and Risk: e Navigating Uncertainty:
Managing the uncertainty and volatility in the external

environment, such as economic fluctuations, competitive
pressures, and technological disruptions. ® Risk Management:
Balancing risk-taking with risk mitigation to achieve strategic
goals. B. Aligning Interests: e Balancing Stakeholder
Interests: Aligning the diverse interests of various stakeholders
with the organization’s strategic objectives. o Conflict
Resolution: Addressing conflicts and disagreements that may
arise among stakeholders.

C. Change Resistance: e Managing Resistance: Overcoming
resistance to change and fostering a culture of adaptability and
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continuous improvement. e Change Communication:
Effectively communicating the need for change and the
benefits it brings.

4.4.7. DEVELOPING STRATEGIC LEADERSHIP
SKILLS:

A. Education and Training: e Leadership Programs:
Participating in leadership development programs and
executive education to enhance strategic thinking and

management skills. ® Mentorship and Coaching: Engaging in
mentorship and coaching relationships to gain insights and
guidance from experienced leaders.

B. Experience and Practice: e Practical Experience: Gaining
experience through challenging assignments and leadership
roles to develop strategic acumen and decision-making
capabilities. ® Reflective Practice: Reflecting on experiences
and learning from successes and failures to continuously
improve leadership effectiveness.

C. Continuous Learning: e Staying Informed: Keeping up-to-
date with industry trends, market developments, and emerging
technologies to inform strategic decision-making. e Seeking
Feedback: Actively seeking feedback from peers, subordinates,
and mentors to enhance leadership skills and effectiveness. In
summary, strategic leadership is crucial for guiding
organizations towards long-term success through visionary
thinking, strategic planning, and effective management. It
involves setting a clear direction, making high-impact
decisions, and leading change while managing challenges and
aligning diverse interests. Strategic leaders must develop a
range of skills and capabilities to navigate complex
environments and drive organizational growth and
transformation.
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4.5 STRATEGY SUPPORTIVE CULTURE
Strategy-Supportive Culture refers to an organizational culture
that aligns with and reinforces the strategic goals and objectives

of the organization. It involves creating a work environment
where values, beliefs, behaviors, and practices support and
drive the implementation of the organization’s strategy. Here’s
a detailed exploration of what constitutes a strategy-supportive
culture, its characteristics, how it can be developed, and its
impact on organizational performance: and Importance

A. Definition: e A strategy-supportive culture is a set of shared
values, beliefs, and behaviors within an organization that helps
to align the workforce and organizational processes with the
strategic goals. It ensures that the cultural norms and practices
are conducive to achieving the strategic vision of the
organization.

B. Importance: e Alignment: Ensures that all employees
understand and are committed to the strategic objectives of the
organization. e Execution: Facilitates the effective
implementation of strategies by creating a supportive
environment that encourages behaviors and practices aligned
with strategic goals. ® Competitive Advantage: Enhances the
organization’s ability to adapt to changes and respond to
competitive pressures by fostering a culture that supports
innovation and agility.

4.5.1 Characteristics of a Strategy-Supportive Culture A.
Shared Vision and Values:

Common Purpose: Employees across the organization share a
common vision and understand how their roles contribute to
achieving strategic goals. ® Core Values: The organization’s
core values reflect and support its strategic objectives. These
values guide behavior and decision-making at all levels.
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B. Leadership and Role Modeling: e Leadership
Commitment: Leaders consistently demonstrate behaviors and
decision-making processes that align with the strategic goals.
They act as role models for the desired culture. e
Communication: Effective communication from leadership
about the strategy and its importance helps to embed strategic
goals into the culture.

C. Employee Engagement and Empowerment: e
Involvement: Employees are actively involved in the strategy
development and implementation processes, creating a sense of
ownership and commitment. « Empowerment: Employees are
empowered to make decisions and take actions that support the
strategic objectives. They have the autonomy to innovate and
address challenges.

D. Reward Systems and Recognition: Alignment of Rewards:
Reward systems, including bonuses, promotions, and
recognition programs, are aligned with the strategic objectives.
Employees are incentivized to achieve goals that support the
strategy. @ Recognition: Regular recognition of employees who
demonstrate behaviors and achieve results that support the
strategy reinforces the desired culture.

