
BA7032                                                                                   STRATEGIC MANAGEMENT 

 

1 
SCE                                                                                      DEPARTMENT OF MANAGEMENT SCIENCES 

 

A Course Material on 

STRATEGIC MANAGEMENT 

 

 

  

 

 

 

By 

Mr. SURESH KUMAR.M 

ASSISTANT PROFESSOR 

DEPARTMENT OF MANAGEMENT SCIENCES  

SASURIE COLLEGE OF ENGINEERING 

VIJAYAMANGALAM – 638 056 

  

 

 

 

 

 

 

 

 

 

 

 

 



BA7032                                                                                   STRATEGIC MANAGEMENT 

 

2 
SCE                                                                                      DEPARTMENT OF MANAGEMENT SCIENCES 

 

QUALITY CERTIFICATE 

 

This is to certify that the e-course material  

Subject Code :  BA7032 

Subject   :  Entrepreneurship Development 

Class  :  II Year MBA  

Being prepared by me and it meets the knowledge requirement of the university 

curriculum. 

 

 

Signature of the Author 

                                      Name: Mr.M.Suresh Kumar 

         Designation: Assistant Professor   

 

This is to certify that the course material being prepared by Mr. M.Suresh Kumar is of 

adequate quality. He has referred more than five books amount them minimum one is 

from aborad author. 

 

 

Signature of HD 

                        Name: Mr.S.Arunkumar  

  

                               SEAL  

 

 

 

 

 

 

 

 

 

 



BA7032                                                                                   STRATEGIC MANAGEMENT 

 

3 
SCE                                                                                      DEPARTMENT OF MANAGEMENT SCIENCES 

 

CONTENTS 

CHAPTER TOPICS PAGE NO 

1 

STRATEGY AND PROCESS 

5-16 

Conceptual framework for strategic management 

the Concept of Strategy 

the Strategy 

Formation Process 

Stakeholders in business 

Vision 

Mission 

Purpose 

Business 

definition 

Objectives  

Goals 

Corporate Governance 

Social responsibility 

2 

COMPETITIVE ADVANTAGE 

17-50 

External Environment 

Porter‘s Five Forces Model 

Strategic Groups Competitive Changes during Industry 

Evolution 

Globalization and Industry Structure 

National Context and Competitive advantage 

Resources 

Capabilities 

competencies 

core competencies 

Competencies & Low cost and 

differentiation strategies 

Generic Building Blocks of Competitive Advantage 

Distinctive Competencies 

Resources and Capabilities durability of competitive 

Advantage 

Avoiding failures and sustaining 

competitive advantage 

3 

STRATEGIES 

51-75 

Stability strategy 

Expansion strategy 

Retrenchment strategy 

Combination strategies 

Business level strategy 

Strategy in the Global Environment 

Corporate Strategy- 

Vertical Integration 

Diversification Strategy 

Strategic Alliances 



BA7032                                                                                   STRATEGIC MANAGEMENT 

 

4 
SCE                                                                                      DEPARTMENT OF MANAGEMENT SCIENCES 

Building and Restructuring the corporation 

Strategic analysis and choice 

Environmental Threat and Opportunity Profile (ETOP) 

Organizational Capability Profile 

SWOT Analysis 

GAP Analysis 

Mc Kinsey's 7s Framework 

GE 9 Cell Model 

Distinctive competitiveness 

Selection of matrix 

Balance Score Card 

4 

STRATEGY IMPLEMENTATION & EVALUATION 

76-94 

The implementation process 

Resource allocation 

Designing organizational structure 

Designing Strategic Control Systems 

Matching structure and control to strategy 

Implementing Strategic 

change 

Politics 

Power 

Conflict 

Techniques of strategic evaluation & control 

5 

OTHER STRATEGIC ISSUES 

95-112 

Managing Technology and Innovation 

Strategic issues for Non Profit organizations. 

New Business Models 

Strategies for Internet Economy 

Case Study 

Question Bank 113-129 

 

 

 

 

 

 

 

 

 

 

 

 

 



BA7032                                                                                   STRATEGIC MANAGEMENT 

 

5 
SCE                                                                                      DEPARTMENT OF MANAGEMENT SCIENCES 

UNIT - I 

Strategy:  

It is an action that managers take to attain one or more of the organization‘s 

goals. Strategy can also be defined as “A general direction set for the company and its 

various components to achieve a desired state in the future. Strategy results from the 

detailed strategic planning process‖. An equivalent definition given in the class is 

selection of actions that will make an organization to have superior performance 

compared to industry. An action means allocating resources. 

 
Features of Strategy 

 

1. Strategy is Significant because it is not possible to foresee the future. Without a 

perfect foresight, the firms must be ready to deal with the uncertain events which 

constitute the business environment.  

2. Strategy deals with long term developments rather than routine operations, i.e. it 

deals with probability of innovations or new products, new methods of productions, or 

new markets to be developed in future. 

3. Strategy is created to take into account the probable behavior of customers and 

competitors.  Strategies dealing with employees will predict the employee behavior. 

 

Strategy  is  a  well  defined  roadmap  or  a  goal  post  to  be  achieved  of  an 
 
organization. It defines the overall mission, vision and direction of an organization. The 

objective of a strategy is to maximize an organization‘s strengths and to minimize the 

strengths of the competitors. 

 

Strategy, in short, bridges the gap between ―where we are‖ and ―where we want to be‖. 

 

Strategic Management 
 
Strategic management has now evolved to the point that it is primary value is to help  the 

organization operate successfully in dynamic, complex global environment. 

Corporations have to become less bureaucratic and more flexible. In stable environments 

such as those that have existed in the past, a competitive strategy simply involved 

defining a competitive position and then defending it. Because it takes less and less time 

for one product or technology to replace another, companies are finding that there are no 

such thing as enduring competitive advantage and there is need to develop such 

advantage is more than necessary. 
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Corporations must develop strategic flexibility: the ability to shift from one 

dominant strategy to another. Strategic flexibility demands a long term commitment to 

the development and nurturing of critical resources. It also demands that the company 

become a learning organization: an organization skilled at creating, acquiring, and 

transferring knowledge and at modifying its behaviour to reflect new knowledge and 

insights. Learning organizations avoid stability through continuous self-examinations 

and experimentations. 

 

Strategic Formation Process: 

 

 

Setting Organizations’ objectives - The key component of any strategy 

statement is to set the long-term objectives of the organization. It is known that strategy 

is generally a medium for realization of organizational objectives. Objectives stress the 

state of being there whereas Strategy stresses upon the process of reaching there. 

Strategy includes both the fixation of objectives as well the medium to be used to realize 

those objectives. Thus, strategy is a wider term which believes in the manner of 

deployment of resources so as to achieve the objectives. 
 

While fixing the organizational objectives, it is essential that the factors which 

influence the selection of objectives must be analyzed before the selection of objectives. 

Once the objectives and the factors influencing strategic decisions have been determined, 

it is easy to take strategic decisions. 

 

Evaluating the Organizational Environment - The next step is to evaluate the 

general economic and industrial environment in which the organization operates. This 

includes a review of the organizations competitive position. It is essential to conduct a 

qualitative and quantitative review of an organizations existing product line. The purpose 

of such a review is to make sure that the factors important for competitive success in the 

market can be discovered so that the management can identify their own strengths and 

weaknesses as well as their competitors‘ strengths and weaknesses. 
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After identifying its strengths and weaknesses, an organization must keep a track 

of competitors‘ moves and actions so as to discover probable opportunities of threats to 

its market or supply sources. 

Setting Quantitative Targets - In this step, an organization must practically fix 

the quantitative target values for some of the organizational objectives. The idea behind 

this is to compare with long term customers, so as to evaluate the contribution that might 

be made by various product zones or operating departments. 

Performance Analysis - Performance analysis includes discovering and 

analyzing the gap between the planned or desired performance. A critical evaluation of 

the organizations past performance, present condition and the desired future conditions 

must be done by the organization. This critical evaluation identifies the degree of gap 

that persists between the actual reality and the long-term aspirations of the organization. 

An attempt is made by the organization to estimate its probable future condition if the 

current trends persist. 

Choice of Strategy - This is the ultimate step in Strategy Formulation. The best 

course of action is actually chosen after considering organizational goals, organizational 

strengths, potential and limitations as well as the external opportunities 

 

Mission Statement 

 
Mission statement is the statement of the role by which an organization intends to 

serve it‘s  stakeholders. It describes why an organization is operating and thus provides a 

framework within which strategies are formulated. It describes what the organization 

does (i.e., present capabilities), who all it serves (i.e., stakeholders) and what makes an 

organization unique (i.e., reason for existence). A mission statement differentiates an 

organization from others by explaining its broad scope of activities, its products, and 

technologies it uses to achieve its goals and objectives. It talks about an organization‘s 

present (i.e., ―about where we are‖).For instance,  

Ex: Microsoft‘s mission is to help people and businesses throughout the world to 

realize their full potential. Wal-Mart‘s mission is ―To give ordinary folk the chance to 

buy the same thing as rich people.‖ Mission statements always exist at top level of an 

organization, but may also be made for various organizational levels. Chief executive 

plays a significant role in formulation of mission statement. Once the mission statement 

is formulated, it serves the organization in long run, but it may become ambiguous with 

organizational growth and innovations. In today‘s dynamic and competitive 
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environment, mission may need to be redefined. However, care must be taken that the 

redefined mission statement should have original fundamentals/components. Mission 

statement has three main components-a statement of mission or vision of the company, a 

statement of the core values that shape the acts and behavior of the employees, and a 

statement of the goals and objectives. 

 

Features of a Mission 
 
a. Mission must be feasible and attainable. It should be possible to achieve it.  

 
b. Mission should be clear enough so that any action can be taken.  

 
c. It should be inspiring for the management, staff and society at large.  

 
d. It should be precise enough, i.e., it should be neither too broad nor too narrow.  

 
e. It should be unique and distinctive to leave an impact in everyone‘s mind.  

 
f. It should be analytical, i.e., it should analyze the key components of the strategy.  

 
g. It should be credible, i.e., all stakeholders should be able to believe it.  

 
 

Vision  
 

A vision statement identifies where the organization wants or intends to be in 

future or where it should be to best meet the needs of the stakeholders. It describes 

dreams and aspirations for future. For instance, Microsoft‘s vision is ―to empower people 

through great software, any time, any place, or any device.‖ Wal-Mart‘s vision is to 

become worldwide leader in retailing.  

A vision is the potential to view things ahead of themselves. It answers the 

question ―where we want to be‖. It gives us a reminder about what we attempt to 

develop. A vision statement is for the organization and it‘s members, unlike the mission 

statement which is for the customers/clients. It contributes in effective decision making 

as well as effective business planning. It incorporates a shared understanding about the 

nature and aim of the organization and utilizes this understanding to direct and guide the 

organization towards a better purpose. It describes that on achieving the mission, how the 

organizational future would appear to be. 

 
An effective vision statement must have following features- 

 

a. It must be unambiguous.  
 
b. It must be clear.  

 
c. It must harmonize with organization‘s culture and values.  
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d. The dreams and aspirations must be rational/realistic.  
 
e. Vision statements should be shorter so that they are easier to memorize.  

 
 
. 
 
 
 
 
Goals and objectives 
 
 
A goal is a desired future state or objective that an organization tries to achieve. Goals 

specify in particular what must be done if an organization is to attain mission or vision. 

Goals make mission more prominent and concrete. They co-ordinate and integrate 

various functional and departmental areas in an organization. Well made goals have 

following features- 

 
1. These are precise and measurable.  

 
2. These look after critical and significant issues.  

 
3. These are realistic and challenging.  

 
4. These must be achieved within a specific time frame.  

 
5. These include both financial as well as non-financial components.  

 
 
Objectives are defined as goals that organization wants to achieve over a period of time. 

These are the foundation of planning. Policies are developed in an organization so as to 

achieve these objectives. Formulation of objectives is the task of top level management. 

Effective objectives have following features- 

 
1. These are not single for an organization, but multiple.  

 
2. Objectives should be both short-term as well as long-term.  

 
3. Objectives must respond and react to changes in environment, i.e., they must be 

flexible.  
 

4. These must be feasible, realistic and operational.  
 
Tactics 
 
Tactics are concerned with the short to medium term co-ordination of activities and the 

deployment of resources needed to reach a particular strategic goal. Some typical 

questions one might ask at this level are: "What do we need to do to reach our growth / 

size / profitability goals?" "What are our competitors doing?" "What machines should we 

use?" The decisions are taken more at the lower levels to implement the strategies based 

on ground realities. 
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How strategy is initiated? 
 

A triggering event is something that stimulates a change in strategy .Some of the possible 

triggering events is: 

New CEO: By asking a series of embarrassing questions, the new CEO cuts through the 

veil of complacency and forces people to question the very reason for the corporation‘s 

existence. 

 
Intervention by an external institution: The firm‘s bank suddenly refuses to agree to a 

new loan or suddenly calls for payment in full on an old one. 

 
Threat of a change in ownership: Another firm may initiate a takeover by buying 
 
the company‘s common stock. 

 

Management’s recognition of a performance gap: A performance gap exists when 

performance does not meet expectations. Sales and profits either are no longer increasing 

or may even be falling. 

 
Innovation of a new product that threatens the existence of the present status quo. 

 

Basic model of strategic management 

 

Strategic management consists of four basic elements 

 

1. Environmental scanning  

2. Strategy Formulation  

3. Strategy Implementation and  

4. Evaluation and control  

 

Management scans both the external environment for opportunities and threats and the 

internal environmental for strengths and weakness. The following factors that are most 

important to the corporation‘s future are called strategic factors: strengths, weakness, 

opportunities and threats (SWOT) 

 
Strategy Formulation 

 

Strategy formulation is the development of long-range plans for they effective 

management of environmental opportunities and threats, taking into consideration 

corporate strengths and weakness. It includes defining the corporate mission, specifying 

achievable objectives, developing strategies and setting policy guidelines. 
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Mission 
  
An organization‘s mission is its purpose, or the reason for its existence. It states what it is 

providing to society .A well conceived mission statement defines the fundamental , 

unique purpose that sets a company apart from other firms of its types and identifies the 

scope of the company ‗s operation in terms of products offered and markets served 

 
 

 

Objectives 

 

Objectives are the end results of planned activity; they state what is to be 

accomplished by when and should be quantified if possible. The achievement of 

corporate objectives should result in fulfillment of the corporation‘s mission. 

 
Strategies 

 

A strategy of a corporation is a comprehensive master plan stating how 

corporation will achieve its mission and its objectives. It maximizes competitive 

advantage and minimizes competitive disadvantage. The typical business firm usually 

considers three types of strategy: corporate, business and functional. 

 
Policies 

 

A policy is a broad guideline for decision making that links the formulation of 

strategy with its implementation. Companies use policies to make sure that the 

employees throughout the firm make decisions and take actions that support the 

corporation‘s mission, its objectives and its strategies. 

 
Strategic decision making 

 

Strategic deals with the long-run future of the entire organization and have three 

characteristic 

 
1. Rare- Strategic decisions are unusual and typically have no precedent to follow.  

 

2. Consequential-Strategic decisions commit substantial resources and demand a great 

deal of commitment  

 

3. Directive- strategic decisions set precedents for lesser decisions and future actions 

throughout the organization.  
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Mintzberg’s mode s of strategic decision making 
 
According to Henry Mintzberg, the most typical approaches or modes of strategic 

decision making are entrepreneurial, adaptive and planning. 

 

Stake holders in Business: 

 

Stake holders are the individuals and groups who can affect by the strategic outcomes 

achieved and who have enforceable claims on a firm‘s performance. Stake holders can 

support the effective strategic management of an organization. 

 

Stake holder‘s relationship management 

Stake holders can be divided into: 

 

1.  Internal Stakeholders 

 Shareholders 

 Employees 

 Managers 

 Directors 

 

2. External Stakeholders  

• Customers  

• Suppliers  

• Government  

• Banks/creditors  

• Trade unions  

• Mass Media  

Stake holder‘s Analysis: 

• Identify the stake holders.  

• Identify the stake holders expectations interests and concerns  

• Identify the claims stakeholders are likely to make on the organization  

• Identify the stakeholders who are most important from the organizations 

perspective.  

• Identify the strategic challenges involved in managing the stakeholder 

relationship. 

 

Making better strategic decisions 

 

He gives seven steps for strategic decisions 
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1. Evaluate current performance results  

 

2. Review corporate governance  

 

3. Scan the external environment  

 

4. Analyze strategic factors (SWOT)  

 

5. Generate, evaluate and select the best alternative strategy  

 

6. Implement selected strategies  

 

7. Evaluate implemented strategies  

 

 

SBU or Strategic Business Unit 
 
An autonomous division or organizational unit, small enough to be flexible and large  
 
 
have independent missions and objectives), they allow the owning conglomerate to 
 
respond quickly to changing economic or market situations. 
 
 
 
Corporate Governance 

 

Corporate governance is a mechanism established to allow different parties to 

contribute capital, expertise and labour for their mutual benefit the investor or 

shareholder participates in the profits of the enterprise without taking responsibility for 

the operations. Management runs the company without being personally responsible for 

providing the funds. So as representatives of the shareholders, directors have both the 

authority and the responsibility to establish basic corporate policies and to ensure they 

are followed. The board of directors has, therefore, an bligation to approve all decisions 

that might affect the long run performance of the corporation. The term corporate 

governance refers to the relationship among these three groups (board of directors, 

management and shareholders) in determining the direction and performance of the 

corporation 

 
Responsibilities of the board 

 

Specific requirements of board members of board members vary, depending on 

the state in which the corporate charter is issued. The following five responsibilities of 
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board of directors listed in order of importance 

 
1. Setting corporate strategy ,overall direction, mission and vision  

 

2. Succession: hiring and firing the CEO and top management  

 

3. Controlling , monitoring or supervising top management  

 

4. Reviewing and approving the use of resources  

 

5. Caring for stockholders interests  
 
 
Role of board in strategic management 

 

The role of board of directors is to carry out three basic tasks 

 

1. Monitor  

 

2. Evaluate and influence  

 

3. Initiate and determine  

 

Corporate Social Responsibility:  

 

Corporate Social Responsibility (CSR) is an important activity to for businesses. As 

globalization accelerates and large corporations serve as global providers, these 

corporations have progressively recognized the benefits of providing CSR programs in 

their various locations. CSR activities are now being undertaken throughout the globe  

What is corporate social responsibility? 

 

The term is often used interchangeably for other terms such as Corporate Citizenship and 

is also linked to the concept of Triple Bottom Line Reporting (TBL) that is people, planet 

and profits., which is used as a framework for measuring an organization‘s performance 

against economic, social and  environmental parameters. It is about building sustainable 

businesses,  which  need  healthy  economies,  markets  and communities. 

 

The key drivers for CSR are 

Enlightened self-interest - creating a synergy of ethics, a cohesive society 

and a sustainable global economy where markets, labour and communities are 

able to function well together. Sustainability 
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You need to understand sustainability. It is being used mostly in organizational forums 

and a basic understanding is needed for you. The discussion on sustainability is only 

for your understanding. 

 

Sustainability means   "meeting   present needs without compromising the ability of 
 
future generations to meet their needs‘. These well-established definitions set an ideal 
 
premise,  but  do  not  clarify  specific  human  and  environmental  parameters  for 
 
modelling and  measuring  sustainable  developments.  The following definitions are 
 
more specific: 
 
 

1. "Sustainable means using methods, systems and materials that won't deplete 

resources or harm natural cycles".  
 

2. Sustainability "identifies a concept and attitude in development that looks at a 

site's natural land, water, and energy resources as integral aspects of the 

development".  
 

3. "Sustainability integrates natural systems with human patterns and celebrates 

continuity, uniqueness and place making".  

 

Combining all these definitions; Sustainable developments are those which fulfil present 

and future needs while using and not harming renewable resources and unique human-

environmental systems of a site:[air, water, land, energy, and human ecology and/or 

those of other [off-site] sustainable systems (Rosenbaum 1993 and Vieria 1993). 

 

Social investment - contributing to physical infrastructure and social capital is 

increasingly seen as a necessary part of doing business. 

 
Transparency and trust - business has low ratings of trust in public perception. There is 

increasing expectation that companies will be more open, more accountable and be 

repaired to report publicly on their performance in social and environmental arenas. 

Increased public expectations of business - globally companies are expected to do more 

than merely provide jobs and contribute to the economy through taxes and employment. 

 

Corporate social responsibility is represented by the contributions undertaken by 

companies to society through its core business activities, its social investment and 

philanthropy programmes and its engagement in public policy. In recent years CSR has 
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become a fundamental business practice and has gained much attention from chief 

executives, chairmen, boards of directors and executive management teams of larger 

international companies.  

They understand that a strong CSR program is an essential element in achieving 

good business practices and effective leadership. Companies have determined that their 

impact on the economic, social and environmental landscape directly affects their 

relationships with stakeholders, in particular investors, employees, customers, business 

partners, governments and communities. According to the results of a global survey in 

2002 by Ernst & Young, 94 per cent of companies believe the development of a 
 

Corporate Social Responsibility (CSR) strategy can deliver real business benefits, 

however only 11 per cent have made significant progress in implementing the strategy in 

their organization. Senior executives from 147 companies in a range of industry sectors 

across Europe, North America and Australasia were interviewed for the survey.  

 

UNIT – II 

 

Environmental scanning and industry analysis 

 

Environmental scanning 

 

Environmental scanning is the monitoring, evaluating and disseminating of 

information from the external and internal environments to keep people within the 

corporation. It is a tool that a corporation uses to avoid strategic surprise and to ensure 

long-term health. 

 
Scanning of external environmental variables 

 

The social environment includes general forces that do not directly touch on the 

short-run activities of the organization but those can, and often do, influence its long-run 

decisions. These forces are 

 
• Economic forces  

 

• Technological forces  

 

• Political-legal forces  

 

• Socio-cultural forces  
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Scanning of social environment 

 

The social environment contains many possible strategic factors. The number of 

factors becomes enormous when one realize that each country in the world can be 

represented by its own unique set of societal forces, some of which are very similar to 

neighboring countries and some of which are very different. 

 

Monitoring of social trends 

 

Large corporations categorized the social environment in any one geographic 

region into four areas and focus their scanning in each area on trends with corporate-

wide relevance. Trends in any area may be very important to the firms in other 

industries. 

 
Trends in economic part of societal environment can have an obvious impact on 

business activity. Changes in the technological part of the societal environment have a 

significant impact on business firms. Demographic trends are part of sociocultural 

aspects of the societal environment. 

 
International society consideration 

 

For each countries or group of countries in which a company operates, 

management must face a whole new societal environment having different economic, 

technological, political-legal, and Sociocultural variables. This is especially an issue for a 

multinational corporation, a company having significant manufacturing and marketing 

operations in multiple countries. International society environments vary so widely that a 

corporation‘s internal environment and strategic management process must be very 

flexible. Differences in social environments strongly affect the ways in which a 

multinational company. 

 
Scanning of the task environment 

 

A corporation‘s scanning of the environment should include analysis of all the relevant 

elements in the task environment. These analyses take the form of individual reports 

written by various people in different parts of the firms. These and other reports are then 

summarized and transmitted up the corporate hierarchy for top management to use in 

strategic decision making. If a new development reported regarding a particular product 

category, top management may then sent memos to people throughout the organization 
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to watch for and reports on development in related product areas. The many reports 

resulting from these scanning efforts when boiled down to their essential, act as a 

detailed list of external strategic factors. 

 
Identification of external strategic factors: 

 

One way to identify and analyze developments in the external environment is 
 
to use the issues priority matrix as follows. 

 

1. Identify a number of likely trends emerging in the societal and task environment. 

These are strategic environmental issues: Those important trends that, if they happen, 

will determine what various industries will look like.  

 
2. Assess the probability of these trends actually occurring.  

 

3. Attempt to ascertain the likely impact of each of these trends of these corporations.  
 

 

 

Industry analysis: Analyzing the task environment 

 

Michael Porter’s approach to industry analysis 

 

Michael Porter, an authority on competitive strategy, contends that a corporation 

is most concerned with the intensity of competition within its industry. Basic competitive 

forces determine the intensity level. The stronger each of these forces is, the more 

companies are limited in their ability to raise prices and earned greater profits. 

 
Threat of new entrants 

 

New entrants are newcomers to an existing industry. They typically bring new 

capacity, a desire to gain market share and substantial resources. Therefore they are 

threats to an established corporation. Some of the possible barriers to entry are the 

following. 

 
1. Economies of scale  

 

2. Product differentiation  

 

3. Capital requirements  

 

4. Switching costs  
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5. Access to distribution channels  

 

6. Cost disadvantages independent of size  

 

7. Government policy 
 
 
Rivalry among existing firms 

 

Rivalry is the amount of direct competition in an industry. In most industries 

corporations are mutually dependent. A competitive move by one firm can be expected 

to have a noticeable effect on its competitors and thus make us retaliation or counter 

efforts. According to Porter, intense rivalry is related to the presence of the following 

factors. 

 
1. number of competitors  

 

2. rate of industry growth  

 

3. product or service characteristics  

 

4. amount of fixed costs  

 

5. capacity  

 

6. height of exit barriers  

 

7. diversity of rivals  
 
 
Treat of substitute product or services 

 

Substitute products are those products that appear to be different but can satisfy 

the same need as another product. According to Porter, ―Substitute limit the potential 

returns of an industry by placing a ceiling on the prices firms in the industry can 

profitably charge.‖ To the extent that switching costs are low, substitutes may have a 

strong effect on the industry. 

 
Bargaining power of buyers 

 

Buyers affect the industry through their ability to force down prices, bargain for 

higher quality or more services, and play competitors against each other. 
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Bargaining power of supplier   
Suppliers can affect the industry through their ability to raise prices or reduce the 

quality of purchased goods and services. 

 

Corporate Governance and Social Responsibility 

 

Corporate governance is a mechanism established to allow different parties to 

contribute capital, expertise and labour for their mutual benefit the investor or 

shareholder participates in the profits of the enterprise without taking responsibility for 

the operations. Management runs the company without being personally responsible for 

providing the funds. So as representatives of the shareholders, directors have both the 

authority and the responsibility to establish basic corporate policies and to ensure they 

arte followed. 

 
The board of directors has, therefore, an obligation to approve all decisions that 

might affect the long run performance of the corporation. The term corporate governance 

refers to the relationship among these three groups (board of directors, management and 

shareholders) in determining the direction and performance of the corporation 

 
Responsibilities of the board 

 

Specific requirements of board members of board members vary, depending on 

the state in which the corporate charter is issued. The following five responsibilities of 

board of directors listed in order of importance 

 
1. Setting corporate strategy ,overall direction, mission and vision  

 

2. Succession: hiring and firing the CEO and top management  

 

3. Controlling , monitoring or supervising top management  

 

4. Reviewing and approving the use of resources  

 

5. Caring for stockholders interests  
 
 
 
Environmental scanning and industry analysis 

 

Environmental scanning 

 

Environmental scanning is the monitoring, evaluating and disseminating of 
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information from the external and internal environments to keep people within the 

corporation. It is a tool that a corporation uses to avoid strategic surprise and to ensure 

long-term health. 

 
Scanning of external environmental variables 

 

The social environment includes general forces that do not directly touch on the 

short-run activities of the organization but those can, and often do, influence its long-run 

decisions. These forces are 

 
• Economic forces  

 

• Technological forces  

 

• Political-legal forces  

 

• Sociocultural forces  
 
 
 
Scanning of social environment 

 

The social environment contains many possible strategic factors. The number of 

factors becomes enormous when one realize that each country in the world can be 

represented by its own unique set of societal forces, some of which are very similar to 

neighboring countries and some of which are very different. 

 
Monitoring of social trends 

 

Large corporations categorized the social environment in any one geographic 

region into four areas and focus their scanning in each area on trends with corporate-

wide relevance. Trends in any area may be very important to the firms in other 

industries. 

 
Trends in economic part of societal environment can have an obvious impact on 

business activity. Changes in the technological part of the societal environment have a 

significant impact on business firms. Demographic trends are part of socio-cultural 

aspects of the societal environment. 

 

International society consideration 

 

For each countries or group of countries in which a company operates, 
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management must face a whole new societal environment having different economic, 

technological, political-legal, and Socio-cultural variables. This is especially an issue for 

a multinational corporation, a company having significant manufacturing and marketing 

operations in multiple countries. International society environments vary so widely that a 

corporation‘s internal environment and strategic management process must be very 

flexible. Differences in social environments strongly affect the ways in which a 

multinational company. 

 
Scanning of the task environment 

 

A corporation‘s scanning of the environment should include analysis of all the relevant 

elements in the task environment. These analyses take the form of individual reports 

written by various people in different parts of the firms. These and other reports are then 

summarized and transmitted up the corporate hierarchy for top management to use in 

strategic decision making. If a new development reported regarding a particular product 

category, top management may then sent memos to people throughout the organization 

to watch for and reports on development in related product areas. The many reports 

resulting from these scanning efforts when boiled down to their essential, act as a 

detailed list of external strategic factors. 

 
Identification of external strategic factors: 

 

One way to identify and analyze developments in the external environment is to 

use the issues priority matrix as follows. 

 

1. Identify a number of likely trends emerging in the societal and task environment. 

These are strategic environmental issues: Those important trends that, if they happen, 

will determine what various industries will look like.  

 
2. Assess the probability of these trends actually occurring.  

 

3. Attempt to ascertain the likely impact of each of these trends of these corporations. 

 

PEST Analysis 
 
A scan of the external macro-environment in which the firm operates can be 

expressed in terms of the following factors: 

 

• Political  
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• Economic  

 
• Social  

 
• Technological  

 

 

The acronym PEST (or sometimes rearranged as "STEP") is used to describe a 

framework for the analysis of these macro environmental factors. 

 

Political Factors 
 

 

Political factors include government regulations and legal issues and define both  formal 

and informal rules under which the firm must operate. Some examples include: 

 

• tax policy  
 
• employment laws  

 
• environmental regulations  

 
• trade restrictions and tariffs  

• political stability  
 
 
 
Economic Factors 
 
Economic factors affect the purchasing power of potential customers and the firm's cost of 

capital. The following are examples of factors in the macro economy: 

 

 economic growth  
 

 interest rates  
 

 exchange rates  
 

 inflation rate  
 
 
 
Social Factors 
 

 

Social factors include the demographic and cultural aspects of the external 

microenvironment. These factors affect customer needs and the size of potential 

markets. Some social factors include: 
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• health consciousness  

 
• population growth rate  

 
• age distribution  

 
• career attitudes  

 
• emphasis on safety  

 
 

Technological Factors 
 
Technological factors can lower barriers to entry, reduce minimum efficient production 

levels, and influence outsourcing decisions. Some technological factors include: 

 
• R&D activity  

 
• automation  

 
• technology incentives  

 
• rate of technological change  

 
 
 
External Opportunities and Threats 
 
The PEST factors combined with external micro environmental factors can be classified 

as opportunities and threats in a SWOT analysis. 

 
SWOT Analysis 
 

 

A scan of the internal and external environment is an important part of the strategic 

planning process. Environmental factors internal to the firm usually can be classified as 

strengths (S) or weaknesses (W), and those external to the firm can be classified as 

opportunities (O) or threats (T). Such an analysis of the strategic environment is referred 

to as a SWOT analysis. 

 

The SWOT analysis provides information that is helpful in matching the firm's resources 

and capabilities to the competitive environment in which it operates. As such, it is 

instrumental in strategy formulation and selection. 
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Strengths 
 
 
A firm's strengths are its resources and capabilities that can be used as a basis for 
 
developing a competitive advantage

.
 

 
Examples of such strengths include: 
 
• patents  

 
• strong brand names  

 
• good reputation among customers  

 
• cost advantages from proprietary know-how  

 
• exclusive access to high grade natural resources  

 
• favorable access to distribution networks  

 
 
Weaknesses 
 
The absence of certain strengths may be viewed as a weakness. For example, each of the 

following may be considered weaknesses: 

 

• lack of patent protection  
 
• a weak brand name  

 
• poor reputation among customers  

 
• high cost structure  

 
• lack of access to the best natural resources  

 
• lack of access to key distribution channels  

 

 

In some cases, a weakness may be the flip side of a strength. Take the case in which a 

firm has a large amount of manufacturing capacity. While this capacity may be 

considered a strength that competitors do not share, it also may be a considered a 

weakness if the large investment in manufacturing capacity prevents the firm from 

reacting quickly to changes in the strategic environment. 

Opportunities 
 
The external environmental analysis may reveal certain new opportunities for profit 

and growth. Some examples of such opportunities include: 
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• an unfulfilled customer need  
 
• arrival of new technologies  

 
• loosening of regulations  

 
• removal of international trade barriers  

 
 
 

Threats 
 
 
Changes in the external environmental also may present threats to the firm. Some 
examples of such threats include: 

 

• shifts in consumer tastes away from the firm's products  
 

• emergence of substitute products  
 

• new regulations  
 

• increased trade barriers  
 
 
 

 

The SWOT Matrix 
 

 

A firm should not necessarily pursue the more lucrative opportunities. Rather, it may 

have a better chance at developing a competitive advantage by identifying a fit between 

the firm's strengths and upcoming opportunities. In some cases, the firm can overcome a 

weakness in order to prepare itself to pursue a compelling opportunity. 

 

To develop strategies that take into account the SWOT profile, a matrix of these factors 

can be constructed. The SWOT matrix (also known as a TOWS Matrix) is 

shown below: 
 

SWOT / TOWS Matrix 

 

 Strengths Weaknesses  

    

Opportunities 

S-O strategies W-O strategies  

   

    

Threats S-T strategies W-T strategies  
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 S-O strategies pursue opportunities that are a good fit to the company's strengths. 

• W-O strategies overcome weaknesses to pursue opportunities.  

 

• S-T strategies identify ways that the firm can use its strengths to reduce its 

vulnerability to external threats.  

 

• W-T strategies establish a defensive plan to prevent the firm's weaknesses from 

making it highly susceptible to external threats.  

 

 

Industry analysis: Analyzing the task environment 

 

Michael Porter’s approach to industry analysis 

 

Michael Porter, an authority on competitive strategy, contends that a corporation 

is most concerned with the intensity of competition within its industry. Basic competitive 

forces determine the intensity level. The stronger each of these forces is, the more 

companies are limited in their ability to raise prices and earned greater profits. 

 
Threat of new entrants 

 

New entrants are newcomers to an existing industry. They typically bring new 

capacity, a desire to gain market share and substantial resources. Therefore they are 

threats to an established corporation. Some of the possible barriers to entry are the 

following. 
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1. Economies of scale: Intel vs. AMD  

 

2. Product differentiation: Apple Vs Dell  

 

3. Capital requirements: To start Insurance Firms  

 

4. Switching costs :example of windows to Linux; it is difficult to switch  

 

5. Access to distribution channels: HLL Vs Arasan Soap  

 

6. Cost disadvantages independent of size  

 

7. Government policy: New banks policy of RBI.  

 

Rivalry among existing firms 

 

Rivalry is the amount of direct competition in an industry. In most industries 

corporations are mutually dependent. A competitive move by one firm can be expected 

to have a noticeable effect on its competitors and thus make us retaliation or counter 

efforts. According to Porter, intense rivalry is related to the presence of the following 

factors. 

 
1. Number of competitors  

2. Rate of industry growth  

3. Product or service characteristics  

4. Amount of fixed costs  

5. Capacity  
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6. Height of exit barriers  

7. Diversity of rivals 

Treat of substitute product or services 

 

Substitute products are those products that appear to be different but can satisfy 

the same need as another product. According to Porter, ―Substitute limit the potential 

returns of an industry by placing a ceiling on the prices firms in the industry can 

profitably charge.‖ To the extent that switching costs are low, substitutes may have a 

strong effect on the industry. 

 
Bargaining power of buyers 

 

Buyers affect the industry through their ability to force down prices, bargain for 

higher quality or more services, and play competitors against each other. 

 
Bargaining power of supplier 

 

Suppliers can affect the industry through their ability to raise prices or reduce the 

quality of purchased goods and services. 

 
 
 

Strategy Formulation 

 

Corporate Strategy: 

 

Corporate strategy is primarily about the choice of direction for the firm as a whole. This 

is true whether the firm is a small, one-product Company or a large multinational 

corporation. In a large multi-business company, however, corporate strategy is also about 

managing various product lines and business units for maximum value. In this instance, 

corporate headquarters must play the role of organizational ―parent‖ in that it must deal 

with various product and business unit ―children‖. Even though each product line or 

business unit has its own competitive or cooperative strategy that it uses to obtain its own 

competitive advantage in the marketplace, the corporation must coordinate these 

different business strategies so that the corporation as a whole succeeds as a ―family‖. 
 
Corporate strategy, therefore, includes decisions regarding the flow of financial and other 

resources to and from a company‘s product lines and business units. Though a series of 

coordinating devices, a company transfers skills and capabilities developed in a one unit 

to other units that need such resources. In this way, it attempts to obtain synergies among 
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numerous product lines and business units so that the corporate whole is greater than the 

some of its individual business unit parts. All corporations, from the smallest company 

offering one product in only one industry to the largest conglomerate operating in many 

industries in many product must, at one time or another, consider one or more of these 

issues. 

 
Directional Strategy: 

 

Just as every product or business unit must follow a business strategy to improve 

its competitive position, every corporation must decide its orientation towards growth by 

asking the following three questions: 

 
• Should we expand, cut back, or continue our operations unchanged?  

 

• Should we concentrate our activities within our current industry or should we 

diversify into other industries?  

 

• If we want to grow and expand, should we do so through internal development or 

through external acquisitions, mergers, or joint ventures?  

 

A corporation‘s directional strategy is composed of three general orientations towards 

growth (sometimes called grant strategies): 

 
Growth strategy expands the company‘s activities. 

 

Stability strategies make no change to the company‘s current activities. 

 

Retrenchment strategies reduce the company‘s level of activities. 

 

Growth strategies 

 

By far the most widely pursued corporate strategies of business firms are those designed 

to achieve growth in sales, assets, profit, or some combination of these. There are two 

basic corporate growth strategies: concentration within one product line or industry and 

diversification into other product and industries. These can be  
 
achieved either internally by investing in new product development or externally through 

mergers acquisitions or strategic alliances. 

 

Concentration strategies 

 

Vertical integration 
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Growth can be achieved via vertical integration by taking over a function 

previously provided by supplier (backward integration) or by distributor (forward 

integration). This is a logical strategy for a corporation or business unit with a strong 

competitive position in a highly attractive industry. To keep and even improve its 

competitive position through backward integration, the company may act to minimize 

resource acquisition costs and inefficient operations, as well as to gain more control over 

quality and product distribution through forward integration.  

The firm, in effect, builds on its distinctive competence to gain greater 

competitive advantage. The amount of vertical integration can range from full 

integration, in which a firm makes 100% of key supplies and distributors, to taper 

integration, in which the firm internally produces less than half of its key supplies, to no 

integration, in which the firm uses long term contracts with other firms to provide key 

supplies and distribution. Outsourcing, the use of long-term contracts to reduce internal 

administrative costs, has become more popular as large corporations have worked to 

reduce costs and become more competitive by becoming less vertically integrated. 

 

Although backward integration is usually more profitable than forward 

integration, it can reduce a corporation‘s strategic flexibility; by creating an encumbrance 

of expensive assets that might be hard to sell, it can thus create for the corporation an exit 

barrier to leaving that particular industry. 

 
Horizontal integration 

 

It is the degree to which a firm operates in multiple geographic locations at the 

same point in an industries value changed growth can be achieved via horizontal 

integration by expanding firm‘s product into other geographic locations or by increasing 

the range of product and services offered to current customers. 

 
Stability strategies: The corporation may choose stability over growth by continuing its 

current activities without any significant change in direction. The stability family 
 
of corporate strategies can be appropriate for a successful corporation operating in a 

reasonably predictable environment. Stability strategies can be very useful in short run 

but can be dangerous if followed for too long. 

 
Sum of the more popular of these strategies are 
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1. Pause and proceed with caution strategy 

 

2, no change strategy 

 

3. Profit strategy 

 

 

 

Corporate parenting: 

 

Corporate parenting views corporation in terms of resources and capabilities that can be 

used to build business value as well as generates synergies across business units. 

 
The corporate parenting strategies can be developed in following ways. 

 

1. Examine each business unit in terms of its critical success factors.  

 

2. Examine each business unit in terms of areas in which performance can be improved  

 
Strategy formulations: Functional strategy & Strategic choice 

 

A functional strategy is the approach a functional area takes to achieve corporate and 

business unit objectives and strategies by maximizing resource productivity. For example 

the difference between McDonalds and Domino Pizza. While McDonalds expect you to 

visit its outlet and have Pizza, Domino Pizza designed its supply chain in such a way that 

whenever you are hungry you can have Pizza. It is functional strategy based on supply 

chain. 

 
Core competency: 
 
The Core Competence is a term coined by, C.K. Prahalad and Gary Hamel and it may 
 
be  defined  as   collective  learning  and  coordination  skills  behind  the  firm's 
 
product lines.  They  made  the  case  that  core  competencies  are  the  source 

 
of competitive advantage and enable the firm to introduce an array of new products and 

services. 

According to Prahalad and Hamel, core competencies lead to the development of 

core products. Core products are not directly sold to end users; rather, they are used to 

build a larger number of end-user products. For example, motors are a core product that 

can be used in wide array of end products. The business units of the corporation each tap 
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into the relatively few core products to develop a larger number of end user products 

based on the core product technology. The intersection of market opportunities with core 

competencies forms the basis for launching new businesses. By combining a set of core 

competencies in different ways and matching them to market opportunities, a corporation 

can launch a vast array of businesses. 

 

Without core competencies, a large corporation is just a collection of different 

businesses. Core competencies serve as the glue that bonds the business units together 

into a coherent portfolio. For Reliance Group size, scale and project management skills 

form the basis of core competence. 

 
Core Competencies 
 
Core competencies arise from the integration of multiple technologies and the 

coordination of diverse production skills. Some examples include Philip's expertise in 

optical media, Sony's ability to miniaturize electronics and Airtel‘s ability to provide 

cheapest services in telecom with maximum customer satisfaction. 

 
A core competence should: 
 
 
1. provide access to a wide variety of markets, and  

 
3. contribute significantly to the end-product benefits, and be difficult for 

competitors to imitate.  
 
4. Should be developed by the organization  

 

Core competencies tend to be rooted in the ability to integrate and coordinate various 

groups in the organization. While a company may be able to hire a team of brilliant 

scientists in a particular technology, in doing so it does not automatically gain a core 

competence in that technology. It is the effective coordination among all the groups 

involved in bringing a product to market that results in a core competence. 

 

It is not necessarily an expensive undertaking to develop core competencies. The missing 

pieces of a core competency often can be acquired at a low cost through alliances and 
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licensing agreements. In many cases an organizational design that facilitates sharing of 

competencies can result in much more effective utilization of those competencies for 

little or no additional cost. 

 
What core competence is not; 
 
1.Trying to overtake others by R&D 

2.Sharing costs among business units 

3.Integrating vertically 

 
These strategies with no objective of getting the four aspects elaborated cannot be 

called core competence. They may help to build but by themselves they do not lend to 

any competencies. 

 

Failure to recognize core competencies may lead to decisions that result in their loss. 

During 1970's many U.S. manufacturers closed down television manufacturing 

businesses arguing that industry was mature and that high quality, low cost models were 

available from Japanese manufacturers. In the process, they lost their core competence in 

video, and this loss resulted in a handicap in the newer digital television industry. 

Similarly American hardware manufacturers started outsourcing 

to China , the cheaper option and lost totally to Foxconn; Foxconn manufactures 170 

billion $ worth of hardware and America is left with very less number of workers and 

people with the socio eco system of manufacturing competencies. 

 
Core Products 
 

 

Core competencies manifest themselves in core products that serve as a link between 

the competencies and end products. Core products enable value creation in the end 

products. Examples of firms and some of their core products include: 

 
• 3M - substrates, coatings, and adhesives  

 
• UAE motors in any grinding machine in India  

 
• Canon - laser printer subsystems  
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• Honda - gasoline powered engines  
 
• Intel Processors  

 

 

The core products are used to launch a variety of end products. For example, Honda uses 

its engines in automobiles, motorcycles, lawn mowers, and portable generators. 

 

Because firms may sell their core products to other firms that use them as the basis for 

end user products, traditional measures of market share are insufficient for evaluating the 

success of core competencies. Prahalad and Hamel suggest that core product share is the 

appropriate measure. While a company may have a low brand share, it may have high 

core product share and it is this share that is important from a core competency 

standpoint. Once a firm has successful core products, it can expand the number of uses in 

order to gain a cost advantage via economies of scale and economies of scope. 

Implications for Corporate Management 

Prahalad and Hamel suggest that a corporation should be organized into a 

portfolio of core competencies rather than a portfolio of independent business units. 

Business unit managers tend to focus on getting immediate end-products to market 

rapidly and usually do not feel responsible for developing company-wide core 

competencies. Consequently, without the incentive and direction from corporate 

management to do otherwise, strategic business units are inclined to under invest in the 

building of core competencies. 

If a business unit does manage to develop its own core competencies over time, 

due to its autonomy it may not share them with other business units. As a solution to this 

problem, Prahalad and Hamel suggest that corporate managers should have the ability to 

allocate not only cash but also core competencies among business units. Business units 

that lose key employees for the sake of a corporate core competency should be 

recognized for their contribution. 
 

A core competency is something that a corporation can do exceedingly well. It is a key 

strength. It should have the following characteristics; 

 
1. It should have been developed by the organization  

2. It cannot be easily copied by others  

3. It should give access to the wider market.  
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4. If all the conditions are satisfied then it is known as core competency. 

Selection of strategy: 

 

After the pros and cons of the potential strategies alternatives have been 

identified any one must be selected from implementation. The most important criteria is 

the identity of the propose strategy to deal with the specific strategic factors developed 

earlier in SWOT analysis. 

 
Corporate scenario: 

The corporation may choose stability over growth by continuing its current 

activities without any significant change in direction. The stability family of corporate 

strategies can be appropriate for a successful corporation operating in a reasonably 

predictable environment. Stability strategies can be very useful in short run but can be 

dangerous if followed for too long. 

 
Sum of the strategies are; 

 

1. Pause and proceed with caution strategy 

 

2, no change strategy 

 

3. Profit strategy 

 

Corporate parenting: 

 

Corporate parenting views corporation in terms of resources and capabilities that can be 

used to build business value as well as generates synergies across business units. 

 
The corporate parenting strategies can be developed in following ways. 