E. Training and Development: e Skill Development: Training
programs are designed to develop skills and competencies that
are critical for executing the strategy. This includes leadership
training, technical skills, and strategic thinking.  Continuous
Learning: A culture of continuous learning supports ongoing
development and adaptation, which is essential for achieving
strategic goals.

F. Innovation and Adaptability: e Encouraging Innovation:
The culture encourages experimentation and innovation to
drive strategic initiatives. Employees are supported in
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developing new ideas and solutions. e Adaptability: The
organization fosters a culture of adaptability, enabling it to
respond effectively to changes in the external environment and
adjust strategies as needed.

4.5.2. DEVELOPING A STRATEGY-SUPPORTIVE
CULTURE

A. ALIGNING CULTURE WITH STRATEGY:

Cultural Assessment: Conduct assessments to understand the
current culture and its alignment with the strategy. Identify gaps

and areas for improvement. e Culture Change Initiatives:
Develop initiatives to address misalignments and reinforce
cultural elements that support the strategy.

B. Leadership Involvement: e Leadership Alignment: Ensure
that leaders at all levels are aligned with the strategy and
actively promote the desired culture. ¢ Role Modeling: Leaders
should model behaviors that reflect the organization’s values
and strategic priorities.

C. Communication and Engagement: e Clear Messaging:
Communicate the strategy and its importance clearly and
frequently. Ensure that employees understand how their roles
contribute to strategic goals. e Feedback Mechanisms:
Implement feedback mechanisms to gather input from
employees and address concerns related to strategy and culture.
D. Integrating Culture into HR Practices: ® Recruitment and
Selection:  Recruit individuals who fit with the
strategysupportive culture. Use cultural fit as a criterion in
hiring decisions. e Performance Management: Align
performance management processes with strategic objectives.
Ensure that performance appraisals reflect contributions to
strategic goals
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4.6 ENTREPRENEURSHIP AND INTRAPRENEURSHIP
ENTREPRENEURSHIP

1. Definition and Scope:

A. Definition: e Entrepreneurship refers to the process of
creating, developing, and managing a new business venture to
achieve a desired outcome, typically involving innovation,
risk-taking, and a vision for growth.

B. Scope: e Startups: Entrepreneurs often start new businesses
from scratch, which can range from small local businesses to
large tech startups. e Innovation: Entrepreneurs introduce new
products, services, or processes to the market, often aiming to
solve problems or fulfill unmet needs. ¢ Growth and Scaling:
Successful entrepreneurship involves not only launching a
business but also scaling it and managing its growth to achieve
long-term success.

4.6.1. Key Characteristics of Entrepreneurs:

A. Vision and Creativity: Visionary Thinking: Entrepreneurs
have a clear vision of what they want to achieve and how their
business will fit into the market. o Creativity: They are often
creative problem-solvers, coming up with innovative solutions
and unique business ideas.

B. Risk-Taking and Resilience: e Risk Tolerance:
Entrepreneurs are willing to take significant risks, including
financial investments and personal sacrifices, to pursue their
business goals. ® Resilience: They exhibit resilience in the face
of challenges and setbacks, adapting and persevering to achieve
success.

C. Initiative and Self-Motivation: e Proactive: Entrepreneurs
are self-starters who take the initiative to turn their ideas into
reality. e Self-Motivated: They are driven by their own
motivation and determination to succeed.
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D. Leadership and Decision-Making: e Leadership Skills:
Entrepreneurs lead and manage their businesses, making
critical decisions related to operations, strategy, and growth. e
Decisiveness: They must be decisive and capable of making
quick, informed decisions in a dynamic environment.

4.6.2. CHALLENGES FACED BY ENTREPRENEURS:
A. Financial Risk: e Funding: Securing funding and managing

financial resources can be challenging, especially in the early
stages of a business. ® Cash Flow Management: Ensuring
positive cash flow and managing financial risks are critical for
sustaining business operations.

B. Market Competition: e Competitive Landscape:
Entrepreneurs often face intense competition and must find
ways to differentiate their products or services. e Market
Validation: Gaining market acceptance and validating the
business model can be difficult.

C. Operational Complexity: e Management: Handling
various aspects of business management, such as operations,
marketing, and human resources, can be overwhelming. e
Scaling: Scaling the business while maintaining quality and
efficiency poses significant challenges.