 

1. Examine each business unit in terms of its critical success factors.  

 

2. Examine each business unit in terms of areas in which performance can be  
 
improved  

 

Corporate scenario: 

 

Corporate scenario are pro forma balance sheet and income statement that forecast the 

effects that each alternative strategy and its various programs will likely have on division 

and corporate return on investment. Corporate scenario is extension of industry scenario. 

 
Development of policies: 
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The selection of the best strategic alternative is not the end of the strategy formulation. 

Management now must established policies that define the ground rule for 

implementation. Flowing from the selected strategy, policies provide the guidance for 

decision making an action throughout the organization. Policies tend to be rather long 

lived and can even outlast the particular strategy that created them. 

Strategy implementation: Organizing for action 

 

Strategy implementation is the sum total of the activities and choices required for the 

execution of strategic plan by which strategies and policies are put into action through 

the development of programs , budgets and procedures. Although implementation is 

usually considered after strategy has been formulated, implementation is a key part of 

strategic management. Thus strategy formulation and strategy implementation are the 

two sides of same coin. 

 
Implementing strategy 

 

Depending on how the corporation is organized those who implements strategy will 

probably be a much more divorced group of people than those who formulate it. Most of 

the people in the organization who are crucial to successful strategy implementation 

probably had little to do with the development of corporate and even business strategy. 

Therefore they might be entirely ignorant of vast amount of data and work into 

formulation process. This is one reason why involving middle managers in the 

formulation as well as in the implementation of strategy tends to result in better 

organizational performance. 

 
Developing programs, budgets and procedures 

 

The managers of divisions and functional areas worked with their fellow managers to 

develop programs, budgets and procedures for implementation of strategy. They also 

work to achieve synergy among the divisions and functional areas in order to establish 

and maintain a company‘s distinctive competence. 

 
Programs 

 

A program is a statement of the activities or steps needed to accomplish a single use 

plan. The purpose of program is to make a strategy action oriented. 

Budgets 
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A budget is a statement of corporation‘s program in monitory terms. After programs are 

developed, the budget process begins. Planning a budget is the last real check a 

corporation has on the feasibility of its selected strategy. 

Procedures 

Procedures are system of sequential steps or techniques that describe in 

detail how a particular task or job is to be done. 

Synergy 

One of the goals to be achieved in strategy implementation is synergy 

between functions and business units. The acquisition or development of 

additional product lines is often justified on the basis of achieving some 

advantages of scale in one or more of company‘s functional areas. For 

example LG developing a product such as DVD Player will help it to 

achieve synergy by utilizing the same channel. 

 
Stages of corporate development 

 

Successful Corporation tend to follow a pattern of structural development 

called stages of development as they grow and expand. Beginning with the 

simple structure of the entrepreneurial firm, they usually get larger and 

organize along functional lines with marketing production and finance 

department. With continuing success the company adds new product lines 

in different industries and organizes itself into interconnected divisions. The 

differences among these three stages of corporate development in terms of 

typical problems, objectives strategies, reward systems and other 

characteristics as specified in detail in table. 

 
 
 

 

  Stage I Stage II Stage III 

Function     

1 Sizing up: major 
Survival and 
growth 

Growth, 
geographical Trusteeship in 

 problems dealing with short expansion management and 
  term operating  investment and 
  problems  control of large 
    increasing and 

    
diversified 
resources 
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2 Objectives Personal and 
Profits and 
meetings 

ROI, profits, 
earnings 

  subjective 
functionally 
oriented per share 

   budgets and  

 

   
performance 
targets  

3 Strategy 
Implicit and 
personal Functionally 

Group and 
product 

   
oriented, 
exploitation diversification 

   
of a basic product 
or  

   service  

4 Organization One man show Functionally Multiunit general 
   specialized group staff office and 
    decentralized 

    
operating 
divisions 

5 Measurement and 
Personal, 
subjective Assessment of Complex formula 

 control control 
functional 
operation system geared to 

    comparative 
    assessment of 

    
performance 
measure 

6 
Reward 
punishment Informal, personal, More structures Companywide 

 system subjective  policies usually 
    applied to many 
 

differ

ent 

class

es  
 
 
 
 
 
 
 
Organizational life cycle 

 
The organizational life cycle describes how the organization grow, develop 
and eventually decline. The stages of organization life cycles are 
 
1. Birth; 2. Growth; 3. Maturity; 4. Decline; 5. Death 
 
The impact of these stages on corporate and structure are summarized in the table 
 
 
 
 
 Stage II Stage III Stage IV Stage V 



BA7032                                                                                   STRATEGIC MANAGEMENT 

 

40 
SCE                                                                                      DEPARTMENT OF MANAGEMENT SCIENCES 

Stage I      

Dominate Birth Growth Maturity Decline Death 

issue      

Popular Concentrati Horizontal Concentric Profit Liquidation 

  and  vertical and strategy or 
 
 
strategies on in a niche integration conglomerat followed  by bankruptcy 

   e  retrenchmen   

   diversificati t   

   on     

Likely Entrepreneu Functional Decentraliza Structural Dismember 

structure r dominated management tion into surgery ment of 

  emphasized profit or  structures  

   investment    

   centers     
 

 

An organizational structure 
 

The prime purpose of organizational structure is to reduce the external and 

internal uncertainty. It defines the relationships within the organization and eternal 

organization.  It consists of activities such as task allocation, coordination and 

supervision, which are directed towards the achievement of organizational aims. It can 

also be considered as the viewing glass or perspective through which individuals see their 

organization and its environment.  

Many organizations have hierarchical structures, but not all organizations have 

hierarchical structures. An organization can be structured in many different ways, 

depending on their objectives. The structure of an organization will determine the modes 

in which it operates and performs. Organizational structure allows the expressed 

allocation of responsibilities standard operating procedures and routines rest. Second, it 

determines which individuals get to participate in which decision-making processes, and 

thus to what extent their views shape the organization‘s actions. 

 
Operational organizations and informal organizations 
 
 
Organizational processes are designed to help the organizations to have effective and 

efficient use of resources. If the informal organizations are formed and try to offset the 

formal organizations there is likely to be a inefficiency in the organization. 

 

History 
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Organizational structure types 
 
Entrepreneurial structures
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Entrepreneurial structures lack standardization of tasks. This structure is most common in smaller organizations and is best used to solve simple tasks. The structure is totally centralized. The strategic leader makes all key decisions and most communication is done by one on one conversations. It is particularly useful for new (entrepreneurial) business as it enables the founder to control growth and development. 

 

Bureaucratic structures 

 

Max Weber (1948) gives the analogy that ―the fully developed bureaucratic 

mechanism compares with other organizations exactly as does the machine compare 

with the non-mechanical modes of production. Precision, speed, unambiguity, … strict 

subordination, reduction of friction and of material and personal costs- these are raised 

to the optimum point in the strictly bureaucratic administration.‖ Bureaucratic 

structures have a certain degree of standardization. They are better suited for more 

complex or larger scale organizations. They usually adopt a tall structure. Then tension 

between bureaucratic structures and non-bureaucratic is echoed in Burns 
 
and Stalker

[6]
 distinction between mechanistic and organic structures. It is not the 

entire thing about bureaucratic structure. It is very much complex and useful for 

hierarchical structures organization, mostly in tall organizations. The Weberian 

characteristics of bureaucracy are: 
 

1. Clear defined roles and responsibilities  
 

2. A hierarchical structure  
 

3. Respect for merit.  
 
Post-bureaucratic 

 

Hierarchies still exist, authority is still Weber's rational, legal type, and the 

organization is still rule bound. It may be argued that it is cleaned up bureaucracies 

that are removing the problems of bureaucracies rather than a shift away from 

bureaucracy. Gideon Kunda, in his classic study of culture management at 

technological companies he argued that 'the essence of bureaucratic control - the 

formalization, codification and enforcement of rules and regulations - does not change 

in principle.....it shifts focus from organizational structure to the organization's 
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culture'. That is reason why TCS and Infosys spend lot of time and training people to 

make them to be Infocians in the process the bureaucratic system gets embedded rather 

resisted as high handed. 
 

Another smaller group of theorists have developed the theory of the Post-

Bureaucratic Organization., provide a detailed discussion which attempts to describe an 

organization that is fundamentally not bureaucratic. Charles Heckscher has developed an 

ideal type, the post-bureaucratic organization, in which decisions are based on dialogue 

and consensus rather than authority and command, the organization is a network rather 

than a hierarchy, open at the boundaries (in direct contrast to culture management); there 

is an emphasis on meta-decision making rules rather than decision making rules. 
 
Functional structure 
 

Employees within the functional divisions of an organization tend to perform a 

specialized set of tasks, for instance the engineering department would be staffed only 

with software engineers. This leads to operational efficiencies within that group. However 

it could also lead to a lack of communication between the functional groups within an 

organization, making the organization slow and inflexible. As a whole, a functional 

organization is best suited as a producer of standardized goods and services at large 

volume and low cost. Coordination and specialization of tasks are centralized in a 

functional structure, which makes producing a limited amount of products or services 

efficient and predictable. Moreover, efficiencies can further be realized as functional 

organizations integrate their activities vertically so that products are sold and distributed 

quickly and at low cost. 

 

Divisional structure 
 

 

Also called a "product structure", the divisional structure groups each organizational 

function into a division. Each division within a divisional structure contains all the 

necessary resources and functions within it. Divisions can be categorized from different 

points of view. One might make distinctions on a geographical basis (a US division and 

an EU division, for example) or on product/service basis (different products for different 

customers: households or companies). In another example, an automobile company with a 

divisional structure might have one division for SUVs, another division for subcompact 

cars, and another division for sedans. Each division may have its own sales, engineering 

and marketing departments. 
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Matrix structure 
 

 

The matrix structure groups employees by both function and product. This structure can 

combine the best of both separate structures. A matrix organization frequently uses teams 

of employees to accomplish work, in order to take advantage of the strengths, as well as 

make up for the weaknesses, of functional and decentralized forms. An example would be 

a company that produces two products, "product a" and "product b". Using the matrix 

structure, this company would organize functions within the company as follows: 

"product a" sales department, "product a" customer service department, "product a" 

accounting, "product b" sales department, "product b" customer service department, 

"product b" accounting department. Matrix structure is amongst the purest of 

organizational structures, a simple lattice emulating order and regularity demonstrated in 

nature. 
 
• Weak/Functional Matrix: A project manager with only limited authority is 

assigned to oversee the cross- functional aspects of the project
31

. The functional 

managers maintain control over their resources and project areas.  
 
• Balanced/Functional Matrix: A project manager is assigned to oversee the project. 

Power is shared equally between the project manager and the functional managers. It 

brings the best aspects of functional and projectized organizations. However, this is 

the most difficult system to maintain as the sharing power is delicate proposition.  
 
• Strong/Project Matrix: A project manager is primarily responsible for the project. 

Functional managers provide technical expertise and assign resources as needed.  

 

Among these matrixes, there is no best format; implementation success always depends 

on organization's purpose and function. 

 

Organizational circle: moving back to flat 
 
The flat structure is common in entrepreneurial start-ups, university spin offs or small 

companies in general. As the company grows, however, it becomes more complex and 

hierarchical, which leads to an expanded structure, with more levels and departments. 
 
Often, it would result in bureaucracy

34
, the most prevalent structure in the past. It is still, 

however, relevant in former Soviet Republics and China, as well as in most 
 
governmental organizations all over the world. Shell Group

35
 used to represent the typical 

bureaucracy: top-heavy and hierarchical. It featured multiple levels of command and 

duplicate service companies existing in different regions. All this made 
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Shell apprehensive to market changes,
[12]

 leading to its incapacity to grow and develop 

further. The failure of this structure became the main reason for the company 

restructuring into a matrix. 
 

Starbucks is one of the numerous large organizations that successfully developed 

the matrix structure supporting their focused strategy. Its design combines functional and 

product based divisions, with employees reporting to two heads. Creating a team spirit, 

the company empowers employees to make their own decisions and train them to develop 

both hard and soft skills. That makes Starbucks one of the best at customer service. 

 Similarly Life Insurance Corporation has the flat structure and it is most 

successful in implementing its strategies of reaching largest number of people in the 

country. Some experts also mention the multinational design, common in global 

companies, such as Procter & Gamble, Toyota andUnilever. This structure can be seen as 

a complex form of the matrix, as it maintains coordination among products, functions and 

geographic areas. In general, over the last decade, it has become increasingly clear that 

through the forces of globalization, competition and more demanding customers, the 

structure of many companies has become flatter, less hierarchical, more fluid and even 

virtual. 

 
Team 
 
One of the newest organizational structures developed in the 20th century is team. In 
 
small businesses, the team structure can define the entire organization Teams can be both 

horizontal and vertical. While an organization is constituted as a set of people who 

synergize individual competencies to achieve newer dimensions, the quality of 

organizational structure revolves around the competencies of teams in totality. For 

example, every one of the Whole Foods Market stores, the largest natural-foods grocer in 

the US developing a focused strategy, is an autonomous profit 
 
centre

 
composed of an average of 10 self-managed teams, while team leaders in each 

store and each region are also a team. Larger bureaucratic organizations can benefit from 

the flexibility of teams as well. Xerox, Motorola, and DaimlerChrysler are all among the 

companies that actively use teams to perform tasks. 

 
 
Network 
 
Another modern structure is network. While business giants risk becoming too clumsy to 

proact (such as), act and react efficiently, the new network organizations contract out any 

business function that can be done better or more cheaply. In essence, managers in 
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network structures spend most of their time coordinating and controlling 
 
external relations, usually by electronic means.H&M is outsourcing its clothing to a 

network of 700 suppliers, more than two-thirds of which are based in low-cost Asian 

countries. Not owning any factories, H&M can be more flexible than many other retailers 

in lowering its costs, which aligns with its low-cost strategy. The potential management 

opportunities offered by recent advances in complex networks theory 

have been   demonstrated including   applications   to   product   design   and  
development and innovation problem in markets and industries. 
 
 
 
Virtual 
 
A special form of boundaryless organization is virtual. Hedberg, Dahlgren, Hansson, and 

Olve (1999) consider the virtual organization as not physically existing as such, 
 
but enabled by software to exist. The virtual organization exists within a network of 

alliances, using the Internet. This means while the core of the organization can be small 

but still the company can operate globally be a market leader in its niche. According to 

Anderson, because of the unlimited shelf space of the Web, the cost of reaching niche 

goods is falling dramatically. Although none sell in huge numbers, there are so many 

niche products that collectively they make a significant profit, and 

that is what made highly innovative Amazon.com so successful.  
 
 

 

Management by Objectives (MBO) 

 

MBO is an organization-wide approach to help assure purposeful action toward 

desired objectives by liking organizational objectives with individual behavior. 
 
The MBO process involves: 
 

1. Establishing and communicating organizational objectives.  
 

2. Setting individual objectives that help implement organizational ones.  

3. eveloping an action plan of activities needed to achieve the objectives.  

 

4. Periodically reviewing performance as it replace to the objectives and including the 
results in the annual performance appraisal.  

 

 

Total Quality Management (TQM) 

 
TQM is an operational philosophy that stresses commitment to customer 

satisfaction and continuous improvement.  
It has four objectives: 
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1. Better, less-variable quality of the product and service  
 

2. Quicker, less-variable response to customer needs  
 

3. Greater flexibility in adjusting to customers‘ shifting requirement  

 
4. Lower cost through quality improvement and elimination of no value-adding work.  

 

 

The essential ingredients of TQM are: 
 

1. An intense focus on customer satisfaction  
 

2. Customers are internal as well as external  
 

3. Accurate measurement of every critical variable in a company‘s operations.  
 

4. Continuous improvement of products and services.  
 

5. New work relationships based on trust and teamwork.  
 
Evaluation and Control 

 
It is the process of by which corporate activities and performance results are 

monitored so that actual performance can be compared with desired performance. This 
process can be viewed as a five step feedback model. 

 
1. Determine what to measure.  
 
2. Establish standards of performance.  
 
3. Measure actual performance.  
 
4. Compare actual performance with the standard.  
 
5. Take corrective action.  
 
Evaluation and Control in Strategic Management:  

Evaluation and control information consists of performance data and activity 

reports. Top management need not involved. If however, the processes themselves cause 

the undesired performance, both top managers and operational managers must know 

about it so that they can develop new implementation programs or procedures. 
 
Evaluation and control information must be relevant to what is being monitored. One of 

the obstacles to effective control is the difficulty in developing appropriate measures of 

important activities and outputs. 
 
Using of measures 
 

Returns on Investment (ROI) are appropriate for evaluating the corporation‘s or 

division‘s ability to achieve profitability objectives. This type of measure, however, is 
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adequate for evaluating additional corporate objectives such as social responsibility or 

employee development. A firm therefore needs to develop measures that predict likely 

profitability. These are referred to as steering controls because they measure those 

variables that influence future profitability. 

 
Differing of behavior and output control 

 

Controls can be established to focus either on actual performance results or on the 

activities that generates the performance. Behavior controls specify how something is to 

be done through policies, rules, standard operating procedures and orders from a superior. 

Output controls specify what is to be accomplished by focusing on the result on the end 

result of the behavior through the use of objectives or performance targets or milestones. 

They are not interchangeable. Behavior controls are most appropriate when performance 

results are hard to measure and a clear cause-effect connection exists between activities 

and results. Output controls are most appropriate when specific output measures are 

agreed upon and no clear cause-effect connection exists between activities and results. 

 
Guideline for Proper Control. 

 
Measuring performance is a crucial part of evaluation and control. Without 

objective and timely measurements, making operational, let alone strategic, decisions 
would be extremely difficult. Nevertheless, the use of timely, quantifiable standards does 
not guarantee good performance.  
1. Controls should involve only the minimum amount of information needed to give a 

reliable picture of events. 
2. Control should monitor only meaningful activities and results, regardless of 

measurement difficulty.  
 
3. Controls should be timely.  
 
4. Control should be long term and short-term.  
 
5. Control should pinpoint exceptions.  

Activity based costing (ABC) is a new accounting method for allocating indirect 

and fixed costs to individual products or product lines based on the value-added activities 

going into that product. This method is very useful in doing a value-chain analysis of a 

firm‘s activities for making outsourcing decisions. It allows accountants to charge costs 

more accurately because it allocates overhead far more precisely. It can be used in much 

type of industries. 
 
Corporate performance 

 

The most commonly used measure of corporate performance is ROI. It is simply 

the result of dividing net income before taxes by total assets. Return on investment has 
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several advantages. It is a single comprehensive figure that is influenced by everything 

that happens. It measures how well a decision manager uses the division‘s assets to 

generate profits. It is a common denominator that can be compared with other companies 

and business units. It provides an incentive to use existing assets efficiently and to buy 

new once only when it would increase profits. 

 
Stakeholder Measures 
 

Each stakeholder has its own set of criteria to determine how well the corporation 
is performing. Top management should establish one or more simple measures for each 
stakeholder category so that it can keep track of stakeholder concerns.  
Shareholder value 

 
It is defined as the present value of the anticipated future streams cash flows from 

the business plus the value of the company if liquidated. The value of corporation is thus 
the value of its cash flows discounted back to their present value, using the business cost 
of capital as the discount rate.  
Economic value added (EVA) is after tax operating profit minus the total annual cost of 
capital. It measures the pre-strategy value of the business. 

 

Responsibility Centers 
 

Responsibility centers are used to isolate a unit so that it can be evaluated 

separately from the rest of the corporation. The center resources to produce a service or a 

product. 
 
Five major types of responsibility centers is used 
 
1. Standard cost centers.  
 
2. Revenue centers.  
 
3. Expense centers.  
 
4. Profit centers.  
 
5. Investment centers.  

Guideline for Proper Control. 

 
Measuring performance is a crucial part of evaluation and control. Without 

objective and timely measurements, making operational, let alone strategic, decisions 
would be extremely difficult. Nevertheless, the use of timely, quantifiable standards 
does not guarantee good performance.  
1. Controls should involve only the minimum amount of information needed to give a 

reliable picture of events.  

 

2. Control should monitor only meaningful activities and results, regardless of 
measurement difficulty.  

 
3. Controls should be timely.  

 
4. Control should be long term and short-term.  
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5. Control should pinpoint exceptions.  

 
6. Controls should be used to reward meeting or exceeding standards rather than to 

punish failure to meet standards.  
 

Corporate Entrepreneurship:  

 

Sharma and Chrisman present an overview of the different definitions in the field of 

entrepreneurship: A variety of terms are used for the entrepreneurial efforts within an 

existing organization such as corporate entrepreneurship, corporate venturing,, 

intrepreneuring , internal corporate entrepreneurship , internal entrepreneurship, strategic 

renewal and venturing. Entrepreneurship encompasses acts of organizational creation, 

renewal or innovation that occur within or outside an existing organization. Entrepreneurs 

are individuals or groups of individuals, acting independently or as part of a corporate 

system, who create new organizations, or instigate renewal or innovation within an 

existing organization. Burgelman, in his work, also proposes a definition:   
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Definition of Ethics 
 
The concept has come to mean various things to various people, but generally in the 

context of organizations coming to know what it right or wrong in the workplace and 

doing what's right -- this is in regard to effects of products/services and in 

relationships with stakeholders. (We will have a discussion on stakeholders later) In 

times of fundamental change, values that were previously taken for granted are now 

strongly questioned. For example, lifelong employment is considered one of the best 

policies of organizations. What kind of knowledge does ethics lay claim to? How is 

such knowledge defined? What is its relevance/application to business conduct? 

 
How is morality acquired? What are the origins of ethics as systems of belief? 

Should we be good all the time? Must the answer always be "Yes" or are 

there degrees of correct or wrongful action? 
 
Is morality necessarily related to religion? 
 

Is questionable morality necessarily criminal or needing a framework of 

control and sanction? What form does a framework of sanction take for example for a 

businessperson operating in global market place? For example, an organization may 

be following all that is required regarding pollution in a particular country. However, 

in some other country the rules may not be so stringent regarding pollution control. 

Now, should the organization follow the same stringent rules? 
 
Are some acts committed by people always wrong (murder, theft, corrupt practice, 

exploitation of others, damaging and irreversible destruction of the natural 

environment)? 
 
Is moral, ethical behaviour bound by absolute, universal, undeniable rules, which 

everyone must accept and follow in life? What are such rules? How could they be 

so absolute? Alternatively is such behaviour based more on 
 
(a) Avoidance of consequences (fear of punishment) when making decisions or 

acting? Generally during childhood, certain behaviour is encouraged and other type 

of behaviour is discouraged. In this process ethics are being thought. 

 
Broad Areas of Ethics in relation to Business 
 
1. Managerial mischief includes "illegal, unethical, or questionable practices of 

individual managers or organizations, as well as the causes of such behaviours and 

remedies to eradicate them." There has been a great deal written about managerial 

mischief, leading many to believe that business ethics is merely a matter of 
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preaching the basics of what is right and wrong. 

 

UNIT III 
 
Who are stakeholders? 
 
As commerce became more complicated and dynamic, organizations realized they 

needed more guidance to ensure their dealings supported the common good and did 

not harm others -- and so business ethics was born. In a survey done by MORI survey 

66% of those polled said industry and commerce do not pay enough attention to their 

social responsibilities. In a poll in Guardian newspaper in November 1996, business 

leaders came only twelfth out of twenty possible moral role models which people 

should ―try to follow‖. However, the scandals of Enron and other organizations have 

shaken the faith of people in organization‘s ethical behaviour. Primary social 

Stakeholders 
 
1) Local communities  
 
2) Suppliers and Business Partners  
 
3) Customers  
 
4) Investors   
5) Employees and Managers Primary non social stakeholders 

 
1) the natural environment  

 
2) Non human species  

 
5) Future Generations 

Secondary Social 

Stakeholders  
 

1) Government and Civil Society  
 

2) Social and third world pressure groups and unions  
 

3) Media and communications  
 

4) Trade bodies  
 

5) Competitors  
 

6) Secondary Non Social Stakeholder 
 

1) Environmental pressure groups  
 

2) Animal welfare pressure groups  
 

 

Piggy Backing Strategy 
 

The primary purpose is to subsidize the service program. It is gaining 
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popularity in recent time. Educational institutes running commercial complexes 

hospitals manufacturing ophthalmic implements such as Arvind Eye Hospital are 

examples of piggy backing. It is related to cross subsidizing; for example Government 

of India proving kerosene at a lower price by charging higher prices for petroleum 

products is an example of piggy backing. 

Adoptive culture 
 

The key to a successful organization lies in its ability to move forward with its 

current endeavors while always maintaining an initiative to innovate without 

hindering that organization's overall operation. Often an organization will exhaust too 

many of its resources trying to ―fix‖ things that have gone wrong. By becoming 

trapped in this cycle of ―fixing,‖ an organization is no longer moving forward and 

progressing. This can lead to serious problems such as increased turnover, decreased 

moral and ineffective communication. By definition, an Adaptive Culture is simply a 

way of operating where change is expected and adapting to those changes is smooth, 

routine and seamless. With an Adaptive Culture in place, change, growth, and 

innovation are a "given" part of the 

business environment. 
 
Balanced Scorecard 
 
The balanced scorecard is a strategic planning and management system that is used 

extensively in business and industry, government, and nonprofit organizations 

worldwide to align business activities to the vision and strategy of the organization, 

improve internal and external communications, and monitor organization 

performance against strategic goals. It was originated by Drs. Robert Kaplan 

(Harvard Business School) and David Norton as a performance measurement 

framework that added strategic non-financial performance measures to traditional 

financial metrics to give managers and executives a more 'balanced' view of 

organizational performance. While the phrase balanced scorecard was coined in the 

early 1990s, the roots of the this type of approach are deep, and include the 

pioneering work of General Electric on performance measurement reporting in the 

1950‘s and the work of French process engineers (who created the Tableau de Bord – 

literally, a "dashboard" of performance measures) in the early part of the 20th 

century. 

 

The balanced scorecard has evolved from its early use as a simple performance 
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measurement framework to a full strategic planning and management system. The 

balanced scorecard transforms an organization‘s strategic plan from an attractive but 

passive document into the active plan for implementation for organization on a daily 

basis. It provides a framework that not only provides performance measurements, but 

helps planners identify what should be done and measured. It enables executives to 

truly execute their strategies. 

 

Recognizing some of the weaknesses and vagueness of previous management 

approaches, the balanced scorecard approach provides a clear prescription as to what 

companies should measure in order to 'balance' the financial perspective. The 

balanced scorecard is a management system (not only a measurement system) that 

enables organizations to clarify their vision and strategy and translate them into 

action. Kaplan and Norton describe the innovation of the balanced scorecard as 

follows: 

 
 
"The balanced scorecard retains traditional financial measures. But financial measures 

tell the story of past events, an adequate story for industrial age companies for which 

investments in long-term capabilities and customer relationships were not critical for 

success. These financial measures are inadequate, however, for guiding and 

evaluating the journey that information age companies must make to create future 

value through investment in customers, suppliers, employees, processes, technology, 

and innovation." 

 

Perspectives 
 
 
The balanced scorecard suggests that we view the organization from four 

perspectives, and to develop metrics, collect data and analyze it relative to each 

of these perspectives: 
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The Learning & Growth Perspective 
 
This perspective includes employee training and corporate cultural attitudes related to 

both individual and corporate self-improvement. In a knowledge-worker organization, 

people -- the only repository of knowledge -- are the main resource. In the current 

climate of rapid technological change, it is becoming necessary for knowledge 

workers to be in a continuous learning mode. Metrics can be put into place to guide 

managers in focusing training funds where they can help the most. In any case, 

learning and growth constitute the essential foundation for success of any knowledge-

worker organization. 

 

Kaplan and Norton emphasize that 'learning' is more than 'training'; it also includes 

things like mentors and tutors within the organization, as well as that ease of 

communication among workers that allows them to readily get help on a problem 

when it is needed. It also includes technological tools; what the Baldrige criteria 

call "high performance work systems." 

 

The Business Process Perspective 
 
This perspective refers to internal business processes. Metrics based on this 

perspective allow the managers to know how well their business is running, and 

whether its products and services conform to customer requirements (the mission). 

These metrics have to be carefully designed by those who know these processes most 

intimately; with our unique missions these are not something that can be developed by 

outside consultants. 

 
The Customer Perspective 
 
Recent management philosophy has shown an increasing realization of the 

importance of customer focus and customer satisfaction in any business. These are 

leading indicators: if customers are not satisfied, they will eventually find other 

suppliers that will meet their needs. Poor performance from this perspective is thus a 

leading indicator of future decline, even though the current financial picture may look 

good. 

 

In developing metrics for satisfaction, customers should be analyzed in terms of kinds 
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of customers and the kinds of processes for which we are providing a product or 

service to those customer groups. 

 

The Financial Perspective 

 
Kaplan and Norton do not disregard the traditional need for financial data. Timely 

and accurate funding data will always be a priority, and managers will do whatever 

necessary to provide it. In fact, often there is more than enough handling and 

processing of financial data. With the implementation of a corporate database, it is 

hoped that more of the processing can be centralized and automated. But the point is 

that the current emphasis on financials leads to the "unbalanced" situation with regard 

to other perspectives. There is perhaps a need to include additional financial-related 

data, such as risk assessment and cost-benefit data, in this category. 

 

Strategy Mapping 
 
 
Strategy maps are communication tools used to tell a story of how value is created for 

the organization. They show a logical, step-by-step connection between strategic 

objectives (shown as ovals on the map) in the form of a cause-and-effect chain. 

Generally speaking, improving performance in the objectives found in the Learning & 

Growth perspective (the bottom row) enables the organization to improve its Internal 

Process perspective Objectives (the next row up), which in turn enables the 

organization to create desirable results in the Customer and Financial perspectives 

(the top two rows). 

 

Business process re-engineering:  

It is the analysis and design of workflows and processes within an 

organization. According to Davenport (1990) a business process is a set of logically 

related tasks performed to achieve a defined business outcome. Re-engineering is the 

basis for many recent developments in management. The cross functional team, for 

example, has become popular because of the desire to re-engineer separate functional 

tasks into complete cross-functional processes. Also, many management information 

systems aim to integrate a wide number of business functions. Business process re-

engineering is also known as business process redesign, business transformation, or 

business process change management.  

Business process reengineering (BPR) is a  technique to help organizations  to  
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rethink how they do their work in order to dramatically improve customer service and 

reduce operational costs, and become world-class organizations. A key enabler for 

reengineering has been the continuing development and deployment of information 

systems. Leading organizations are becoming bolder in using this technology 

tosupport innovative business processes, rather than refining current ways of doing 

work. It may be defined as the fundamental rethinking and radical re-design, made to 

an organization's existing resources. It is more than just business improvising. 

 
It is an approach for redesigning the way work is done to better support the 

organization‘s mission. Reengineering starts with a high-level assessment of the 

organization's mission, strategic goals, and needs of customer. Basic questions are 

asked, such as "Does our mission need to be redefined? Are our strategic goals 

aligned with our mission? Who are our customers?" An organization may find that it 

is operating on questionable assumptions, particularly in terms of the wants and needs 

of its customers. Only after the organization rethinks what it should be doing, does it 

go on to decide how best to do it. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Within the frame work of this basic assessment of mission and goals, reengineering 

focuses on the organization's business processes—the steps and procedures that 

govern how resources are used to create products and services that meet the needs of 

customers and markets. As a structured ordering of work steps across time and place, 
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a business process can be broken down into specific activities, measured, modeled, 
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and improved. It can also be completely redesigned or eliminated altogether. 

Reengineering identifies, analyzes, and redesigns an organization's core business 

processes with the aim of achieving dramatic improvements in critical performance 

measures, such as cost, quality, service, and speed. 
 

Reengineering recognizes that an organization's business processes are usually 

fragmented into sub processes and tasks that are carried out by several specialized 

functional areas within the organization. Often, no one is responsible for the overall 

performance of the entire process. Reengineering maintains that optimizing the 

performance of sub processes can result in some benefits, but cannot yield dramatic 

improvements if the process itself is fundamentally inefficient and outmoded.  

For that reason, reengineering focuses on redesigning the process as a whole 

in order to achieve the greatest possible benefits to the organization and their 

customers. This drive for realizing dramatic improvements by fundamentally 

rethinking how the organization's work should be done distinguishes reengineering 

from process improvement efforts that focus on functional or incremental 

improvement. 
 
A marketing co-operation or marketing cooperation is a partnership of at least two 

companies on the value chain level of marketing with the objective to tap the full 

potential of a market by bundling specific competences or resources. Other terms for 

marketing co-operation are marketing alliance, marketing partnership, co-marketing, 

and cross-marketing. Marketing co-operations are sensible when the marketing goals 

of two companies can be combined with a concrete performance measure for the end 

consumer. Successful marketing co-operations generate ―win-win-win‖ situations that 

offer value not only to both partnering companies but also to their customers. 

Marketing co-operations extend the perspective of marketing. While marketing 

measures deal with the optimal organization of the relationship between a company 

and its existing and potential customers, marketing co-operations audit to what extent 

the integration of a partner can contribute to improving the relationship between 

companies and customers. In recent years, marketing co-operations have been 

increasingly popular between brands and entertainment properties. 

 
Importance 
 
The importance of marketing co-operations has significantly increased over the last 

few years: Companies recognize partnerships as an effective means for untapping 
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growth potentials they cannot realize on their own. In the big merger and 

acquisition wave at the end of the nineties it became apparent, that co-operations 

(especially on the value chain level of marketing) often present a much more flexible 

approach with a more immediate growth impact than merging or acquiring entire 

business entities. Studies show, that companies recognize the increasing relevance 

and potential of co-operations. 

 
Objectives 
 
There are five main objectives of marketing co-operations: 
 
• Build-up and/or strengthening of brandimage/traffic by implementing joint or 

exchange communication measures  
 
• Access to new markets/customers by directly addressing the co-operation 

partner‘s customers or by using its distribution points  
 
• Increase of customer loyalty by addressing own customers with value added 

offerings from the partner - often useful for community building  
 
• Reduction of marketing costs by bundling or exchanging marketing measures  

 
• Measure  the  potential  value  of  an  intangible  asset  through  how  much  

 
consumers are willing to pay the premium 

 
3M's corporate site describes the value they see in Joint Marketing: 
  

Joint marketing refers to any situation where a product is manufactured by one 

company and distributed by another company. Both parties invest in 

commercialization dollars. Joint marketing differs from a joint venture in that it deals 

with commercialization and marketing dollars, rather than equity. The prominence of 

each logo generally is relative to its use as a primary or secondary contributor. Joint 

marketing differs from third-party relationships because both brands are present on 

the product itself. Normally, third-party relationships have both brands on literature 

and sales materials, but only the manufacturer is present on the product. 

 
Forms 

Marketing co-operations can take on many different forms, for instance: 

 

Examples 
 
Examples of marketing co-operations include: 

 Apple Inc. and Nike Inc. have formed a long term partnership to jointly 
 
develop and sell ―Nike+iPod‖ products. The "Nike + iPod Sport Kit" links Nike+ 

products with Apples MP3-Player iPod nana, so that performance data such as 

distance, pace or burned calories can be displayed on the MP3-Player‘s 
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interface.  
 
 
Diversification strategies are used to expand firms' operations by adding markets, 

products, services, or stages of production to the existing business. The purpose of 

diversification is to allow the company to enter lines of business that are different 

from current operations. When the new venture is strategically related to the existing 

lines of business, it is called concentric diversification. Conglomerate diversification 

occurs when there is no common thread of strategic fit or relationship between the 

new and old lines of business; the new and old businesses are unrelated. 

 

DIVERSIFICATION IN THE CONTEXT OF GROWTH STRATEGIES 
 
 
Diversification is a form of growth strategy. Growth strategies involve a significant 

increase in performance objectives (usually sales or market share) beyond past levels 

of performance. Many organizations pursue one or more types of growth strategies. 

One of the primary reasons is the view held by many investors and executives that 

"bigger is better." Growth in sales is often used as a measure of performance. Even if 

profits remain stable or decline, an increase in sales satisfies many people. The 

assumption is often made that if sales increase, profits will eventually follow. 

 

Rewards for managers are usually greater when a firm is pursuing a growth strategy. 

Managers are often paid a commission based on sales. The higher the sales level, the 

larger the compensation received. Recognition and power also accrue to managers of 

growing companies. They are more frequently invited to speak to professional groups 

and are more often interviewed and written about by the press than are managers of 

companies with greater rates of return but slower rates of growth. Thus, growth 

companies also become better known and may be better able, to attract quality 

managers. 

 

Growth may also improve the effectiveness of the organization. Larger companies 

have a number of advantages over smaller firms operating in more limited 

markets.Large size or large market share can lead to economies of scale. Marketing or 

production synergies may result from more efficient use of sales calls, reduced travel 

time, reduced changeover time, and longer production runs.  
 
1. Learning and experience curve effects may produce lower costs as the firm gains 

experience in producing and distributing its product or service. Experience and 
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large size may also lead to improved layout, gains in labor efficiency, redesign of 

products or production processes, or larger and more qualified staff departments 

(e.g., marketing research or research and development).  
 
2. Lower average unit costs may result from a firm's ability to spread administrative 

expenses and other overhead costs over a larger unit volume. The more capital 

intensive a business is, the more important its ability to spread costs across a large 

volume becomes.  
 
3. Improved linkages with other stages of production can also result from large size. 

Better links with suppliers may be attained through large orders, which may 

produce lower costs (quantity discounts), improved delivery, or custom-made 

products that would be unaffordable for smaller operations. Links with 

distribution channels may lower costs by better location of warehouses, more 

efficient advertising, and shipping efficiencies. The size of the organization 

relative to its customers or suppliers influences its bargaining power and its ability 

to influence price and services provided.  
 
4. Sharing of information between units of a large firm allows knowledge gained in 

one business unit to be applied to problems being experienced in another unit. 

Especially for companies relying heavily on technology, the reduction of R&D 

costs and the time needed to develop new technology may give larger firms an 

advantage over smaller, more specialized firms. The more similar the activities 

are among units, the easier the transfer of information becomes.  
 
5. Taking advantage of geographic differences is possible for large firms. Especially 

for multinational firms, differences in wage rates, taxes, energy costs, shipping 

and freight charges, and trade restrictions influence the costs of business. A large 

firm can sometimes lower its cost of business by placing multiple plants in 

locations providing the lowest cost. Smaller firms with only one location must 

operate within the strengths and weaknesses of its single location.  

 

CONCENTRIC DIVERSIFICATION 

 
 
Concentric diversification occurs when a firm adds related products or markets. The 

goal of such diversification is to achieve strategic fit. Strategic fit allows an 

organization to achieve synergy. In essence, synergy is the ability of two or more 
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parts of an organization to achieve greater total effectiveness together than would be 

experienced if the efforts of the independent parts were summed. Synergy may be 

achieved by combining firms with complementary marketing, financial, operating, or 

management efforts. Breweries have been able to achieve marketing synergy through 

national advertising and distribution. By combining a number of regional breweries 

into a national network, beer producers have been able to produce and sell more beer 

than had independent regional breweries. 

 

Financial synergy may be obtained by combining a firm with strong financial 

resources but limited growth opportunities with a company having great market 

potential but weak financial resources. For example, debt-ridden companies may seek 

to acquire firms that are relatively debt-free to increase the lever-aged firm's 

borrowing capacity. Similarly, firms sometimes attempt to stabilize earnings by 

diversifying into businesses with different seasonal or cyclical sales patterns. 

 

CONGLOMERATE DIVERSIFICATION 
 
 
Conglomerate diversification occurs when a firm diversifies into areas that are 

unrelated to its current line of business. Synergy may result through the application of 

management expertise or financial resources, but the primary purpose of 

conglomerate diversification is improved profitability of the acquiring firm. Little, if 

any, concern is given to achieving marketing or production synergy with 

conglomerate diversification. 

 

One of the most common reasons for pursuing a conglomerate growth strategy is that 

opportunities in a firm's current line of business are limited. Finding an attractive 

investment opportunity requires the firm to consider alternatives in other types of 

business. Philip Morris's acquisition of Miller Brewing was a conglomerate move. 

Products, markets, and production technologies of the brewery were quite different 

from those required to produce cigarettes. 

 

Without some form of strategic fit, the combined performance of the individual units 

will probably not exceed the performance of the units operating independently. In 

fact, combined performance may deteriorate because of controls placed on the 

individual units by the parent conglomerate. Decision-making may become slower 
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due to longer review periods and complicated reporting systems. 

 

DIVERSIFICATION: GROW OR BUY? 
 
 
Diversification efforts may be either internal or external. Internal diversification 

occurs when a firm enters a different, but usually related, line of business by 

developing the new line of business itself. Internal diversification frequently involves 

expanding a firm's product or market base. External diversification may achieve the 

same result; however, the company enters a new area of business by purchasing 

another company or business unit. Mergers and acquisitions are common forms of 

external diversification. 

 

 

INTERNAL DIVERSIFICATION. 
 
 
One form of internal diversification is to market existing products in new markets. A 

firm may elect to broaden its geographic base to include new customers, either within 

its home country or in international markets. A business could also pursue an internal 

diversification strategy by finding new users for its current product. For example, 

Arm & Hammer marketed its baking soda as a refrigerator deodorizer. Finally, firms 

may attempt to change markets by increasing or decreasing the price of products to 

make them appeal to consumers of different income levels. 

 

Another form of internal diversification is to market new products in existing 

markets. Generally this strategy involves using existing channels of distribution to 

market new products. Retailers often change product lines to include new items that 

appear to have good market potential. Johnson & Johnson added a line of baby toys to 

its existing line of items for infants. Packaged-food firms have added salt-free or low-

calorie options to existing product lines. 

 

It is also possible to have conglomerate growth through internal diversification. This 

strategy would entail marketing new and unrelated products to new markets. This 

strategy is the least used among the internal diversification strategies, as it is the most 

risky. It requires the company to enter a new market where it is not established. The 

firm is also developing and introducing a new product. Research and development 

costs, as well as advertising costs, will likely be higher than if existing products were 
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marketed. In effect, the investment and the probability of failure are much greater 

when both the product and market are new. 

 
EXTERNAL DIVERSIFICATION 
 
 
External diversification occurs when a firm looks outside of its current operations and 

buys access to new products or markets. Mergers are one common form of external 

diversification. Mergers occur when two or more firms combine operations to form 

one corporation, perhaps with a new name. These firms are usually of similar size. 

One goal of a merger is to achieve management synergy by creating a stronger 

management team. This can be achieved in a merger by combining the management 

teams from the merged firms. 

 

Acquisitions, a second form of external growth, occur when the purchased 

corporation loses its identity. The acquiring company absorbs it. The acquired 

company and its assets may be absorbed into an existing business unit or remain 

intact as an independent subsidiary within the parent company. Acquisitions usually 

occur when a larger firm purchases a smaller company. Acquisitions are called 

friendly if the firm being purchased is receptive to the acquisition. (Mergers are 

usually "friendly.") Unfriendly mergers or hostile takeovers occur when the 

management of the firm targeted for acquisition resists being purchased. 

 

DIVERSIFICATION: VERTICAL OR HORIZONTAL? 
 
 
Diversification strategies can also be classified by the direction of the diversification. 

Vertical integration occurs when firms undertake operations at different stages of  

production. Involvement in the different stages of production can be developed inside 

the company (internal diversification) or by acquiring another firm (external 

diversification). Horizontal integration or diversification involves the firm moving 

into operations at the same stage of production. Vertical integration is usually related 

to existing operations and would be considered concentric diversification. Horizontal 

integration can be either a concentric or a conglomerate form of diversification. 

 

VERTICAL INTEGRATION. 
 
 
The steps that a product goes through in being transformed from raw materials to a 

finished product in the possession of the customer constitute the various stages of 
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production. When a firm diversifies closer to the sources of raw materials in the 

stages of production, it is following a backward vertical integration strategy. Avon's 

primary line of business has been the selling of cosmetics door-to-door. Avon pursued 

a backward form of vertical integration by entering into the production of some of its 

cosmetics. Forward diversification occurs when firms move closer to the consumer in 

terms of the production stages. Levi Strauss & Co., traditionally a manufacturer of 

clothing, has diversified forward by opening retail stores to market its textile products 

rather than producing them and selling them to another firm to retail. 

 
Backward integration allows the diversifying firm to exercise more control over the 

quality of the supplies being purchased. Backward integration also may be undertaken 

to provide a more dependable source of needed raw materials. Forward integration 

allows a manufacturing company to assure itself of an outlet for its products. Forward 

integration also allows a firm more control over how its products are sold and 

serviced. Furthermore, a company may be better able to differentiate its products from 

those of its competitors by forward integration. By opening its own retail outlets, a 

firm is often better able to control and train the personnel selling and servicing its 

equipment. 

 

Since servicing is an important part of many products, having an excellent service 

department may provide an integrated firm a competitive advantage over firms that 

are strictly manufacturers.  

Some firms employ vertical integration strategies to eliminate the "profits of the 

middleman." Firms are sometimes able to efficiently execute the tasks being 

performed by the middleman (wholesalers, retailers) and receive additional profits. 

However, middlemen receive their income by being competent at providing a service. 

Unless a firm is equally efficient in providing that service, the firm will have a 

smaller profit margin than the middleman. If a firm is too inefficient, customers may 

refuse to work with the firm, resulting in lost sales. 

 

Vertical integration strategies have one major disadvantage. A vertically integrated 

firm places "all of its eggs in one basket." If demand for the product falls, essential 

supplies are not available, or a substitute product displaces the product in the 

marketplace, the earnings of the entire organization may suffer. 

 

HORIZONTAL DIVERSIFICATION. 
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Horizontal integration occurs when a firm enters a new business (either related or 

unrelated) at the same stage of production as its current operations. For example, 

Avon's move to market jewelry through its door-to-door sales force involved 

marketing new products through existing channels of distribution. An alternative form 

of horizontal integration that Avon has also undertaken is selling its products by mail 

order (e.g., clothing, plastic products) and through retail stores (e.g., Tiffany's). In 

both cases, Avon is still at the retail stage of the production process. 

 

DIVERSIFICATION STRATEGY AND MANAGEMENT TEAMS 
 
 
As documented in a study by Marlin, Lamont, and Geiger, ensuring a firm's 

diversification strategy is well matched to the strengths of its top management team 

members factored into the success of that strategy. For example, the success of a 

merger may depend not only on how integrated the joining firms become, but also on 

how well suited top executives are to manage that effort. The study also suggests that 

different diversification strategies (concentric vs. conglomerate) require different 

skills on the part of a company's top managers, and that the factors should be taken 

into consideration before firms are joined. 