4.6.3 KEY SUCCESS FACTORS FOR
ENTREPRENEURS:

A. Strong Business Plan: e Planning: Developing a

comprehensive business plan that outlines the vision, goals,
strategies, and financial projections is essential.  Execution:
Effective execution of the business plan, with clear milestones
and action steps, is crucial for success.

B. Network and Support: e Networking: Building a network
of mentors, advisors, and industry contacts can provide
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valuable guidance and support. ® Support Systems: Access to
resources, such as funding, incubators, and accelerators, can
enhance the chances of success.

C. Adaptability and Learning: e Continuous Learning:
Staying informed about industry trends, market changes, and
emerging technologies helps entrepreneurs adapt and innovate.
o Flexibility: Being willing to pivot and adjust strategies based
on feedback and changing conditions is important for long-term
success.

4.7 INTRAPRENEURSHIP

1. Definition and Scope: A. Definition: e Intrapreneurship

refers to the practice of entrepreneurial activities within an
established organization. Intrapreneurs are employees who act
like entrepreneurs, driving innovation and new business
initiatives while working within the company. B. Scope: e
Innovation within Organizations: Intrapreneurs focus on
developing new products, services, or processes that benefit the
organization, often leveraging existing resources and
infrastructure. ® Project Management: Intrapreneurs manage
projects or initiatives that align with the organization’s strategic
goals, contributing to its growth and competitiveness.

4.7.1. KEY CHARACTERISTICS OF
INTRAPRENEURS:

A. Innovation and Initiative: e Innovative Thinking:

Intrapreneurs are innovative thinkers who seek opportunities
for improvement and new business ventures within the
organization. e Initiative: They take the initiative to propose
and develop new ideas and projects.
B. Resourcefulness and Adaptability: ¢ Resource Utilization:
Intrapreneurs use existing organizational resources to
implement their ideas and projects. ® Adaptability: They adapt
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to the organizational environment and leverage internal
processes and structures.

C. Risk Management: e Risk Awareness: While intrapreneurs
face less personal financial risk compared to entrepreneurs,
they still navigate organizational risks and uncertainties. e
Strategic Risk-Taking: They manage risks associated with
innovation and project development while aligning with the
organization’s risk tolerance.

4.7.2. CHALLENGES FACED BY INTRAPRENEURS:

A. Organizational Constraints: e Bureaucracy: Navigating

organizational bureaucracy and obtaining approval for new
initiatives can be challenging. o Limited
Autonomy:Intrapreneurs may have limited control over
decision-making and resource allocation.

B. Resistance to Change: e Cultural Barriers:Intrapreneurs
may encounter resistance from colleagues or management who
are resistant to change or new ideas. ® Organizational Culture:
Aligning their initiatives with the existing organizational
culture and gaining buy-in can be difficult.

C. Balancing Innovation and Core Responsibilities: e Time
Management: Balancing innovative projects with existing job
responsibilities and operational tasks can be challenging. e
Priority Conflicts: Managing priorities and ensuring that
innovative initiatives do not detract from core business
functions.
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UNITV

Strategic management process does not end when the firm
decides what strategies to pursue. There must be a translation
of strategic thought into strategic action. It requires support of
all managers and employees of the business. Implementing
strategy affects an organization from top to bottom; it affects
all the functional and divisional areas of a business. Strategy
implementation requires introduction of change in the
organaisation to make organaisational member adapt to the new
environment. Strategic control is an integral part of strategic
management. It focuses on whether the strategy is being
implemented as planned and the results produced are those
intended. In addition, we will also have an overview of the
emerging concepts in strategic management, namely, strategy
audit, business process reengineering and benchmarking.
Strategy implementation concerns the managerial exercise of
putting a freshly chosen strategy into action. It deals with the
managerial exercise of supervising theongoing pursuit of
strategy, making it work, improving the competence with
which it is executed and showing measurable progress in
achieving the targeted results. Strategic implementation is
concerned with translating a strategic decision into action,
which presupposes that the decision itself (i.e., the strategic
choice) was made with some thought being given to feasibility
and acceptability. The allocation of resources to new courses of
action will need to be undertaken, and there may be a need for
adapting the organization‘s structure to handle new activities as
well as training personnel and devising appropriate systems.
5.1 FORWARD LINKAGES: The different elements in
strategy formulation starting with objective setting through
environmental and organizational appraisal, strategic
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alternatives and choice to the strategic plan determine the
course that an organization adopts for itself. With the
formulation of new strategies, or reformulation of existing
strategies, many changes have to be affected within the
organization. For instance, the organizational structure has to
undergo a change in the light of the requirements of the
modified or new strategy. The style of leadership has to be
adapted to the needs of the modified or new strategies. In this
way, the formulation of strategies has forward linkages with
their implementation.