 

There are many reasons for pursuing a diversification strategy, but most pertain to 

management's desire for the organization to grow. Companies must decide whether 

they want to diversify by going into related or unrelated businesses. They must then 

decide whether they want to expand by developing the new business or by buying an 

ongoing business. Finally, management must decide at what stage in the production 

process they wish to diversify. 

 
 

Conglomerate diversification 

 

Type of diversification whereby a firm enters (through acquisition or merger) an 

entirely different market that has little or no synergy with its core business or 

technology. 

 

Ex: Imagine you were able to maximize your opportunities, minimize your risks and 

achieve performance breakthroughs. You're probably thinking – "that would be great, 

how do I do it?" Well it's simple but this simplicity demands critical thinking and 
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diligent effort. So if you're interested, let's find out how. Achieving this level of 

performance requires a deliberate strategy with a performance management and 

measurement system that enables you to scan the business horizon, focus your time, 

energy, knowledge, relationships and resources and execute courses of action that 

possess the highest pay-off, lowest costs and easiest implementation trajectory. You 

may wonder whether such a strategy formulation is worth your time and effort, 

especially if you're in a quickly changing business environment. This issue came up in 

a discussion with leading business writer and consultant Seth Godin. We concluded 

that business strategy drives growth and prosperity for businesses, both large and 

small. Godin said that for example Howard Shultz, founder and head of Starbucks 

Coffee, could have decided to open and run only a few stores, but you better believe 

that to grow Starbucks like he has he had to have a business strategy. 

 

So with that as introduction let's go through a step-by-step process for developing a 

business strategy with a performance management and measurement system for your 

business. Let's call it a "Grand Strategy" because it equates to a necessary precursor 

for all subordinate strategies and systems whether they be marketing, innovation or 

otherwise. There are 12 steps to this Grand Strategy process. The first 11 steps of this 

process are best developed as a living document with your top management team and 

a facilitator at an off-site meeting to avoid distractions. And step twelve, "Execute, 

Adjust, and Execute" requires strong top management commitment, support and 

involvement. 

 

Step One. Ask "what's your 'Theory of Business'?" As philosophers tell us, there is 

nothing as practical as good theory. Briefly answer these four questions to uncover 

yours. 

 
What business are you in and where are you now? 

 

• Where are you going?  
 
• How will you get there?  

 
• How will you know you've arrived?  

 
 
Step Two. Create a clear expression of your intangible business resources. These 

intangibles form an intellectual and emotional grounding for your Grand Strategy. 

They drive your business and business relationships. Without them, you won't be able 
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to commit the time, energy and tangible resources that move your business forward. 

These intangibles are: 

 

  Values  –  high  level  concepts  that  you  pour  your  life  into  regardless  of 

   

 financial return because they define you and your business. Some examples are 

   

 family well being, charity and goodwill toward others, honesty and integrity, and 

        

 making  a difference in the world.  

          

          
 

 Beliefs - key principles that state your assumptions about the cause and effect 

relationships that drive you and your business. For example, if we provide 

excellent products and services that please our customers at a competitive 

price, we will be a profitable business.  

 

 Attitudes – emotional orientations exhibited by you and your business toward 

others that affects how you view them and treat them, and in turn how they 

react to you and your business. Attitudes result in either positive or negative 

expressions such as "most people tend to be fair if treated fairly" or "most 

people will take advantage of you if you let them." 
 

 Capabilities – inherent knowledge and relationships that support getting work 

done for you and your business. For example, such things as patents, suppliers 

and customer data bases, production processes, sales force knowledge, 

knowledge about competitors, technological expertise and customer 

relationships fit here. 

 
What are your Values, Beliefs, Attitudes and Capabilities? List them. 
 
 
Step Three. Write a "Mission Statement." This statement provides you with the 

articulation of your business purpose or reason for being. Answering the following 

four questions in a satisfying amount of detail provides compelling background 

information from which you can extract a hard hitting mission statement to move your 

business and Grand Strategy forward. 

 
• Why are you in business?  

 
• What does your business do and how does it do it?  

 
• Who does your business, who supports it, who benefits from it and who, if 
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anyone, suffers from it?  
 
• How many different kinds of resources are involved in your business, how much 

do they costs and how much profit do you expect to make from them?  

 

Answer  these  questions  and  notice  the  power  of  their  focusing  affect  on  your 
 
business.  From  your  answers,  develop  a  condensed  and  hard  hitting Mission 
 
Statement. 

 

Step Four. Perform an "Environmental Scan" by asking and answering the following 
 
questions: 
 
 

1. What industry are you in (retail, wholesale, finance, manufacturing, durable 

or non-durable goods and so on) and what are its trends?  

2. Potential competitors? What relevant advantages and disadvantages do they 

possess?  
 

3. Who are your suppliers and potential suppliers? What mutual interests do you 

share with them? What natural conflicts exist?  
 

4. Who are your customers and potential customers and who are their 

customers? What segments do they fall in?  
 

5. What are the demographics that impact your business – age groups, ethnics, 

economic status? What are their differences in terms of needs and 

preferences?  
 

6. What is the regulatory environment and how does it affect your business?  
 

7. What are the emerging technologies and how might they affect your business?  
 

8. Who are your stakeholders (employees, suppliers, customers, investors and 

community) and what are their expectations?  

 

Answer  these Environmental  Scan questions  in  order  to  possess  the  necessary 
 
business intelligence and insight to proceed to the next step. 

 

Step Five. After you complete your scan, then perform a SWOT  Analysis.  SWOT 
 
stands    for    "Strengths,"    "Weaknesses," "Opportunities"    and    "Threats." 

                  

Your  Strengths  and  Weaknesses  are   internal. Your  Opportunities  and  Threats  are 

          

external.           
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The areas for you to explore under each SWOT Analysis category are: 

 

Strengths or Weaknesses 
 

1. Customer Service  

2. Products  

3. Systems and Processes  

4. R&D  

5. Cash Flow  

6. Employee Training  

7. Employee Loyalty  

8. Others?  
 

Opportunities or Threats 
 

1. Emerging Products and Services  

3. Technological Change New Markets  

4. Competitive Pressures  

5. Supplier Relationships  

6. Economic Conditions  

7. Others?  

 

Now, brainstorm to generate ideas under each category/area. Generate as many as 

ideas as possible. Using your best judgment, select the top six ideas in terms of 

relevance and importance for improving the performance and competitiveness of your 

business. Next, translate the top six selected ideas into goal statements. For this 

translation process, use the following format: action verb + (restated idea) in order to 

(object). For example, a goal statement would look like this: "Increase customer 

satisfaction in order to reduce customer losses and defections." 

 

Step Six. Determine your "Strategic Focus." Business is becoming more and more 

competitive. Let's call this phenomenon "Hyper-Competition." From it we see the 

time lapse between finding a competitive edge and having it copied shrinking. Hyper-

Competition demands that you differentiate. This differentiation starts with you 

selecting a Strategic Focus for your business. Otherwise your products and services 

become commoditized. 

 
Strategic Focus breaks down into the following three disciplines: 
 
 
 Customer Intimacy - emphasizes paying close attention to customers desires 

and providing them with total, not to be beaten service and solutions. Ritz 

Carlton Hotels and Nordstroms lead with this discipline. 
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1. Product Leadership – emphasizes R&D and providing the best technology 

and quality available in products. Intel and Starbucks lead with this 

discipline.  
 

2. Operational Excellence – emphasizes efficient operations and costs controls 

to provide the lowest costs. Wal-Mart and Southwest Airlines lead with this 

discipline.  

 

Picking one of these as your lead focus represents a smart thing to do. This imperative 

does not mean that you don't try to do well in the other two. It means that you don't 

try to do all three equally well. Trying to be all things for all customers puts you on a 

path to failure because customers will not behave in a way that profits your business. 

Business is just too hyper-competitive for you to succeed doing all three better than 

anyone else. 

 

So now look at your: Theory of Business; Values, Beliefs, Attitudes and 

Capabilities; Mission Statement, Environmental Scan and SWOT Analysis, and then 

make a judgment call. Pick your Strategic Focus and lead with it. 

 

Step Seven. Seek performance breakthroughs. You begin this process by selecting 

your Strategic Focus and limiting your goal statements to the top six. These top six 

goals represent your "Strategic Goals" for achieving performance breakthroughs. 

 

If you look at the time you spend on your business, you find it can be broken down 

into three categories. These are: 

 

• Administrative and Operations – the time you spend keeping the routine day to 

day business running  

 
 
• Crisis – the time you spend solving unanticipated problems  

 
 
 
• Breakthrough – the deliberate time you spend on creative efforts to improve 

performance  

 

 

What happens is that the first two time categories grow to occupy all your time and 
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they push out your breakthrough time. Maintaining a Strategic Focus combined with 

developing Strategic Goals to execute amounts to the only workable solution to this 

challenge. Now, incorporate this thinking into the succeeding steps of your Grand 

Strategy process. 

 

Step Eight. Understand and apply "Cause and Effect Relationships." Let's discuss the 

dynamics of Cause and Effect Relationships among your Strategic Goals. There are 

four basic "Perspectives" that provide the framework for linking your goals in to 
 
your Grand Strategy. These Perspectives are:  
• Human Capital – the people talent in your organization and the systems and 

process that directly enable them to be productive. A good way to look at the 

people part is that it's what goes home at night.  

 
• Structural Capital – the systems, structures and strategies that the organization 

owns and produces value with. It stays in the organization when you turn off the 

lights.  
 
• Customer Capital – the relationship, level of satisfaction, reputation, potential 

for referrals and loyalty which your organization enjoys with its customers.  

 

 

• Financial Performance – the level of economic return provided to you and 

your owners relative to investment. Performance under this perspective is also 

compared to alternative investments like T-Bills.  

 

Step Nine. Develop a "Strategy Map." Let's start by looking at an example. 
 
A Harvard Business Review article, The Employee – Customer Profit Chain at Sears, 

Jan-Feb 1998, chronicled a transformation of Sears.  

 

Step Ten. Translate your Strategy Map goals into "Key Performance Measures" 

(KPMs) and perform a "Gap Analysis." First, translate your goals into measurable 

terms. In some cases, a goal may already be stated in measurable terms. But you often 

have to break goals down and restate them in measurable terms. For example, the 

Structural Capital Goal of "Create and Maintain Well Stocked and Attractive Shelves" 

may be broken down and restated as the KPM "Mystery Shoppers Rating for Store 

Product Display and Appeal." 

 

Step Eleven: Financial Performance Goals are usually stated in measurable terms so 

use these terms for your Financial Performance KPMs as appropriate. On Customer, 

Structural and Human Capital Goals, you usually have to restate them in KPM terms 
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with a number, percentage or ranking. Some examples of KPMs follow: 

  

Step Twelve. Execute, Adjust, Execute. A Fortune Magazine study in June 1999 

found that many CEOs were fired because they failed to execute their strategy. Things 

really have not changed much since then. As a friend, Mike Kipp, a consultant from 

Nashville, Tennessee, says "All organizations are perfectly designed to achieve the 

results they are getting." Don't confuse creating your Grand Strategy with taking 

action. Now the Grand Strategy process demands real work and organizational 

change. Otherwise improvement won't occur and things might even get worse. 

Execution and appropriate adjustments are imperative or you've only done an 

academic exercise. 

 
 
 

Grand Strategy Steps 

 

Summary 

 

• Step One.  Answer "what's your Theory of Business?"  
 

 

• Step Two.  Identify your Values, Beliefs, Attitudes and Capabilities.  
 

 

• Step Three.  Write your Mission Statement. Step Four. Perform an 

Environmental Scan.  
 

 

• Step Five. Perform a SWOT Analysis.  
 

 

• Step Six.  Determine your Strategic Focus.  
 

 

• Step Seven.  Seek Performance Breakthroughs.  
 

 

• Step Eight.  Understand and Apply Cause and Effect Relationships.  
 

 

• Step Nine. Develop a Strategy Map.  
 

 

• Step Ten. Translate goals into KPMs and Perform Gap Analysis.  
 

 

• Step Eleven. Prepare a Scorecard to track and drive Your Grand Strategy.  
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• Step Twelve. Execute, Adjust, Execute.  
 
 
 
- 
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Entrepreneurship:  

It is the act of being an entrepreneur, which can be defined as "one who 

undertakes innovations, finance and business acumen in an effort to transform 

innovations into economic goods". This may result in new organizations or may be part 

of revitalizing mature organizations in response to a perceived opportunity. The most 

obvious form of entrepreneurship is that of starting new businesses. In recent years, the 

term has been extended to include social and political forms of entrepreneurial activity. 

When entrepreneurship is describing activities within a firm or large organization it is 

referred to as intra- preneurship and may include corporate venturing, when large entities 

spin-off organizations. 

 
According to Paul Reynolds, entrepreneurship scholar and creator of the Global 

Entrepreneurship Monitor, "by the time they reach their retirement years, half of all 

working men in the United States probably have a period of self-employment of one or 

more years; one in four may have engaged in self-employment for six or more years. 

Participating in a new business creation is a common activity among U.S. workers over 

the course of their careers." And in recent years has been documented by scholars such as 

David Audretsch to be a major driver of economic growth in both the United States and 

Western Europe.Entrepreneurial activities are substantially different depending on the 

type of organization and creativity involved. Entrepreneurship ranges in scale from solo 

projects (even involving the entrepreneur only part-time) to major undertakings creating 

many job opportunities. Many "high value" entrepreneurial ventures seek venture capital 

or angel funding (seed money) in order to raise capital to build the business.  

 

Organizational Politics 
 

Organizational politics have been defined as ―actions by individuals which are 

directed toward the goal of furthering their own self interests without regard for the well-

being of others or their organization‖ (Kacmar and Baron 1999, p. 4). Research suggests 

that perceptions of organizational politics consistently result in negative outcomes for 

individuals (Harris, Andrews, and Kacmar 2007). According to Harris and Kacmar 

(2005), politics has been conceptualized as a stressor in the workplace because it leads to 

increased stress and/or strain reactions. Members of organization react physically and 
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psychologically to perceptions of organizational politics, physical reactions including 

fatigue and somatic tension (Cropanzano et al. 1997), and psychological reactions include 

reduced commitment (Vigoda 2000) and reduced job satisfaction (Bozeman et al. 2001). 

 
Following are the main differences between Strategy Formulation and Strategy 

Implementation- 
 

Strategy Formulation  Strategy Implementation 

   
 
Strategy Formulation includes 

planning and decision-making 

involved in developing 

organization‘s strategic goals and 

plans. 
 
 
 
In short, Strategy Formulation is 
placing the Forces before the action. 
 
 
 
Strategy Formulation is an 
Entrepreneurial Activity based on 
strategic decision-making. 
 
 
 

 
Strategy Formulation 
emphasizes on 
effectiveness. 
 
 
 
Strategy Formulation is a rational 

process. 
 
 
 

 
Strategy Formulation requires co-
ordination among few individuals. 
 
 
 
Strategy Formulation requires a 
great deal of initiative and logical 
skills. 

 
Strategy Implementation involves all 
those means related to executing the 
strategic plans. 
 
 
 
 
In short, Strategy Implementation is 
managing forces during the action. 
 
 
 
Strategic Implementation is mainly  
an Administrative Task based on 
strategic and operational decisions. 
 
 
 
Strategy Implementation 
emphasizes on efficiency. 
 
 
 
Strategy Implementation is 
basically an operational 
process. 
 
 
 
Strategy Implementation requires co-
ordination among many individuals. 
 
 
 
Strategy Implementation requires 
specific motivational and leadership 
traits. 

 
 
 
Strategic Formulation precedes 

Strategy Implementation. 
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Strategy Implementation follows 
Strategy Formulation. 
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UNIT IV 
 
 
Strategic Evaluation 
 
Strategy Evaluation is as significant as strategy formulation because it throws light on 

the efficiency and effectiveness of the comprehensive plans in achieving the desired 

results. The managers can also assess the appropriateness of the current strategy in 

today‘s dynamic world with socio-economic, political and technological innovations. 
 
Strategic Evaluation is the final phase of strategic management. 
 
The significance of strategy evaluation lies in its capacity to co-ordinate the task 
 
performed by   managers,   groups,   departments   etc,   through   control   of 
 
performance. Strategic Evaluation is significant because of various factors such as - 

developing inputs for new strategic planning, the urge for feedback, appraisal and 

reward, development of the strategic management process, judging the validity of 

strategic choice etc. 

 

The process of Strategy Evaluation consists of following steps- 
 
 
1. Fixing benchmark of performance - While fixing the benchmark, strategists 

encounter questions such as - what benchmarks to set, how to set them and how 

to express them. In order to determine the benchmark performance to be set, it is 

essential to discover the special requirements for performing the main task. The 

performance indicator that best identify and express the special requirements 

might then be determined to be used for evaluation. The organization can use 

both quantitative and qualitative criteria for comprehensive assessment of 

performance. Quantitative criteria includes determination of net profit, ROI, 

earning per share, cost of production, rate of employee turnover etc. Among the 

Qualitative factors are subjective evaluation of factors such as - skills and 

competencies, risk taking potential, flexibility etc.  

2. Analyzing Variance - While measuring the actual performance and comparing 

it with standard performance there may be variances which must be analyzed. 

The strategists must mention the degree of tolerance limits between which the 

variance between actual and standard performance may be accepted. The 

positive deviation indicates a better performance but it is quite unusual 

exceeding the target always. The negative deviation is an issue of concern 
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because it indicates a shortfall in performance. Thus in this case the strategists 

must discover the causes of deviation and must take corrective action to 

overcome it.  
 
3. Taking Corrective Action - Once the deviation in performance is identified, it 

is essential to plan for a corrective action. If the performance is consistently less 

than the desired performance, the strategists must carry a detailed analysis of the 

factors responsible for such performance. If the strategists discover that the 

organizational potential does not match with the performance requirements, then 

the standards must be lowered. Another rare and drastic corrective action is 

reformulating the strategy which requires going back to the process of strategic 

management, reframing of plans according to new resource allocation trend and 

consequent means going to the beginning point of strategic management process.  

 
Characteristics/Features of Strategic Decisions and Tactics 
 
 
Strategic decisions are the decisions that are concerned with whole environment in 

which the firm operates, the entire resources and the people who form the company 

and the interface between the two. 

 
a. Strategic decisions have major resource propositions for an organization. These 

decisions may be concerned with possessing new resources, organizing others or 

reallocating others.  
 
b. Strategic decisions deal with harmonizing organizational resource capabilities 

with the threats and opportunities.  
 

c. Strategic decisions deal with the range of organizational activities. 

It is all about what they want the organization to be like and to be 

about.  
 

d. Strategic decisions involve a change of major kind since an 

organization operates in ever-changing environment.  
 

Strategic decisions are complex in nature. 
 

f. Strategic decisions are at the top most level, are uncertain as they 

deal with the future, and involve a lot of risk.  
 

g. Strategic decisions are different from administrative and 

operational decisions. Administrative decisions are routine 

decisions which help or rather facilitate strategic decisions or 
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operational decisions. Operational decisions are technical 

decisions which help execution of strategic decisions. To reduce 

cost is a strategic decision which is achieved through operational 

decision of reducing the number of employees and how we carry 

out these reductions will be administrative decision.  

 

 

 

 

 

 

 

 

The differences between Strategic, Administrative and Operational decisions can be 
 
summarized as follows- 

 

Strategic Decisions  Administrative Decisions  Operational Decisions 

   

Strategic  decisions  are  long-term Administrative  decisions  are Operational  decisions  are  not 

decisions.   taken daily.     frequently taken. 

      

These  are considered  where  The These  are short-term based These are medium-period based 

future planning is concerned. Decisions.     decisions. 

    

Strategic  decisions are  taken inThese  are  taken  according  to These  are  taken  in  accordance 

Accordance with organizational strategic and operational with strategic and administrative 

mission and vision.  Decisions.     decision. 

   

These are related to overall Counter These are related to working of These are related to production. 

planning of all Organization. employees in an Organization.  

      

These   deal   with   organizational These   are in welfare of These are related to production 

Growth.   employees working in anand factory growth. 

   organization.     

         
 

Boston Consulting Group (BCG) Matrix is a four celled matrix (a 2 * 2 matrix) 
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developed by BCG, USA. It is the most renowned corporate portfolio analysis tool. It 

provides a graphic representation for an organization to examine different businesses 

in it‘s portfolio on the basis of their related market share and industry growth rates. It 

is a two dimensional analysis on management of SBU‘s (Strategic Business Units). In 

other words, it is a comparative analysis of business potential and the evaluation of 

environment. 

 

According to this matrix, business could be classified as high or low according to 

their industry growth rate and relative market share. 

 

Relative Market Share = SBU Sales this year leading competitors sales this year. 
 
Market Growth Rate = Industry sales this year - Industry Sales last year. 
 
 
The analysis requires that both measures be calculated for each SBU. The dimension 

of business strength, relative market share, will measure comparative advantage 

indicated by market dominance. The key theory underlying this is existence of an 

experience curve and that market share is achieved due to overall cost leadership. 

 

BCG matrix has four cells, with the horizontal axis representing relative market share 

and the vertical axis denoting market growth rate. The mid-point of relative market 

share is set at 1.0. if all the SBU‘s are in same industry, the average growth rate of the 

industry is used. While, if all the SBU‘s are located in different industries, then the 

mid-point is set at the growth rate for the economy. 

 

Resources are allocated to the business units according to their situation on the grid. 

The four cells of this matrix have been called as stars, cash cows, question marks and 

dogs. Each of these cells represents a particular type of business. 

 
Figure: BCG Matrix 
 
 
1. Stars- Stars represent business units having large market share in a fast 
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growing industry. They may generate cash but because of fast growing market, 

stars require huge investments to maintain their lead. Net cash flow is usually 

modest. SBU‘s located in this cell are attractive as they are located in a robust 

industry and these business units are highly competitive in the industry. If 

successful, a star will become a cash cow when the industry matures.  

 
2. Cash Cows- Cash Cows represents business units having a large market share in 

a mature, slow growing industry. Cash cows require little investment and 

generate cash that can be utilized for investment in other business units. These 

SBU‘s are the corporation‘s key source of cash, and are specifically the core 

business. They are the base of an organization. These businesses usually follow 

stability strategies. When cash cows loose their appeal and move towards 

deterioration, then a retrenchment policy may be pursued.  

 
3. Question Marks- Question marks represent business units having low relative 

market share and located in a high growth industry. They require huge amount of 

cash to maintain or gain market share. They require attention to determine if the 

venture can be viable. Question marks are generally new goods and services 

which have a good commercial prospective. There is no specific strategy which 

can be adopted. If the firm thinks it has dominant market share, then it can adopt 

expansion strategy, else retrenchment strategy can be adopted. Most businesses 

start as question marks as the company tries to enter a high growth market in 

which there is already a market-share. If ignored, then question marks may 

become dogs, while if huge investment is made, then they have potential of 

becoming stars. 
 
4. Dogs- Dogs represent businesses having weak market shares in low-growth 

markets. They neither generate cash nor require huge amount of cash. Due to low 

market share, these business units face cost disadvantages. Generally 

retrenchment strategies are adopted because these firms can gain market share 

only at the expense of competitor‘s/rival firms. These business firms have weak 

market share because of high costs, poor quality, ineffective marketing, etc. 
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Unless a dog has some other strategic aim, it should be liquidated if there is 

fewer prospects for it to gain market share. Number of dogs should be avoided 

and minimized in an organization. 

 
Limitations of BCG Matrix 
 

 

The BCG Matrix produces a framework for allocating resources among different 

business units and makes it possible to compare many business units at a glance. But 

BCG Matrix is not free from limitations, such as- 

 

1. BCG matrix classifies businesses as low and high, but generally businesses 

can be medium also. Thus, the true nature of business may not be reflected. 
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2. Market is not clearly defined in this model.  

 

3. High market share does not always leads to high profits. There are high costs 

also involved with high market share.  

 
4. Growth rate and relative market share are not the only indicators of profitability. 

This model ignores and overlooks other indicators of profitability.  

 
5. At times, dogs may help other businesses in gaining competitive advantage. 

They can earn even more than cash cows sometimes.  

 
6. This four-celled approach is considered as to be too simplistic.  

 
 
 
 
The 7-S framework of McKinsey is a Value Based Management (VBM) 
 
Model that describes how one can holistically and effectively organize a company. 

Together these factors determine the way in which a corporation operates. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Shared Value 
 
The interconnecting center of McKinsey's model is: Shared Values. What does the 

organization stands for and what it believes in. Central beliefs and attitudes. 

Strategy 

Plans for the allocation of firms scarce resources, over time, to reach identified goals. 
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Environment, competition, customers. 

Structure 
 

 

The way the organization's units relate to each other: centralized, functional divisions 

(top-down); decentralized (the trend in larger organizations); matrix, network, 

holding, etc. 

System 
 
The procedures, processes and routines that characterize how important work is to be 

done: financial systems; hiring, promotion and performance appraisal systems; 

information systems. 

 
Staff 
 
Numbers and types of personnel within the organization. 
 
Style 
 
Cultural style of the organization and how key managers behave in achieving the 

organization‘s goals. 

 
Skill 

 

Distinctive capabilities of personnel or of the organization as a whole. Core 

Competences  

 

G E   M a t r i x 

 
The business portfolio is the collection of businesses and products that make up the 

company. The best business portfolio is one that fits the company's strengths and 

helps exploit the most attractive opportunities. 

 

The company must: 

 
(1) Analyse its current business portfolio and decide which businesses should receive 

more or less investment, and  

(2) Develop growth strategies for adding new products and businesses to the 

portfolio, whilst at the same time deciding when products and businesses should no 

longer be retained.  

The two best-known portfolio planning methods are the Boston Consulting 
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Group Portfolio Matrix and the McKinsey / General Electric Matrix (discussed in this 

revision note). In both methods, the first step is to identify the various Strategic 

Business Units ("SBU's") in a company portfolio. An SBU is a unit of the company 

that has a separate mission and objectives and that can be planned independently from 

the other businesses. An SBU can be a company division, a product line or even 

individual brands - it all depends on how the company is organised. 

 

The McKinsey / General Electric Matrix 
 
 
The McKinsey/GE Matrix overcomes a number of the disadvantages of the BCG Box. 

Firstly, market attractiveness replaces market growth as the dimension of industry 

attractiveness, and includes a broader range of factors other than just the market 

growth rate. Secondly, competitive strength replaces market share as the dimension 

by which the competitive position of each SBU is assessed. 

 

The diagram below illustrates some of the possible elements that determine market 

attractiveness and competitive strength by applying the McKinsey/GE Matrix to the 

UK retailing market: 

Factors that Affect Market Attractiveness 
 
 

1. Whilst any assessment of market attractiveness is necessarily subjective, there 

are several factors which can help determine attractiveness. These are listed 

below:  
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 Market Size 

 Market growth 

 Market profitability 

 Pricing trends 

 Competitive intensity / rivalry 

 Overall risk of returns in the industry 

 Opportunity to differentiate 

 products and services 
 

 Segmentation 
 

 Distribution structure (e.g. retail, direct, wholesale 
 
 
Factors that Affect Competitive Strength 
 
 
Factors to consider include: 
 

 Strength of assets and competencies  
 

 Relative brand strength  
 

 Market share  
 

 Customer loyalty  
 

 Relative cost position (cost structure compared with competitors)  
 

 Distribution strength  
 

 Record of technological or other innovation  
 

 Access to financial and other investment resources  
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Strategic leadership refers to a manger‘s potential to express a strategic vision for the 

organization, or a part of the organization, and to motivate and persuade others to 

acquire that vision. Strategic leadership can also be defined as utilizing strategy in the 

management of employees. It is the potential to influence organizational members and 

to execute organizational change. Strategic leaders create organizational structure, 

allocate resources and express strategic vision. Strategic leaders work in an 

ambiguous environment on very difficult issues that influence and are influenced by 

occasions and organizations external to their own. 

 

The main objective of strategic leadership is strategic productivity. Another aim of 

strategic leadership is to develop an environment in which employees forecast the 

organization‘s needs in context of their own job. Strategic leaders encourage the 

employees in an organization to follow their own ideas. Strategic leaders make greater 

use of reward and incentive system for encouraging productive and quality employees 

to show much better performance for their organization. Functional strategic 

leadership is about inventive 
 
Strategic leadership requires the potential to foresee and comprehend the work 

environment. It requires objectivity and potential to look at the broader picture. 

 

A few main traits / characteristics / features / qualities of effective strategic leaders 

that do lead to superior performance are as follows: 

 

Loyalty- Powerful and effective leaders demonstrate their loyalty to their 

vision by their words and actions. 
 
Keeping them updated- Efficient and effective leaders keep themselves updated 

about what is happening within their organization. They have various formal and 

informal sources of information in the organization. 
 
Judicious use of power- Strategic leaders makes a very wise use of their power. 

They must play the power game skillfully and try to develop consent for their ideas 

rather than forcing their ideas upon others. They must push their ideas gradually. 
 
Have wider perspective/outlook- Strategic leaders just don‘t have skills in their 

narrow specialty but they have a little knowledge about a lot of things. 
 
Motivation- Strategic leaders must have a zeal for work that goes beyond money and 

power and also they should have an inclination to achieve goals with energy and 

determination. 
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Compassion- Strategic leaders must understand the views and feelings of their 

subordinates, and make decisions after considering them. 
 
Self-control- Strategic leaders must have the potential to control 

distracting/disturbing moods and desires, i.e., they must think before acting. 
 
Social skills- Strategic leaders must be friendly and social. 
 
Self-awareness- Strategic leaders must have the potential to understand their own 

moods and emotions, as well as their impact on others. 
 
Readiness to delegate and authorize- Effective leaders are proficient at delegation. 

They are well aware of the fact that delegation will avoid overloading of 

responsibilities on the leaders. They also recognize the fact that authorizing the 

subordinates to make decisions will motivate them a lot. 
 
Articulacy- Strong leaders are articulate enough to communicate the vision(vision of 

where the organization should head) to the organizational members in terms that 

boost those members. 
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Constancy/ Reliability- Strategic leaders constantly convey their vision 

until it becomes a component of organizational culture. 

To conclude, Strategic leaders can create vision, express vision, passionately possess 

vision and persistently drive it to accomplishment 

 

Gap analysis:  

It generally refers to the activity of studying the differences between 

standards and the delivery of those standards. For example, it would be useful for a 

firm to document differences between customer expectation and actual customer 

experiences in the delivery of medical care. The differences could be used to explain 

satisfaction and to document areas in need of improvement. 

However, in the process of identifying the gap, a before-and-after analysis 

must occur. This can take several forms. For example, in lean management we 

perform a Value Stream Map of the current process. Then we create a Value Stream 

Map of the desired state. The differences between the two define the "gap". Once the 

gap is defined, a game plan can be developed that will move the organization from 

its current state toward its desired future state. 

The issue of service quality can be used as an example to illustrate gaps. For 

this example, there are several gaps that are important to measure. From a service 

quality perspective, these include: (1) service quality gap; (2) management 

understanding gap; (3) service design gap; (4) service delivery gap; and (5) 

communication gap. 

Service Quality Gap. 

Indicates the difference between the service expected by customers and the service 

they actually receive. For example, customers may expect to wait only 20 minutes to 

see their doctor but, in fact, have to wait more than thirty minutes.  

Management Understanding Gap. 
 
Represents the difference between the quality level expected by customers and the 

perception of those expectations by management. For example, in a fast food 

environment, the customers may place a greater emphasis on order accuracy than 

promptness of service, but management may perceive promptness to be more 

important. 

Service Design Gap. 
 
 
This is the gap between management's perception of customer expectations and the 
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development of this perception into delivery standards. For example, management 

might perceive that customers expect someone to answer their telephone calls in a 

timely fashion. To customers, "timely fashion" may mean within thirty seconds. 

However, if management designs delivery such that telephone calls are answered 

within sixty seconds, a service design gap is created. 

Service Delivery Gap. 
 

Represents the gap between the established delivery standards and actual 

service delivered. Given the above example, management may establish a standard 

such that telephone calls should be answered within thirty seconds. However, if it 

takes more than thirty seconds for calls to be answered, regardless of the cause, there 

is a delivery gap. 

Communication Gap. 
 

This is the gap between what is communicated to consumers and what is 

actually delivered. Advertising, for instance, may indicate to consumers that they can 

have their cars's oil changed within twenty minutes when, in reality, it takes more 

than thirty minutes. 

 

IMPLEMENTING GAP ANALYSIS 
 
 
Gap analysis involves internal and external analysis. Externally, the firm must 

communicate with customers. Internally, it must determine service delivery and 

service design. Continuing with the service quality example, the steps involved in the 

implementation of gap analysis are: 

 

• Identification of customer expectations  
 
• Identification of customer experiences  

 
• Identification of management perceptions  

 
• Evaluation of service standards  

 
• Evaluation of customer communications  

 
 
The identification of customer expectations and experiences might begin with focus-

group interviews. Groups of customers, typically numbering seven to twelve per 

group, are invited to discuss their satisfaction with services or products. During this 

process, expectations and experiences are recorded. This process is usually 

successful in identifying those service and product attributes that are most important 
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to customer satisfaction. 

 

After focus-group interviews are completed, expectations and experiences are 

measured with more formal, quantitative methods. Expectations could be measured 

with a one to ten scale where one represents "Not At All Important" and ten 

represents "Extremely Important." Experience or perceptions about each of these 

attributes would be measured in a similar manner. 

 

Gaps can be simply calculated as the arithmetic difference between the two 

measurements for each of the attributes. Management perceptions are measured 

much in the same manner. Groups of managers are asked to discuss their perceptions 

of customer expectations and experiences. A team can then be assigned the duty of 

evaluating manager perceptions, service standards, and communications to pinpoint 

discrepancies. After gaps are identified, management must take appropriate steps to 

fill or narrow the gaps. 

 
THE IMPORTANCE OF SERVICE QUALITY GAP ANALYSIS 
 
 
The main reason gap analysis is important to firms is the fact that gaps between 

customer expectations and customer experiences lead to customer dissatisfaction. 

Consequently, measuring gaps is the first step in enhancing customer satisfaction. 

Additionally, competitive advantages can be achieved by exceeding customer 

expectations. Gap analysis is the technique utilized to determine where firms exceed 

or fall below customer expectations. 

 

Customer satisfaction leads to repeat purchases and repeat purchases lead to loyal 

customers. In turn, customer loyalty leads to enhanced brand equity and higher 

profits. Consequently, understanding customer perceptions is important to a firm's 

performance. As such, gap analysis is used as a tool to narrow the gap between 

perceptions and reality, thus enhancing customer satisfaction. 

 

Distinctive Competence 
 
Distinctive competence is a set of unique capabilities that certain firms possess 

allowing them to make inroads into desired markets and to gain advantage over the 

competition; generally, it is an activity that a firm performs better than its 
 
competition. To define a firm's distinctive competence, management

1
 must complete 
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an assessment of both internal and external corporate environments. When 

management finds an internal strength that both meets market needs and gives the 

firm a comparative advantage in the marketplace, that strength is the firm's 

distinctive competence. Taking advantage of an existing distinctive competence is 

essential to business strategy development. Firms can possess distinctive competence 

in a wide variety of areas, including technology, marketing, and management. 

 
Formulating Strategy 
 
Strategy can be defined as the tool managers use to adjust their firms to ever-

changing environmental conditions. Unless a firm produces only one type of 

merchandise or service, it must devise strategies at both the corporate and business 

levels. 
 

Corporate strategy defines the underlying businesses and determines the best 

methods of coordinating them. At the business level, strategy outlines the ways that a 

business will compete in a given market. Strategic planning is often closely tied to 

the development and use of distinctive competencies, and having an area of 

distinctive competence can present a major strategic advantage to any firm.  

To devise corporate strategy, firm managers must consider a host of 

influences in their surrounding environment that can affect the firm's ongoing 

operations as well as the internal strengths and weaknesses that characterize the firm. 

When assessing the external business environment, management must analyze the 

given situation, forecast potential changes to it, and either try to change the situation 

or adapt to it. The assessment must include an evaluation of current and projected 

market needs and an evaluation of any existing comparative advantage over 

competitors. 

 

To determine the best strategy for their firm, managers must realistically 

assess their own firm's status. A firm's internal strengths and weaknesses make it 

better suited to pursue some strategic paths than others. When looking for a match 

between opportunities and capabilities, managers must try to build upon the strongest 

qualities of the firm and avoid activities that rely on more vulnerable areas or are 

adverse to the firm's existing corporate culture. 

 Further, it is important for managers to account for potential problems 

involved in carrying out a strategy before they embark upon it. Thus, managers 

should examine potential strategies, while keeping in mind their firm's history, its 

culture and experiences, and its basic proficiencies. Once this assessment is 
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complete, management must decide which opportunities in the business environment 

to pursue and which ones to pass up. Even if a firm does not have a distinctive 

competence, as is the case for many, it must devise its overall strategy to build upon 

its strengths and best use its resources. 

 

Obviously, many successful business strategies are built around a determined 

distinctive competence. To truly succeed, a firm will have a competitive advantage 

over its rivals, giving it some sort of strategic advantage. Logically, strengthening a 

competitive position is made a great deal easier for a firm with one or more 

distinctive competencies. Having a distinctive competence can allow a firm to follow 

a different path than rival firms, utilize a strategy difficult for them to imitate, and 

end up in a better position over the long term. If other firms in the marketplace do 

not have a similar or countervailing competence, they will have a very difficult time 

remaining competitive. 

Defining and Building Distinctive Competence 
 
 
To define a company's distinctive competence, managers often follow a particular 

process. First, they identify the strengths and weaknesses of their firm. Next, they 

determine the strategic importance of these strengths and weaknesses in the given 

marketplace. Then, they analyze specific market needs and look for comparative 

advantages that they have over the competition. Importantly, while managers 

generally follow this process, they often undertake more than one step 

simultaneously. 

 

Distinctive competence can be built in a number of ways. Firms can hire more 

qualified professionals than those employed by competitors; they can find and 

exploit previously neglected market niches; and they can be especially innovative or 

can gain advantage over competitors through sheer strength of management. There 

are numerous areas in which a firm can have a distinctive competence. Some 

companies have distinctive competence because they manufacture a product with 

superior quality. Other firms excel in technological innovation, research and 

development, or new product introduction. Still other firms have advantages in low-

cost production, customer support, or creative advertising. For example, McDonald's 

distinctive competence is its system of controls for operating its fast-food restaurant 

franchises, which gives the company an unusually high profit margin. 
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Predicting Future Distinctive Competence 
 
 
Since business environments and marketplaces are always changing, the challenge 

for strategists is to maintain the firm's distinctive competence. As defined earlier, 

distinctive competencies are distinctive skills and capabilities firms can use to 

achieve an unusual market position or to gain an advantage over the competition. 

Thus, a firm's advantage comes largely from the fact that it has differentiated itself 

from its competition. It follows that if the environment changes such that numerous 

rivals have obtained competencies identical to those characterizing a particular firm, 

the firm is in a very poor position and would do well to reconsider its strategy. 

 

Future strategic success requires that firms keep their distinct advantages over their 

rivals. Thus, firms must continuously assess their surrounding environments. They 

must be aware of potential shifts in industrial standings and must realistically 

evaluate  

whether the distinctive competency continues to yield an advantage. They should 

also look to new markets and evaluate the potential use of their distinctive 

competencies in those markets. 

 

As business conditions and markets change, many of the strengths and weaknesses 

that characterize a firm will also change. Through strategic planning and leadership, 

management will be able to determine how the basis for competition may be 

changing and whether the firm's distinctive competencies need to be realigned. 

Indeed, some vulnerabilities and strengths will be exaggerated, while others will be 

eliminated. Success in these changing conditions can only come from taking 

advantage of opportunities highlighted by close scrutiny of a firm's internal and 

external environment. The most successful firms will be those that are able to locate 

and use distinctive competencies found in these assessments. 

 
The final stage in strategic management is strategy evaluation and control. All 

strategies are subject to future modification because internal and external factors are 

constantly changing. In the strategy evaluation and control process managers 

determine whether the chosen strategy is achieving the organization's objectives. 

The fundamental strategy evaluation and control activities are: reviewing internal 

and external factors that are the bases for current strategies, measuring performance, 
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and taking corrective actions. 

 
Strategic management is a broader term that includes not only the stages already 

identified but also the earlier steps of determining the mission and objectives of 

an organization within the context of its external environment. The basic steps of 

the strategic managementcan be examined through the use of strategic 

management model. 

 
The strategic management model identifies concepts of strategy and the elements 

necessary for development of a strategy enabling the organization to satisfy its 

mission. Historically, a number of frameworks and models have been advanced 

which propose different normative approaches to strategy determination. However, a 

review of the major strategic management models indicates that they all include the 

following elements: 

1. Performing an environmental analysis.  

 

2. Establishing organizational direction.  

 

3. Formulating organizational strategy.  

 

4. Implementing organizational strategy.  

 

5. Evaluating and controlling strategy.  

 

Strategic management is a continuous and dynamic process. Therefore, it should be 

understood that each element interacts with the other elements and that this 

interaction often happens simultaneously. 

 
The major models differ primarily in the degree of explicitness, detail, and 

complexity. These differences derive from the differences in backgrounds 

and experiences of the authors. Some of these models are briefly presented 

below. 

 
The phases of this model are as follows: 

 

* Strategic management’s elements: "...to determine mission, goals, and values 

of the firm and the key decision makers."  

 

* Analysis and diagnosis: ―...to search the environment and diagnose the impact 
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of the threats and opportunities."  

 

* Choice: ...to consider various alternatives and assure that the appropriate strategy 

is chosen."  

 

* Implementation: "...to match plans, policies, resources, structure, 

and administrative style with the strategy."  

 

* Evaluation: "...to ensure strategy and implementation will meet objectives."  

 

. 
 
 

UNIT-5 

Other Strategic Issues 

Research studies have pointed out that innovative companies such as 3M, Procter 

Gamble and Rubbermaid are slow in introducing new products and their rate of 

success is not encouraging 

 

Role of Management: 

The top management should emphasize the importance of technology and innovation 

and they should provide proper direction. 

 Environmental Scanning:  

 External Scanning  

 Impact of stakeholders on innovation  

 Lead users  

 Market Research  

 New product Experimentation  

 Internal scanning  

 Resource allocation issues  

 

Time to Market Issues: 

The new product development period is again a crucial issue. Within four years many 

new products are imitated. Shorter the period, more beneficial for the company. 

Japanese auto manufacturers have gained competitive advantage over their rivals due 

to relatively short product development cycle. 
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Strategy Formulation: 

The following crucial questions are raised in strategy formulation 

• Is the firm a leader or follower in respect of R&D strategy?  

• Should we develop our own technology?  

• Or should we go for technology outsourcing?  

• What should be the mix of basic and applied research?  

 

Technology sourcing:  

There are two methods for acquiring technology. It involves make or buy decision. In-

house R&D capability is one method and tapping the R&D capabilities of 

competitors, suppliers and other organizations through contracts is another choice 

available for companies. 

 

Strategic R&D alliance involves 

• Joint programmes to develop new technology  

• Joint ventures establishing a separate company to take a new product to 

market.  

• Minority investments in innovative firms.  

 

It will be appropriate for companies to buy technology which is commonly available 

from others but make technology themselves which is rare, to remain competitive. 

Outsourcing of technology will be suitable under the following conditions. 

 

• The technology is of low significance to competitive advantage  

• The supplier has proprietary technology  

• The supplier‟s technology is easy to adopt with the present system  

• The technology development needs expertise  

• The technology development needs new resources and new people  

 

Technology competence:  

 

In the case of technology outsourcing, the companies should have a minimal R&D 

capability in order to judge the value of technology developed by others. 
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Strategy Implementation: 

To develop innovative organizations deployment of sufficient resources and 

development of appropriate culture are crucial at all stages of new product 

development. 

Innovative Culture: 

Entrepreneurial culture is a part of innovative culture which presupposes flexibility 

and dynamism into the structure. ―Diffusion of Innovation‖ observes that an 

innovative organization has the following characteristics. 

• Positive Attitude to change  

• Decentralized Decision Making  

• Informal structure  

• Inter connectedness  

• Complexity  

• Slack resources  

• System openness  

The employees who are involved in innovative process usually fulfill three different 

roles such as: 

 Product champion  

 Sponsor  

 Orchestrator  

 

Corporate entrepreneurship: 

Corporate Entrepreneurship is also known as intrapreneurship. According to Gifford 

Pinchot an intrapreneur is a person who focuses on innovation and creativity and who 

transforms and dreams of an idea into a profitable venture by operating within the 

organizational environment. Intrapreneur acts like an entrepreneur but within the 

organizational environment. 

Evaluation and control: 

The purpose of research is to gain more productivity at a speedy rate. The 

effectiveness of research function is evaluated in different ways in various 

organizations. 

Improving R&D: 
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The following best practices can be considered as benchmark for a company‟s R&D 

activities. 

• Corporate and business goals are well defined and clearly communicated to 

R&D department.  

 

• Investments are made in order to develop multinational R&D capabilities to 

tap ideas throughout the world.  

 

• Formal, cross functional teams are created for basic, applied and 

developmental projects.  

 

New Business models and strategies for the Internet Economy 

 

INTERNET ECONOMY: 

The internet economy is an economy is based on electronic goods and services 

produced by the electronic business and traded through electronic commerce. The 

Internet Economy refers to conducting business through markets whose infrastructure 

is based on the internet and world-wide web. An internet economy differs 

 

 

from a traditional economy in a number of ways, including communication, market 

segmentation, distribution costs and price. 

 

Impact of the Internet and E-commerce 

1. Impact on external industry environment  

2. Changes character of the market and competitive environment  

3. Creates new driving forces and key success factors  

4. Breeds formation of new strategic groups  

5. Impact on internal company environment  

6. Having, or not having, an e-commerce capability tilts the scales  

7. toward valuable resource strengths or threatening weaknesses  

8. Creatively reconfiguring the value chain will affect a firm‟s competitiveness 

rivals.  
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Characteristics of Internet Market Structure: 

Internet is composed of 

 

1. Integrated network of user‟s connected computers  

2. Banks of servers and high speed computers  

3. Digital switches and routers  

4. Telecommunications equipment and lines  

 

Strategy-shaping characteristics of the E-Commerce Environment 

Internet makes it feasible for companies everywhere to compete in global markets. 

 

• Competition in an industry is greatly intensified by new e-commerce. Strategic 

initiatives of existing rivals and by entry of new, enterprising e-commerce rivals.  