5.2 BACKWARD LINKAGES: Just as implementation is
determined by the formulation of strategies, the formulation
process is also affected by factors related with implementation.
While dealing with strategic choice, remember that past
strategic actions also determine the choice of strategy.
Organizations tend to adopt those strategies which can be
implemented with the help of the present structure of resources
combined with some additional efforts. Such incremental
changes, over a period of time, take the organization from
where it is to where it wishes to be.

5.3. STRATEGIC CHANGE: The changes in the
environmental forces often require businesses to make
modifications in their existing strategies and bring out new
strategies. Strategic change is a complex process that involves
a corporate strategy focused on new markets, products, services
and new ways of doing business. Steps to initiate strategic
change: For initiating strategic change, three steps can be
identified as under:

(i) Recognize the need for change: The first step is to diagnose
which facets of the present corporate culture are strategy
supportive and which are not. This basically means going for
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environmental scanning involving appraisal of both internal
and external capabilities may be through SWOT analysis and
then determining where the lacuna lies and scope for change
exists.

(ii) Create a shared vision to manage change: Objectives of
both individualsand organization should coincide. There
should be no conflict between them. This is possible only if the
management and the organization members follow a shared
vision. Senior managers need to constantly and consistently
communicate the vision to all the organizational members.
They have to convince all those concerned that the change in
business culture is not superficial or cosmetic. The actions
taken have to be credible, highly visible and unmistakably
indicative of management‘s seriousness to new strategic
initiatives and associated changes.

(iii) Institutionalise the change: This is basically an action
stage which requiresimplementation of changed strategy.
Creating and sustaining a different attitude towards change is
essential to ensure that the firm does not slip back into old ways
of thinking or doing things. Capacity for self-renewal should
be a fundamental anchor of the new culture of the firm.
Besides, change process must be regularly monitored and
reviewed to analyse the after-effects of change. Any
discrepancy or deviation should be brought to the notice of
persons concerned so that the necessary corrective actions are
taken. It takes time for the changed culture to prevail.

5.4. STRATEGIC CHOICE:

5.4.1 INTRODUCTION: Strategic Choice is looked upon as
a key aspect of the strategic management process. The process
of strategic choice is essentially a decision-making process that
has a lasting impact on the organization‘s performance. The
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decision-making involves relating intent to the vision/mission
of the organization, generating alternatives, choosing one or
more alternatives that helps the firm to achieve its objectives
and finally, implementing the chosen strategy. Thus, for the
purpose of selecting or rejecting alternatives, the mangers have
to ascertain a set of criteria. These criteria are termed as
selection factors and can be broadly classified into two groups:
the objective and subjective factors. The objectives factors are
basically data driven and are based on analytical techniques
whereas the subjective factors are based on one‘s experience
and personal judgment.

5.4.2.PROCESS OF STRATEGIC CHOICE: The process of
strategic choice comprises of following four steps:

1. Relating intent to the vision & mission

2. Generating alternatives

3. Assessing the options

4. Selecting one option that fits with the intent A foremost step
in the process of strategic choice is to define the intent and
relate it to the vision, mission and goals of the organization.
Unless the intent is clear, it would be difficult to generate
alternatives and further assess them so as to facilitate a strategic
choice.

5.4.3. APPROACHES TO STRATEGIC CHOICE: Itis well
acknowledged that strategic decision-making is a complex
activity where no single factor is adequate for making a
strategic choice. The various approaches used to generate the
strategic alternatives ranges from some of the simplest
techniques that are based on intuition, are judgmental and
descriptive in nature to the highly sophisticated analytical
models such as Product Life Cycle (PLC), Boston Consulting
Group (BCG) matrix, GE Nine Cell Model. These models
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provide generic guidelines for a specific business situation.
With the help of these approaches a blueprint is drafted that
helps to describe the strategies and the conditions under which
they could be made to operate.

54.4. SUBJECTIVE FACTORS IN STRATEGIC
CHOICE: Strategic decision making is a complex activity
where no one factor is sufficient for exercising a strategic
choice. Strategy formulation is looked upon as an art as it is a
science. The strategists should be capable to sense the future
opportunities and respond quickly to build a strong position for
a business.