• Entry barriers into e-commerce world are relatively low  

• On-line buyers gain bargaining power  

• Internet makes it feasible for firms to reach  

 

Effects of the Internet and E-commerce: 

 

Major groups of internet and e-commerce firms comprising the supply side include 

1. Makers of specialized communications components and equipment  

2. Providers of communications services  

3. Suppliers of computer components and hardware  

4. Developers of specialized software  

5. E-Commerce enterprises  

 

Overview of E-Commerce Business Models and Strategies: 

 

Business Models: Suppliers of communications Equipment: 

1. Traditional business model of a manufacturer is being used by most firms to 

make money.  

2. Sell products to customers at prices above costs  
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3. Produce a good return on investment  

4. Strategic issues facing equipment makers  

5. Several competing technologies for various components of the internet 

infrastructure exist  

6. Competing technologies may have different performance pluses and minuses 

and be compatible  

 

Strategy options for suppliers of communications Equipment:  

 

1. Invest aggressively in R&D to win the technological race against rivals  

2. Form strategic alliances to build consensus for favored technological 

approaches  

3. Acquire other companies with complementary technological expertise  

4. Hedge firm‟s bets by investing sufficient resources in mastering one or more 

of the competing technologies  

 

Business Models: Suppliers of Communication Services:  

 

1. Business models based on profitably selling selling services for a fee-based on 

a flat rate per month or volume of use  

2. Firms must invest heavily in extending lines and installing equipment to have 

capacity to provide desired point-to- point service and handle traffic load.  

3. Investment requirements are particularly heavy for backbone providers, 

creating sizable up-front expenditures and heavy fixed costs  

 

Strategic Options:  

1. Provide high speed internet connections using new digital line technology  

2. Provide wireless broadband services or cable internet service  

3. Bundle local telephone service, long distance service, cable TV service and 

Internet access into a single package for a single monthly fee  

 

Business Models: suppliers of Computer Components and Hardware: 

Traditional business model is used-Make money by selling products at prices above 
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costs Strategic approaches 

Stay on cutting edge of technology Invest in R&D 

Move quickly to imitate technological advances and product innovations of rivals Key 

to success- Stay with or ahead of rivals in introducing next-generation products 

Competitive advantage will most likely be based on strategies key to low cost 

 

• Business Models: Developers of Specialized E-Commerce Software  

• Business model involves  

• Investments in designing and developing specialized software  

• Marketing and selling software to other firms  

• Profitability hinges on volume  

• Strategic approaches: Sell software at a set price per copy  

• Collect a fee for every transaction provided by the software.  

• Rent or lease the software  

 

Business Models: Media Companies and content providers: 

 

• Using intellectual capital to develop music, games, video, and text, media 

firms  

• Charge subscription fees or  

• Rely on a pay-per-use model  

• Business model of content providers involves creating content to attract users, 

then selling advertising to firms wanting to deliver a message  

• Key success factors for content providers  

• Create a sense of community  

• Deliver convenience and entertainment value as well as information.  

 

 

Business Models: E-Commerce Retailers: 

 

• Sell products at or below cost and make money by selling advertising to other 

merchandisers  

• Use traditional model of purchasing goods from manufacturers and 
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distributors, marketing items at a web store  

• Filling orders from inventory at a warehouse  

• Operate website to market and sell product/ service and outsource 

manufacturing, distribution and delivery activities to specialists. 

 

Strategic Approaches: E-Commerce Retailers: 

• Spend heavily on advertising to build widespread  

• Add new product offerings to help attract traffic to firm‟s website.  

• Be a first-mover or at worst on early mover  

• Pay consideration attention to website attractiveness to generate ―buzz‖ about 

the site among surfers  

• Keep the web site innovative, fresh, and entertaining  

 

Key Success Factors: Competing in the E-Commerce Environment: 

• Employ an innovative business model  

• Develop capability to quickly adjust business model and strategy to respond to 

changing conditions  

• Focus on a limited number of competencies and perform a relatively 

specialized number of value chain activities  

• Stay on the cutting edge of technology  

• Use innovative marketing techniques that are efficient in reaching the targeted 

audience and effective in stimulating purchases  

• Engineer an electronic value chain that enables differentiation or lower costs 

or better value for the money.  

 

Strategic issues for Non-Profit organizations 

Meaning: 

―A non-profit organizations also known as a not-for- profit organization is an 

organization that does not distribute its surplus funds to owners or shareholders, but 

instead uses them to help pursue its goals/ 

Types of non-profit-organizations: 

 

• Private non-profit organizations  
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• Public governmental units  

 

Two Major Reasons:  

Society needs certain goods services  

 

Private not for profit organization are exempted. 

Sources of Revenue: 

 

Profit making organization (Sales of goods or services) 

 

Not for profit organization (Sponsor or donations) 

 

Constraints in Not-for-profit organization: 

• Service is intangible in nature.  

• The clients have very little influence.  

• The sponsor mainly donate the fund for not for profit organization  

• the professional people is going to join  

• Restraints on the use of rewards and punishments.  

 

Problems in the strategy formulation: 

 The main aim is to collect the funds.  

 They don‘t know how to frame strategy.  

 Internal conflict with the sponsor  

 Worthless will be rigid.  

Problems in Strategy implementation: 

 The problem in decentralization  

 Links in internal external  

 Rewards and punishment.  

Popular Strategies for Not-for-profit organizations: 

 Strategic piggybacking  

 Mergers  

 Strategic Alliances  

Words that have specific meaning for Strategic Management 
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Competitive advantage - What a firm does better than its competitors. 

Characteristics that allow a firm to outperform its rivals. 

 

Distinctive competence - Special skills and resources that generate strengths that 

competitors cannot easily match or imitate. 

 

First mover advantage - The competitive advantage held by a firm from being first 

in a market or first to use a particular strategy. 

 

Late mover advantage - The competitive advantage held by firms that are late in 

entering a market. Late movers often imitate the technological advances of other firms 

or reduce risks by waiting until a new market is established. 

 

Sustainable competitive advantage - A competitive advantage that cannot easily be 

imitated and won‘t erode over time. 

 

Group think - A tendency of individuals to adopt the perspective of the group as a 

whole. It occurs when decision makers don‘t question the underlying assumptions. 

 

Competitive strategy - How an enterprise competes within a specific industry or 

market. Also known as business strategy or enterprise strategy. 

 

Competitor analysis - The competitive nature of an industry. It determines how a 

rival will likely react in a given situation. 

 

Barriers to entry - Factors that reduce entry into an industry. 

 

Switching costs - The costs incurred when a buyer switches from one supplier to 

another. 

 

Barriers to exit - Factors that impede exit from an industry. 

 

Contestable markets - Markets where profits are held to a competitive level. Due to 
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the ease of entry into the market. 

 

Strategic groups - Clusters of firms within an industry that share certain critical asset 

configurations and follow common strategies. 

 

Predatory pricing - Aggressiveness by a firm against its rivals with the intent of 

driving them out of business. 

 

Concentration - Focus the firm‘s efforts and resources in one industry. 

Core business - The central or major business of the firm. The core business is 

formed around the core competency of the firm. Management of the firm‘s core 

business is central to any decision about strategic direction. 

 

Core competency - What a firm does well. The core competency forms the core 

business of the firm. 

 

Critical success factors - Those few things that must go well if a firm‘s is to succeed. 

Typically 20 percent of the factors determine 80 percent of the performance. The 

critical success factors represent the 20 percent. Also called key success factors. 

 

Culture - The collection of beliefs, expectations, and values learned and shared by 

the firm‘s members and passed on from one generation to another. 

 

Diversification - The process a firm into new products or enterprises. 

 

Concentric diversification - Diversification into a related industry. 

 

Conglomerate diversification - Diversification into an unrelated industry. 

 

Economics - Cost savings. 

 

Economies of integration - Cost savings generated from joint production, 

purchasing, marketing or control. 
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Economies of size - Fixed costs decline as output increases. 

 

Economies of scope - The products of two or more enterprises produced from shared 

resources which allows for cost reductions. 

 

Minimum efficient scale - The smallest output for which unit costs are minimized. 

 

Enterprise - The production of a single crop or type of livestock, such as wheat or 

dairy. A responsibility center. 

 

Primary enterprise - An enterprise that provides the foundation of the firm. The 

success of the primary enterprise is critical to the success of the firm. 

 

Secondary enterprise - An enterprise that supports a primary enterprise and/or the 

mission and goals of the firm. 

 

Competitive enterprises - Enterprises for which the output level of one can be 

increased only by decreasing the output level of the other. 

 

Complementary enterprise - Enterprises for which increasing the output level of one 

also increased the output level of the other. 

 

Supplementary enterprises - Enterprises for which the level of production of one 

can be increased without affecting the level of production of the other. 

 

Enterprise strategy - How an enterprise competes within a specific market or 

industry. Also called business or competitive strategy. 

 

Transfer price - The price at which a good or resource is transferred across 

enterprises within a firm. Entrepreneur - An entrepreneur sees change as normal and 

healthy. He/she is involved in searching for change, responding to it, and exploiting it 

as an opportunity. 
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Environmental scanning - To monitor, evaluate and disseminate information from 

the external environment to key people within the firm. 

 

Environmental analysis - An analysis of the environmental factors that influence a 

firm‘s operations. 

  

Environmental opportunity - An attractive area for a firm to participate in where the 

firm would enjoy a competitive advantage. 

 

Environmental threat - An unfavourable trend or development in the firm‘s 

environment that may lead to an erosion of the firm‘s competitive position. 

 

Excess capacity - The ability to produce additional units of output without increasing 

fixed capacity. 

 

Experience curve - Systematic cost reductions that occur over the life of a product. 

Product costs typically decline by a specific amount each time accumulated output is 

doubled. 

 

Externalities - A cost or benefit imposed on one party by the actions of another party. 

Costs are negative externalities and benefits are positive externalities. 

 

Firm vision - The collection of statements listed below indicating the desired 

strategic future for the firm. 

 

Mission statement - A statement of the reason why a firm exists. 

 

Goals - General statements of where the firm is going and what it wants to achieve. 

 

Objectives - Specific and quantifiable statements of what the firm is to accomplish 

and when it is to be accomplished. 
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Innovation - A new way of doing things. 

Diffusion curve - The rate over time at which innovations are copied by rivals. 

Systematic innovation - The purposeful and organized search for changes, and the 

systematic analysis of the opportunities these changes might offer for economics and 

social innovation. 

Internal scanning - Looking inside the business and identifying strengths and 

weaknesses of the firm. 

 

Operations management - Focuses on the performance and efficiency of the 

production process. It involves the day-to-day decisions of the business. 

 

Portfolio - A group of enterprises within a firm that are managed as individual 

responsibility centers. 

 

Portfolio analysis - Each product and enterprise is considered as an individual 

responsibility center for purposes of strategy formulation. 

 

Portfolio management - Management of a firm‘s individual enterprises and 

resources across these enterprises. 

 

Proactive - Seek out opportunities and take advantage of them. Anticipate threats and 

neutralize them. 

 

Responsibility center - An enterprise whose performance is evaluated separately and 

is held responsible for its contribution to the firm‘s mission and goals. 

 

Cost center - An enterprise that has a manager who is responsible for cost 

performance and controls most of the factors affecting cost. 

 

Investment center - An enterprise that has a manager who is responsible for profit 

and investment performance and who controls most of the factors affecting revenues, 

costs, and investments. 
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Profit center - An enterprise that has a manager who is responsible for profit 

performance and who controls most of the factors affecting revenues and costs. 

 

Restructuring - Selling off unrelated parts of a business in order to streamline 

operations and return to a core business. 

  

Stakeholder - Individuals and groups inside and outside the firm who have an interest 

in the actions and decisions of the firm. 

 

Strategic - Manoeuvring yourself into a favourable position to use your strengths to 

take advantage of opportunities. 

 

Strategic audit - A checklist of questions that provide an assessment of a firm‘s 

strategic position and performance. 

 

Strategic myopia - Management‘s failure to recognize the importance of changing 

external conditions because they are blinded by their shared, strongly held beliefs. 

 

Strategic thinking - How decisions made today will affect the business years in the 

future. 

 

Strategic predisposition - A tendency of a firm by virtue of its history, assets, or 

culture to favour one strategy over competitive possibilities. 

 

Strategic decisions - A series of decisions used to implement a strategy. 

 

Strategic management - The act of identifying markets and assembling the resources 

needed to compete in these markets. The set of managerial decisions and actions that 

determine the long-run performance of the firm. 

 

Strategic planning - A comprehensive planning process designed to determine how 

the firm will achieve its mission, goals, and objectives over the next five or ten years 

or longer. 
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Business planning - A plan that determines how a strategic plan will be 

implemented. It specifies how, when, and where a strategic plan will be put into 

action. Also known as tactical planning. 

 

Strategy - A pattern in a stream of decisions and actions. 

   

Dominant strategy - A strategy that is optimal regardless of the action taken by 

one‘s rival. 

 

Emergent strategy - Unplanned strategy that emerge from within the organization. 

 

Intended strategy - Planned strategy developed through the strategic planning 

process. 

 

Realized strategy - The real strategy of a firm that is either an intended (planned) 

strategy of management or an emergent (unplanned) strategy from within the 

organization. 

Strategy formulation - The development of long-range plans for the management of 

environmental opportunities and threats, in light of the firms strengths and 

weaknesses. 

 

Strategy implementation - The process by which strategies and policies are put into 

action through the development of programs, budgets, and procedures. 

 

Strategy control - Compares performance with desired results and provides the 

feedback for management to evaluate results and take corrective action. 

 

Firm strategy - How a firm will reach its goals and objectives by using firm strengths 

to take advantage of environmental opportunities. 

 

Enterprise strategy - How an enterprise competes within its specific market or 

industry. Also called business or competitive strategies. 
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Niche strategy - A strategy serving a specialized part of the market. 

 

SWOT analysis - Analysis of the strengths and weaknesses of the firm, and the 

opportunities and threats of the firm‘s environment. 

 

Strategic issues - Trends and forces which occur within the firm or with environment 

surrounding the firm. 

 

Strategic factors - Strategic issues expected to have a high probability of occurrence 

and impact on the firm. 

  

Opportunities and threats - Strategic factors in the firm‘s external environment are 

categorized as opportunities or threats to the firm. 

 

Strengths and weaknesses - Strategic factors within the firm are categorized as 

strengths or weaknesses of the firm. 

 

Strategic fit - Fit between what the environment wants and what the firm has to offer. 

 

Strategic alternatives - Alternative courses of action that achieve business goals and 

objectives, by using firm strengths to take advantage of environmental opportunities. 

 

Vertical integration - The process in which either input sources or output buyers of 

the firm are moved inside the firm. 

 

Backward (upstream) integration - Input sources are the firm. 

 

Forward (downstream) integration - Output buyers are the firm. 

 

Contractual integration - Separate firms in the various stages of production link the 

stages through contractual arrangements. 
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Full integration - Where one firm has full ownership and control over all the stages 

in the production of a product 

 

Quasi-integration - A firm gets most of its requirements from an outside supplier 

that is under its partial control. 

 

Tapered integration - A firm produces part of its own requirements and buys the rest 

from outside suppliers. 

 

Vertical coordination - The stages in the production of a product are linked by more 

than open markets but less than ownership and control by one firm. 

 

Vertical merger - Firms in different stages of the production and distribution chain 

are linked together. 

 

 

 

 

 

 

 

PART-A (2 Marks) 

UNIT – 1: STRATEGY AND PROCESS 

1. What is business strategy? 

―Strategy is the determination of the basic long goals and objectives of an enterprise 

and the adoption of the course of action and the allocation of the resources necessary 

for carrying out these goals‖. It‘s a comprehensive master plan stating how the 

corporation will achieve its mission and objectives of maximizes the competitive 

advantage and minimizes the competitive disadvantage. 

2. What is strategic management? 

 Strategic management is that set of managerial decisions and actions that determine 

the long-run performance of a corporation of includes environmental Scanning, 

strategy formulation strategy implementation and evaluation and control. The study of 
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strategic management therefore emphasizes the monitoring and evaluating of external 

opportunities and threats in the light of corporation‘s strengths and weaknesses. 

3. What is corporate strategy? 

Corporate strategy describes a company‘s overall direction in terms of its general 

altitude towards growth and the management of its various businesses and product 

lines. Corporate strategy is composed of directional strategy, portfolio analysis and 

parenting strategy, corporate strategies typically fit within the three main categories of 

stability, growth and retrenchment. 

4. Define Ethics? 

Ethics specify what good, true, is fair, just, right and proper in business. Businesses 

his relate to the behaviour of a business man in a business situation. They are 

concerned primarily with the impacts of decisions on people within and without the 

organization. Business ethical behaviour is conduct that is fair and just over and 

above the various rules and regulations. 

5. What do you mean by strategic myopia? 

While identifying the external strategic factors, the managers sometimes miss or 

ignore crucial new developments. Personal values and functional experiences of a 

corporation‘s manager as well as the success of current strategies bias both their 

perception of what they important to monitor in the external environment and the 

interpretations of what they perceive. This willingness to reject unfamiliar as well as 

negative information is called strategic myopia. 

 

6. What is core- competency? 

Core-competencies are the things that a corporation can do exceedingly well. It is the 

combination of an organization‘s resources and capabilities if the core competency of 

an organization is superior to that of its competitors it is called distinctive 

competency. 

7. What is Distinctive competency? 

Distinctive competencies are firm‘s specific strengths that allow a company to 

differentiate its products and achieve substantially lower costs than its rivals and thus 

gain competitive advantage competencies arise from two complementary sources 

resources and capabilities. 

8. Define joint venture? 
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Joint ventures are partnerships in which two or more firms carryout a specific project 

or corporate in a selected area of business. Joint ventures can be temporary or long 

term. Ownership of the firm remains unchanged. Every joint venture has a scheduled 

life-cycle, which will end sooner or later every joint venture has to be dissolved when 

it has outlived its life-cycle. Changes in the environment forces joint ventures to be 

redesigned regularly. 

9. What is conglomerate diversification? 

When firms create new businesses that are unrelated to its original business, it is 

called conglomerates diversification. The benefits of conglomerate diversification are 

reductions of risks, economics of large scale operations, financial stability, increase in 

profits and attain managerial competence. 

10. What are barriers to Entry? 

An entry barrier is un obstruction that make it difficult for a company to enter an 

industry Established companies already operating in an industry often attempt to 

discourage the potential competitors by creation. High Entry barriers, such as rand 

Loyalty, absolute cost advantages, economics of scale customer switching cost, 

product differentiation etc. 

11. Distinguish between hostile takeover and friendly takeover? 

Takeover can be defined the ownership or control over the other firm. Of one firm 

acquires the ownership against the wishes of hi others management it is called hostile 

takeover. Of the acquisition is through the mutual consent of both the parties it is 

called friendly takeover. 

12. What is Horizontal Expansion? 

It‘s a growth strategy. Of a firm fries to expand its business by creating other firms in 

their same line of business it is called horizontal expansion. The aim of horizontal 

expansion is to increase market Shane. To reduce cost of production through large 

scale economic, to take advantage of synergy and to promote products and services 

more efficiently to a larger audience. 

13. Define strategic Group? 

Strategic group is a set of business units or firms that pursue similar strategies with 

similar resources. Categorizing the firms in an industry into a set of strategic groups is 

very useful for the better understanding of the competitive environment. Because a 

corporation‘s structure and culture reflect the kinds of strategies it follows. 
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Companies or Business units belonging to a particular strategic group within the same 

industry tend to be strong rivals and tend be more similar to each other than to 

competitors in other strategic group within the same industry. 

14. Define corporate governance 

Corporate governance refers to the relationship between the board of Directors, top 

management and the investors or shareholders in defer mining the direction and 

performance of the corporation. 

15. What is backward integration? 

When a company or firm acquire or create another firm which provides raw material 

component parts or other input for the original firm, it is called backward integration. 

16. Define strategic outsourcing 

Strategic outsourcing refers to the separation of some the company‘s value creation 

activities within the business and as letting them be performed by a specialist in that 

activity strategic outsourcing will lower the cost-structure of the company and 

increase its profitability. Moreover strategic outsourcing of non-core activities helps 

the company to focus management attention on those activities that one most 

important for its long term competitive position. 

17. Distinguish between programs and procedures. 

A program is a statement of the activities or steps needed to accomplish single use 

plan of makes the strategy action-oriented of my involve restructuring the corporation 

changing the company‘s internal structure or beginning a new research effort. 

Procedures are a system of sequential steps or techniques set describe in detail how a 

particular job or task is to be done. They typically detail the various activities that 

must be carried out for completion of the corporations programs. 

18. What is Entrepreneurial mode? 

It is a type of strategic decision making. In this mode, the strategy is developed by 

one powerful individual. The focus is on opportunities and problems are secondary, 

strategy is guided by the founders own vision or direction and is exemplified by large, 

bold decisions. The dominant goal is growth of the corporation.. 

19. What is Adaptive mode? 

This is a decision making mode sometimes referred to as ―muddling through‖. This is 

characters by reactive solutions to exiting problems rather than a proactive search for 

new opportunities strategy is fragmented and is developed to move the corporation 



BA7032                                                                                   STRATEGIC MANAGEMENT 

 

119 
SCE                                                                                      DEPARTMENT OF MANAGEMENT 
SCIENCES 

forward in incremental steps. 

20. What is planning mode? 

This mode of strategic decision making the systematic gathering of appropriate 

information for situation malice, the generation of feasible alternative strategies. And 

the rational selection of the most appropriate strategy. This mode includes both the 

pro-active search for new opportunities and the reactive solution of exiting problems. 

PART-B 

1. Conceptual framework for the development of strategic management:  

.2. Corporate Governance and social responsibility 

3. Describe the Social Responsibility of business.  

 

UNIT – 2: COMPETITIVE ADVANTAGE 

PART-A 

1. What is strategic Business unit? 

Strategic business units are divisions or group of divisions composed of independent 

product-market segments that are given primary responsibility and authority for the 

management of their own function areas. An SBU may be of any size or level but it 

must have a unique mission, identifiable comfitures, an external market fours and 

control of its business functions. The idea is to decentralize on the basis of strategy 

elements. 

2. Define Tactics. 

A tactic is a specific operating plan defiling how a strategy is to be Implemented in 

firms of when and where it is to he put in to action. By nature tactics are narrower. In 

their scope and shorter in their time horizon than strategies. It is a link between the 

formulation and implementation of state. 

3. What do you mean by hypercompetitive? 

Hyper competition is a business situation in which the frequency, boldness, and 

aggressiveness of dynamic movement by the players accelerate to create a condition 

of constant disequilibrium and change market sterility is threatened by short product 

life cycle new ethnologic frequent entry by unexpected outsiders and repositioning by 

incumbents in other words environment escalates towards higher and bigger revels of 

uncertainty dynamism heterogeneity of the players and hosts lily. 

4. What is task Environment? 
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Task environment includes those elements that directly affect the corporation and in 

turn are affected by it. A corporation‘s task environment can be thought of the 

industry with in which it operates. This task environment includes government local 

communities suppliers competitors employees labour unions special interest groups 

and trade associations. 

5. What is industry Analysis? 

Industry analysis refers to the in depth examination of key factors with in a 

corporation task environment. Both the societal and task environment must he 

monitored so that strategic factors that have a strong impact on the corporate success 

or failure can be defected. 