5.5. STRATEGIC CONTROL: According to Schendel and
Hofer —Strategic control focuses on the dual questions of
whether: (1) the strategy is being implemented as planned; and
(2) the results produced by the strategy are those intended.|
There is often a time gap between the stages of strategy
formulation and its implementation. A strategy might be
affected on account of changes in internal and external
environments of organisation. There is a need for warning
systems to track a strategy as it is being implemented. Strategic
control is the process of evaluating strategy as it is formulated
and implemented. It is directed towards identifying problems
and changes in premises and making necessary adjustments.
Types of Strategic Control: There are four types of strategic
control as follows:

1 Premise control: A strategy is formed on the basis of certain
assumptions orpremises about the complex and turbulent
organizational environment. Over a period of time these
premises may not remain valid. Premise control is a tool for
systematic and continuous monitoring of the environment to
verify the validity and accuracy of the premises on which the
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strategy has been built. It primarily involves monitoring two
types of factors:

(1)

(i)

(iii)

@iv)

Environmental factors such as economic (inflation,
liquidity, interestrates), technology, social and legal-
regulatory. (ii) Industry factors such as competitors,
suppliers, substitutes. t is neither feasible nor desirable to
control all types of premises in the same manner.
Different premises may require different amount of
control. Thus, managers are required to select those
premises that are likely to change and would severely
impact the functioning of the organization and its
strategy. 2 Strategic surveillance: Contrary to the
premise control, the strategicsurveillance is unfocussed.
It involves general monitoring of various sources of
information to uncover unanticipated information having
a bearing on the organizational strategy. It involves
casual environmental browsing. Reading financial and
other newspapers, business magazines, attending
meetings, conferences, discussions and so on can help in
strategic surveillance. Strategic surveillance may be
loose form of strategic control but is capable of
uncovering information relevant to the strategy.

Special alert control: At times, unexpected events may
force organizations to reconsider their strategy. Sudden
changes in government, natural calamities, terrorist
attacks, unexpected merger/acquisition by competitors,
industrial disasters and other such events may trigger an
immediate and intense review of strategy. To cope up
with such eventualities, the organisations form crisis
management teams to handle the situation.
Implementation control: Managers implement strategy
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by converting major plans into concrete, sequential
actions that form incremental steps. Implementation
control is directed towards assessing the need for
changes in the overall strategy in light of unfolding
events and results associated with incremental steps and
actions.
5.6. STRATEGY AUDIT:
The audit of management performance with regard to its
strategies helps an organization identify problem areas and
correct the strategic approaches that have not been effective so
far. An assessment of the external environment shows where
changes happen and where organization‘s strategic
management no longer match the demands of the marketplace.
Based on such analysis, the organization can improve business
performance by periodically conducting such an audit.
Companies review their business plans and strategies on
regular basis to identify weaknesses and shortcomings to
enable a successful development plan. The strategy audit
secures that all necessary information for the development of
the company is included in the business plan and that the
management supports it. The core of Strategy Audit, for any
corporate entity, lies on following important questions:
¢ How well is the current strategy working?
¢ How well will the current strategy be working in future?
¢ How can this be evaluated in present and future?
¢ How urgent is there a need to change the strategy?
For this, a periodic review and evaluation of the fundamental
characteristics of a strategy are necessary. A strategy audit is an
examination and evaluation of areas affected by the operation
of a strategic management process within an organization. A
strategy audit provides an excellent platform for discussion
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with the top management regarding necessary corporate actions
or changes in the existing business plan. It also identifies the
need to adjust the existing business strategies and plans.

5.7. BUSINESS PROCESS REENGINEERING

Waiting in a queue in a post office or bank, a person may feel a
need for improvement in processes. In case of queue, the
process begins with your stepping into the queue, and ends with
receiving the desired service and leaving the place. The steps
of the process are the activities that you and the personnel
providing services perform to complete the transaction. Buying
a ticket is a simple business process. There are other business
processes such as purchasing raw materials, logistic
movements of finished products, developing new products, etc.
that are much trickier to deal with. Business processes are
simply a set of activities that transform a set of inputs into a set
of outputs for another person or process. In order to have a
better appreciation of what Business Process Reengineering
(BPR) really means it would be pertinent to have preliminary
knowledge of business processes. What is a business process
and how it differs from other processes is the question that may
come to mind? Business process or business activities are not
discrete or unrelated pieces of work. They are parts of recurrent
work processes within which they are located, sequenced and
organized.

5.8. BENCHMARKING: Benchmarking helps an
organization to get ahead of competition. The organizations can
possess a large amount of information that help them in taking
strategic and other important decisions. Companies that
translate this information to knowledge and use it in their
planning and decision making are the winners. A benchmark
may be defined as a standard or a point of reference against
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which things may be compared and by which something can be
measured and judged. In this sense, at a naive level, it may be
compared to the concept of control as the similarities do exist.
However, the concept of benchmarking is much broader than
mere controlling as there are major strategic dimensions
involved. The term has presumably been adapted from physical
sciences wherein it refers to a surveyor‘s mark made on a
stationary object at previously determined position and
elevation and used as a reference point to measure altitudes.
The scientific studies conducted by Frederick Taylor in the
latter part of the nineteenth century represent an early use of the
benchmarking concept. However, the term got popularity much
later in the seventh decade of twentieth century. Initially, the
concept evolved in companies operating in an industrial
environment. Over a period of time, it covered other spheres of
business activity. In recent years, different commercial and
non-commercial organizations are discovering the value of
benchmarking and are applying it to improve their processes
and systems.

5.8.1 WHAT IS BENCHMARKING? In simple words,
benchmarking is an approach of setting goals and measuring
productivity based on best industry practices. It developed out
of the need to have information against which performances
can be measured. For example, a customer support engineer of
a television company attends a call within forty-eight hours. If
the industry norm is that all calls are attended within twenty-
four hours, then the twenty-four hours can be a benchmark.
Benchmarking helps in improving performance by learning
from best practices and the processes by which they are
achieved. It involves regularly comparing different aspects of
performance with the best practices, identifying gaps and
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finding out novel methods to not only reduce the gaps but to
improve the situations so that the gaps are positive for the
organization. Benchmarking is not a panacea for all problems.
Rather, it studies the circumstances and processes that help in
superior performance. Better processes are not merely copied.
Efforts are made to learn, improve and evolve them to suit the
organizational requirements. Further, benchmarking exercises
are also repeated periodically so that the organization does not
lag behind in the dynamic environment. Benchmarking is a
process of continuous improvement in search for competitive
advantage. It measures a company‘s products, services and
practices against those of its competitors or other
acknowledged leaders in their field. Xerox pioneered this
process in late 70‘s by benchmarking its manufacturing costs
against those of domestic and Japanese competitors and got
dramatic improvement in the manufacturing cost. Firms can
use benchmarking process to achieve improvement in diverse
range of management functions like:

5.8.2. STEPS IN BENCHMARKING PROCESS:
Benchmarking processes used by different organisations lack
standardization. However, common elements are as follows:
(1) Identifying the need for benchmarking: This step will define
the objectivesof the benchmarking exercise. It will also involve
selecting the type of benchmarking. Organizations identify
realistic opportunities for improvements. (2) Clearly
understanding existing business processes: This step will
involvecompiling information and data on performance. This
will include mappingprocesses. Information and data are
collected by different methods such as interviews, visits and
filling of questionnaires. (3) Identify best processes: Within the
selected framework, best processes areidentified. These may be
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within the same organization or external to it. (4) Compare own
processes and performance with that of others:
Whilecomparing gaps in performance between the organization
and better performers is identified. Further, gaps in
performance are analysed to seek explanations. Such
comparisons have to be meaningful and credible. Feasibility of
making the improvements in the light of the conditions that
apply within the organization is also examined. (5) Prepare a
report and implement the steps necessary to close
theperformance gap: A report on the Benchmarking initiatives
containing recommendations is prepared. Such a report
includes the action plan(s) for implementation. (6) Evaluation:
A business organization must evaluate the results of the
benchmarking process in terms of improvements vis-a-vis
objectives and other criteria set for the purpose. It should also
periodically evaluate and reset the benchmarks in the light of
changes in the conditions that impact its performance.

5.9. SIX SIGMA PRINCIPLES:
There are five main principles of Six Sigma:

1. Customer focus: The main objective is to maximize the
benefits for customers. Hence, a business must understand
the needs of their customers and the drivers of sales. It
requires establishing quality standards according to the
market or customer demands.

2. Assess the value chain and find the problem: Outline the
steps of a process to find out unwanted areas and gather
related data. Define goals for data collection, purposes for
data gathering, and expected insights. Verify that the data
is assisting in achieving the objectives, whether more
information is needed to be collected, or if data cleansing
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is required. Find out the problem and its root cause.
Eliminate defects and outliers: After the identification of
the problem, make appropriate modifications in the process
to eliminate defects. Eliminate any activity in the given
process that does not contribute to the customer value. If
the value chain is unable to reveal the problem area, various
tools are used to find out the problem areas and outliers.
Eliminating the outliers and defects removes the
bottlenecks in a given process.

Involve stakeholders: A structured process should be
adopted where all stakeholders collaborate and contribute
to finding solutions to complex issues. The team needs to
achieve proficiency in the methodologies and principles
applied. Hence, specialized knowledge and training are
required to lower project failure risks and ensure optimal
performance of the processes.

Flexible and responsive system: Whenever an inefficient or
faulty process is eliminated, the employee approach and
work practices need to be changed. A flexible and
responsive environment to the changes in processes can
lead to the efficient implementation of the projects. The
departments involved should be capable of adapting easily
to the change. Companies that periodically examine the
data and make appropriate changes to their processes may
achieve a competitive advantage.

5.9.1 SIX SIGMA TECHNIQUES:
The Six Sigma methodology also uses a mix of statistical and

data analysis tools such as process mapping and design and
proven qualitative and quantitative techniques, to achieve the

desired outcome. Six Sigma Techniques in use
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1.Brainstorming: Brainstorming is the key process of any
problem-solving method and is often utilized in the "improve"
phase of the DMAIC methodology. It is a necessary process
before anyone starts using any tools. Brainstorming involves
bouncing ideas and generating creative ways to approach a
problem through intensive freewheeling group discussions. A
facilitator, who is typically the lead Black Belt or Green Belt,
moderates the open session among a group of participants.

2. Root Cause Analysis/The 5 Whys: This technique helps to
get to the root cause of the problems under consideration and is
used in the "analyze" phase of the DMAIC cycle. In the 5 Whys
technique, the question "why" is asked, again and again, finally
leading up to the core issue. Although "five" is a rule of thumb,
the actual number of questions can be greater or fewer,
whatever it takes to gain clarity.

3. Voice of the Customer: This is the process used to capture
the "voice of the customer" or customer feedback by either
internal or external means. The technique is aimed at giving the
customer the best products and services. It captures the
changing needs of the customer through direct and indirect
methods. The voice of the customer technique is used in the
"define' phase of the DMAIC method, usually to further define
the problem to be addressed.

4. The 5S System: This technique has its roots in the Japanese
principle of workplace energies. The 5S System is aimed at
removing waste and eliminating bottlenecks from inefficient
tools, equipment, or resources in the workplace. The five steps
used are Seiri (Sort), Seiton (Set In Order), Seiso (Shine),
Seiketsu (Standardize), and Shitsuke (Sustain).

5.Kaizen (Continuous Improvement): The Kaizen technique is
a powerful strategy that powers a continuous engine for
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business improvement. It is the practice continuously
monitoring, identifying, and executing improvements. This is a
particularly useful practice for the manufacturing sector.
Collective and ongoing improvements ensure a reduction in
waste, as well as immediate change whenever the smallest
inefficiency is observed.

6.Benchmarking: Benchmarking is the technique that employs
a set standard of measurement. It involves making comparisons
with other businesses to gain an independent appraisal of the
given situation. Benchmarking may involve comparing
important processes or departments within a business (internal
benchmarking), comparing similar work areas or functions
with industry leaders (function benchmarking), or comparing
similar products and services with that of competitors
(competitive benchmarking).

7.Poka-yoke (Mistake Proofing): This technique's name comes
from the Japanese phrase meaning "to avoid errors," and entails
preventing the chance of mistakes from occurring. In the poka-
yoke technique, employees spot and remove inefficiencies and
human errors during the manufacturing process.

8.Value Stream Mapping: The value stream mapping
technique charts the current flow of materials and information
to design a future project. The objective is to remove waste and
inefficiencies in the value stream and create leaner operations.
It identifies seven different types of waste and three types of
waste removal operations.

88| Page



	Preface
	01-88