6. Define strategic Alliance? 

Strategic Alliance are co-operative agreements between different companies that are 

actual or potential competitors companies enter in to strategic alliance may be a way 

of facilitating entry in to a market. Second many companies enter in to strategic 

alliances to share the fixed costs and associated risk that arise from the development 

of new products or processes many alliances can be seen as a way of bringing 

together complementary skills and assets that cannot be easily developed by the 

company on its own 

7. What is environment scanning? 

Environment scanning is the monitoring evaluating and disseminating of information 

from the external and internal environments to key people within the corporation. The 

external environment consists of variables that one outside the organization these are 

the opportunities and threats. The infernal environment consists of variables that are 

within the organization itself. These are the strengths and weaknesses of organization. 

8. Write the name of factors in task environment? 

o Shareholders 

o Suppliers 

o Government 

o Special interest group 

o Employees/ Labour unions 

o Competitors 

o Creditors 

o Trade associations 
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o Communities 

9. What is societal Environment? 

Societal environment includes the general forces that do not directly touch on the 

short run activities of the organization but that can influence its long-run decisions. 

This includes economic forces, technological forces, political legal forces and socio 

cultural forces Economic forces regulate the exchange of materials. Money, energy 

and information Technological forces generate problem solving Inventions political 

legal forces allocate power and provide constraining and protecting laws and 

regulations. Socio cultural forces regulate the values mores and wisdoms of society. 

10. What do you mean by strategy implementation? 

Strategy implementation is the process by which strategies and policies one put in to 

action through he developed of programs budgets and procedures. This process might 

involve changes within the overall with the structure or management system of the 

entire organization or with in all of these areas. 

11. What is an Entrepreneurial venture? 

Entrepreneurial venture is any business whose primary goals profitability and growth 

and that can be characterized by innovative strategic practices. The basic different 

between the small business from and the entrepreneurial venture not in the type of 

goods or services provided but in their fundamental views on growth and innovation. 

The key element of Entrepreneurial venture is a basic business idea that has not yet 

been successfully tried and a gutsy entrepreneur who while working on borrowed 

capital and a shoestring budget creates a new business through a lot of trick and error 

and persistent hard work. 

12. What do you mean by small business from? 

Small business from is one that employs fewer than 500 people and that generate 

sales of 20 million actually small business from is independently owned and operated 

not dominate in its field and does not concentrate in innovative practices. 

13. Who is an Entrepreneur? 

Entrepreneur is defined a person who organizes and manages a business undertaking 

and who assumes risk for the sake if profit. He is the ultimate strategist and makes all 

the strategic as well as the operational decisions. Al the three levels of strategy-

corporate, business and functional are the concerns of this founder and manager of a 

company. 
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14. What is Strategic piggybacking? 

Strategic piggybacking refers to the development of a new activity for the not-for-

profit organization that would generate funds needed to make up the difference 

between revenues and expenses. Its purpose is to help subsidize the primary service 

programs. It appears to be a form of concentric diversification but it is engaged in 

only for its money generating value 

15. What is balanced score card? 

The balance score card is a self of measures are directly half are directly linked the 

company‘s strategy allows managers to evaluate the company from four perspectives 

financial performance anisomery knowledge internal business processes learning 

growth. 

16. Define Reengineering? 

Reengineering is the fundamental re-thinking and radical redesign of business 

processes to achieve dramatic improvements in critical, contemporary measures of 

performance such as quality, cost service and sped. The aim of reengineering is to 

improve the corporate performance. 

17. What is re-Structuring? 

Restructuring means streamlining the hierarchy of authority and reducing the number 

of levels in their hierarchy to a minimum and then downsizing the workforce by 

reducing the number of employees to reduce operating cost. The aim of restructuring 

is to improve the corporate performance. 

18. What is corporate Culture? 

Corporate culture is the corporation of belief. Expectations and values learned and 

shared by a corporate is members and transmitted from one generation of employees 

to another. The tern corporate culture generally reflects the values of the founder and 

the mission of the form at givens a company a sense of identity. Corporate culture has 

two distinct attributes, intensity and integration. 

 

19. What is strategic Leadership? 

Strategic leadership refers to a manager‘s ability to articulates a strategic vision for 

the company and motivate others to me into that vision.  

The few characteristics of good strategic leaders are 

• Vision, eloquence and consistency 
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• Commitment 

• Being cell informed 

• Willingness to delegate and empower 

• Astute use of power and 

• Emotional intelligence 

20. What is Entrepreneurship? 

When internal new venturing place in an organizational the corporate managers must 

that the internal new vesturing process as a form of Entrepreneurship and the people 

who are leading the new ventures as entrepreneurs. That organizational structure 

control and culture must be designed to encourage creativity and give new-venture 

managers autonomy and freedom to develop and champion new products. This is 

called entrepreneurship. 

 

PART-B 

1. Explain Basic Elements of strategic Management process. 

2. What are the Responsibilities of business? 

3. Describe strategic planning process.  

4. Porter‘s five forces model:  

5. Strategic groups within Industries  

6. Describe Industry life cycle Analysis with suitable example.   

7. Enumerate National Context and Competitive advantage:  

8. The determinants of national competitive advantage:  

9. What are the Generic Building Blocks of Competitive advantage and explain it 

in detail?  

10. How to avoid failures and sustain competitive advantage? Discuss elaborately.  

 

 

 

 

UNIT – 3: STRATEGIES 

PART-A 

1. What is Emotional Intelligence? 

Emotional intelligence is a mix of psychological attributes that many strong and 
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effective leaders possess. They are 

• Self Awareness- the ability to understand one‘s own moods emotions and 

drivers, as well as their effect on others. 

• Self Regulation-the ability to control or re-direct disruptive impulses or 

moods, that is to think before acting. 

• Motivation: a passion for work that goes beyond money or status and a 

propensity to pursue goals with energy and persistence. 

• Empathy: understanding the feelings and viewpoints of subordinates and 

taking those into account when making decisions. 

• Social skills: Friendliness with a purpose. 

2. What is Organizational inertia? 

Organizational inertia is the inability of the organization to adapt in a timely manner 

to new circumstances. This is on of the major reason that companies are often so slow 

to respond to new competitive conditions organizational inertia is complex and has a 

number of underlying causes. One source is he power and influence of individual 

managers another source is the existing allure of the organization. 

3. What is Competitive intelligence? 

Competitive intelligence means gathering of information about the competitors. 

4. Define Policy? 

A policy is a broad guideline for decision making that links the formulation of 

strategy with its implementation. Companies use form make decisions and take 

actions that support the corporations missions, objectives and strategies. 

5. What is Budget? 

A budget is a statement of a corporations programs in terms of dollars. Ic, in monetary 

terns. On planning and control, a budge lists the detailed cost of each program. 

6. What is strategy formulation? 

Strategy formulation is the development of long range plans for the effective 

management of environment opportunities and threats, taking into consideration 

corporate strengths and weaknesses. It includes defining the corporate Mission, 

specifying achievable objectives developing strategic and scatting policy guide lines. 

7. What is a Mission? 

An organization‘s mission is its purpose or the reason for its existence a well 

conceived mission statement defines the fundamental unique purpose that sets a 
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company apart from other forms of its type and identifies the scope of the company‘s 

operation interns of products offered and markets served. It puts into words not only 

what the company is now but, what it wants to become. 

8. What are objectives? 

Objectives are the end results of planned activity they state what is to be 

accomplished by when and should be quantified of possible. The achievement of 

corporate objectives should result in the fulfillment of the corporation‘s mission. 

9. What is Evaluation and control? 

Evaluation and control is the process by which corporate activities and performance 

results are monitored so that actual performances can be companied with desired 

performance. Manager at all levels use resulting information to take corrective action 

and resolve problems. 

10. What are the Responsibilities of the Board of Directors? 

• Setting corporate strategy, overall direction mission or vision 

• Succession: baring and firing the CEO and top management 

• Controlling, monitoring, or supervising top management. 

• Reviewing and approving the use of resources. 

• Caring for stockholder interests 

11. What are the responsibilities of the CEO? 

• Provide exclusive leadership and a strategic vision 

• Manage the strategic planning process CEO articulates a strategic vision for the 

corporation. CEO not only communication high performance standards, but also 

shows, 

• Confiding in the followers abilities to meet these standards. 

12. What are the four responsibilities of business? 

• Economic responsibility 

• Legal Responsibility 

• Ethical Responsibility 

• Discretionary Responsibility 

13. What is a strategic type? 

Strategic type is a category of firms based on a common strategic orientation and a 

combination of structure, culture and processes consistent with that strategy. There 

are 4 strategic types. Defenders, prospectors, Analyzers and Reactors. 
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14. What is a defender? 

Defenders are Romanics with a limited product line. Those fours on improving the 

officered of their existing operations they won‘t try to innovate in new areas. 

15. What are prospectors? 

Prospectors are companies with fairly broad product line those fours on product 

innovation and market opportunities. This sales orientation makes them somewhat 

inefficient. They tend to emphasis inactivity over efficiency. 

16. What are analyzers? 

Analyzers are companies that operate in at least different product market areas, one 

stable and one variable. In the stable area efficiency is emphasized. In the variable 

area innovation is emphasized. 

17. What are reactors? 

Reactors are companies that lack a consistent strategy-structure-culture relationship. 

Their responses to environment presumes fend to be piece-meal strategic changes. 

18. How do resources determine competitive advantage? 

• Identify and classify the firm‘s resources in terms of strengths and weaknesses. 

• Combine the firm‘s strengths into specific capabilities-these are core competitive 

• Appraise the profit potential of their resources and competencies in terms of their 

potential for sustainable. Competitive advantaged the ability to harvest the profits 

resulting from the use of these resources and capabilities. 

• Select the strategy that best exploits the firm‘s resources and competencies relative 

to external opportunities. 

• Identify resource gaps and invest in upgrade weaknesses. 

19. What is durability? 

Durability is the rate at which firms underlying resources and capabilities depreciate 

or become obsolete. New technology can make a companies are competency obsolete 

or irrelevant. 

 

PART B 

1. Explain about Corporate level Strategy elaborately.  

2. Discuss about Strategic Alliance in detail:  

 

3. What do you understand from mckinsey‘s 7s framework: 
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4. In what way Distinctive Competitiveness is useful for the organizations:  

5. What is Balanced Scorecard? Explain it in detail: 

6. Environmental Threat and Opportunity Profile (ЕТОР)! 

7. What is SWOT analysis? Explain in detail.    

8. Describe Gap Analysis technique with clear sketch.  

9. Explain in detail about Building and Re-structuring a corporation:  

10. Explain Strategy in Global Environment in detail.  

11. Enumerate Global Strategic Alliance with suitable examples:  

12. 13.Discuss Strategic choice in detail.   

 

UNIT – 4: STRATEGY IMPLEMENTATION & CONTROL 

PART-A 

1. What is limitability? 

Limitability is the rate at which firms underlying resources and capabilities or cores 

competencies can be duplicated by others. To the extent that a firms distinctive 

competency gives it competitive advantage in the market place. Expatiators. Will do 

what they can to skills and capabilities. A core competency can be easily limited to 

the extent that it is transparent transferable and replicable. 

2. What is transparency? 

Transparency is the spared with which other firms can understand the relationship of 

resources and capabilities supporting a successful firms strategy. 

3. What is Transferability? 

The ability of competitors to gather the resources and capabilities necessary to 

support a competitive challenge. 

4. What Reliability? 

The ability of competitors to use duplicated resources and capabilities to imitate the 

other success. 

5. What is Value –Chain? 

A Value chain is a linked set of value enacting activities beginning with basic raw 

materials coming from suppliers, moving on to a series of value-added activities 

involved in producing and marketing a product or service and ending with distributors 

getting the final goods into the hands of the ultimate customer. 

6. What is a Marketing mix? 
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The marketing mix is the particular combination of they variables under the 

corporations control that it can use to affect demand and to gain competitive 

advantage. These variables are products, promotion price and place. 

7. What is product life cycle? 

• Introduction 

• Growth 

• Maturity 

• Decline 

Product Life cycle is a graph showing time plotted against sales of a product as it 

moves from introduction through growth and maturity to decline. 

8. Differentiate between economics of scope and economics of scale? 

Economics of scope means common parts of the manufacturing activities of various 

products are combined to gain economics even through small numbers of each 

product are made. Economic of scale means units costs are reduced by making large 

numbers of the same products. 

9. What is propitious niche? 

Propitious niche is a company‘s specific competitive that is so well suited to 

the firms internal and external environment that other corporations are not likely to 

challenge or dislodge it. 

10. What is Flanking Manoeuvre? 

Rather than going straight for a competitive position of strength with a frontal assault 

a firm may attack a part of the market, where the competitor is weak. This is called 

flanking manoeuvre. 

11. What is Organization Development or OD? 

OD is a complex educational strategy designed to increase organizational 

effectiveness and wealth through planned inventions by a consultant using theory and 

techniques of applied behavioral science. 

12. What is Job Enrichment? 

Job enrichment is a conscious effort to build into jobs a higher sense of challenge and 

achievement. In a job enrichment program, the worker decides how the job is 

performed, planned and controlled and makes more decision concerning the entire 

process job. Employee decides how the job will be performed and receive less direct 

supervision on the job. Consequently the employee receives a greater sense of 



BA7032                                                                                   STRATEGIC MANAGEMENT 

 

129 
SCE                                                                                      DEPARTMENT OF MANAGEMENT 
SCIENCES 

accomplishment as well as more authority and responsibility and job satisfaction. This 

in turn contributes for batten employee performance and higher productivity. 

13. What is organization structure? 

Organizational structure is an established pattern of relationships among the 

component parts of an organization. Structure is made up of three component parts. 

Complexity, formalization and centralization. Complexity refers horizontal 

differentiation vertical differentiation and location differentiation. Formalization 

refers to the degree to which the jobs within the organization are standardized. High 

standardization of jobs results in less freedom and discretion. Centralization refers to 

the degree to which decision making is concentrated. 

14. What is Band Loyalty? 

It is the buyer‘s preference for the products of any established company. A company 

can create brand loyalty by providing high quality products; goods after sales service 

continuous advertising of its brand name and company name, patent protection of 

product, product innovation achieved through company research and development 

programs. 

15. What is Economics of Scale? 

Economics scale another relative cost advantages associated with large volumes of 

production that lower a company‘s cost structure. 

Sources of Scale Economics include. 

• Cost reductions gained through mass producing a standardized output. 

• Discounts on bulk purchases of raw materials and component parts. 

• Advantages gained by spreading fixed phony cost over large production 

• Volume. 

16. What is customer switching cost? 

The costs arise open a customer switches from one company‘s product to another 

company is called customer switching cost switching from one product to another, 

costs the customer, time, money and energy. When the switching cost is high, 

customers can be locked into the product offerings of established companies. E.g. 

Microsoft‘s windows Operating System. 

17. What is a Fragmented Industry? 

Fragmented Industry consists of a large number of small or medium sized companies 

none of which is in a position is determine Industry price. 
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18. What is a Consolidated Industry? 

A consolidated industry is dominated by a small number of large companies and they 

any in a position to determine industry prices. 

19. What is Bargaining power of buyers? 

Bargaining power of buyers refers to the ability of buyers to bargain down prices 

charged by companies or raise the cost of the product by demanding better quality 

product. 

20. What is bargaining power of suppliers? 

Bargaining power of suppliers refers to the ability of suppliers to raise input prices or 

to raise the cost of the industry by providing poor quality inputs. 

 

PART-B 

1. Discuss about Strategy Implementation and Evaluation in detail. 

2. Describe Designing Strategic Control Systems in detail. 

 

UNIT – 5: OTHER STRATEGIC ISSUES 

PART-A 

1. Differentiate between product innovation and process innovation? 

Product innovation is the development of products that are new to the world or have 

superior attributes to existing products. Process innovation it the development of a 

new process for producing products and delivering them to customers. Product 

innovation creates value by creating new products that customers perceive as more 

desirable this increasing the company‘s pricing option. Process innovation often 

allows a company to create more value by lowering production costs. 

2. What is bench marking? 

The process of measuring the company against the products. Practices and services of 

some of its most efficient global competitors. 

3. What is technological Myopia? 

When a company gets blinded by the wizardry of a new technology and fails to 

examine whether there is customer demand for the product, it is called Technological 

Myopia. 

4. What is Product Proliferation? 

Companies having broad product lines produce a range of products aimed at different 
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in abet segment. Sometimes to reduce the threat of entry, they expand the range of 

products they make to fill a wide variety of riches. This creates a barrier to entry 

because potential competitors now find it harder to break into an industry in which all 

the riches are filled. This strategy of pursuing a broad product line to Deter entry is 

known as product proliferation. 

5. What is Location Economics? 

Location economics are the economic benefits that arise from performing a value 

creation activity in the optimal location for that activity wherever in the world that 

might be. 

6. What is licensing? 

It is specialized from of licensing in which the franchisee not only sells intangible 

property to the franchisee but also insists that the franchises agree to abide by strict 

rules as to how it does business. The franchiser will also assist the franchisee to run 

the business on an ongoing basis and receives a royally payment. 

7. What is a wholly owned subsidiary? 

Wholly owned subsidiary is one in which the parent company owns 100 present of the 

subsidiary stock. To establish a wholly owned subsidiary in a foreign market. A 

company can either set up a completely now operation in that country or acquire an 

established host country company and use it to promote its products in the host 

market. 

8. What is Full Integration? 

A company achieves Full integration when it produces all of a particular input needed 

for its process or disposes all of its output through its own operation. 

9. What is Taper Integration? 

Taper Integration occurs when a company buys from independent suppliers in 

addition to company owned suppliers or disposes of its output through independent 

outlets in addition to company owned outlets. 

10. What is Diversification? 

It is the process of adding new businesses to the company that are district from its 

established operations. A diversified or multi business company is one that is 

involved in two or more district industries. 

11. What is Economics of Scope? 

That cost reductions associated with sharing resources across businesses. 



BA7032                                                                                   STRATEGIC MANAGEMENT 

 

132 
SCE                                                                                      DEPARTMENT OF MANAGEMENT 
SCIENCES 

12. What is bureaucratic cost? 

The cost increases that arise in large complex organizations due to managerial in 

efficiencies. This is a function of 9i) no. of businesses in a company‘s follows (ii) the 

extent of co-ordination required among the different businesses of the company in 

order to realize value from a diversification strategy. 

13. What is bidding strategy? 

The strategy adopted by the acquirer to reduce the price it must pay for the acquisition 

candidate. Hence the most effective thing an acquirer can do is make only friendly 

takeover bids. 

14. What is mean by Management buyout (MBO) Selling of a business Unit to its 

management. 

15. What do you mean by stakeholder? 

Stakeholders are individuals of or groups with interest claim, or stake in the company 

in what it does and in how well it performs. They include stock holders, creditors, 

employees, customers the communities and the general public. 

16. What are the different types of stakeholders? 

Internal stakeholders are stakeholders and employees including executive officers, 

other managers and board members. 

17. What are External stakeholders?                                                                                             

External stakeholders are all other individuals and group that have some claim on the 

company. Typically this group comprises customers, suppliers, on editors, 

governments unions, local communities, and the general public. 

18. What is PIMS? 

It means profit impact on marketing strategy. 

19. What is Standardization? 

It refers to the degree to which a company specifies decision making and coordination 

processes so that employee behavior becomes predictable. 

PART-B 

1. Discuss about Strategy Implementation in detail. 

2. Discuss the strategies for the Internet Economy  

3. Discuss about Business Models:  

4. Discuss the Strategic issues for Non-Profit organizations.   
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M.B.A DEGREE EXAMINATION, NOV/DEC 2014 

 

Third Semester 

 

BA 7032 – STRATEGIC MANAGEMENT 

 

(Regulation 2013) 

 

PART A – (10*2=20 Marks) 
 
 

1. What is Environmental Scanning?  

 

2. Define Corporate Governance.  

 

3. Write the name of factors in Task environment.  

 

4. What is SBU?  

 

5. What is Balanced Scorecard?  

 

6. Define Tactics.  

 

7. What do you mean by ‗Strategic Implementation?‘  

 

8. Define Reengineering.  

 

9. Define Intrapreneurship.  

 

10. What is the meaning of ‗Strategic Piggybacking‘?  

 

PART B – (5*16=80 Marks) 

 

11.a)  Explain the basic elements of strategic management process. 

 

11.b) What recommendations would you make to improve effectiveness of today‘s 

board of directors? 

 
12.a) What is relevance of the resource based view of the firm to strategic 
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management in a global environment? 

 

12.b) Discuss how a development in a corporations societal environment can affect 

the corporations through its task environment. 

 
13.a)  What is portfolio analysis? Explain the components of portfolio analysis. 

 

13.b) Define functional strategy. Explain various functional strategies in an 

organization. 

 
14.a)  Describe the steps in strategic evaluation and control process. 

 

14.b) How can a corporate keep from sliding into the decline stage of the 

organizational life cycle? 

15.a)  How can a company develop a corporate entrepreneurship culture? 

 

15.b) What considerations should small business environment keep in mind when the 

company grows and develops over time? 

 
 
 
 

M.B.A. DEGREE EXAMINATION, MAY/ JUNE 2014 

 

Third Semester 

 

BA  7032 – STRATEGIC MANAGEMENT 

 

(Regulation 2013) 

 

PART A – (10*2=20 Marks) 

 

1. What is Business Strategy?  

 

2. Define Ethics.  

 

3. What do you mean by ‗Strategic Myopia‘?  

 

4. What is Core Competency?  

 

5. Define Joint Ventures.  

 

6. Give any two examples of Conglomerate Diversification.  
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7. What is Job enrichment?  

 

8. Define Corporate Culture.  

 

9. Define Corporate Entrepreneurship.  

 

10. What is the meaning of ‗Entrepreneurial Venture‘?  
 
 
 
 
 

PART B – (5*16=80 Marks) 

 

11.a)  Explain the steps involved in strategic Decision Making Process. 

 

11.b) Discuss the relationship between Social Responsibility and Corporate Governance. 

 

12.a) How can a decision maker identify strategic factors in the Corporation‘s External and International 

Environment? 

 

12.b) In what ways can a corporation‘s structure and culture be internal strengths or weakness. 

 

13.a) Define Directional Strategy and explain the dimensions of Directional Strategy. 

 

13.b) Define Strategy. Explain the factors to be considered for selecting the best strategy. 

 

14.a) How should an Owner-Manager prepare a company for its movement in Organizational Life Cycle? 

 
14.b) Explain the primary measures of Corporate performance in Strategic Evaluation. 

 
15.a)  What is impact of Strategic Management on Not-for-Profit organization? 

 

15.b) Define Innovation. What are the characteristics of an attractive industry from an Entrepreneur‘s point 

of view? 

 
 

 

M.B.A DEGREE EXAMINATION, NOV/DEC 2013 

 

Third Semester 

 

BA  7032 – STRATEGIC MANAGEMENT 

 

(Regulation 2013) 
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PART A – (10*2=20 Marks) 
 
 

1. What is strategy?  

 

2. What is Corporate Governance?  

 

3. What is competitive advantage?  

 

4. What are core competencies?  

 

5. What is vertical integration?  

 

6. What is hostage taking?  

 

7. What is strategic change?  

 

8. What is strategic control?  

 

9. What are non-profit organizations?  

 

10. What are entrepreneurial ventures?  

 

PART B – (5*16=80 Marks) 

 
11.a) Explain the detail components of strategic management process.  

 

11.b) Explain the various governance mechanisms followed to remove incompetent or ineffective 

managers. 

 

12.a) Explain the Porter‘s Five Forces Model to analyze competitive forces in an industry 

environment. 

 

12.b) Explain the four generic building blocks of competitive advantage. How to achieve this 

competitive advantage and make it durable? 

 
13.a) Explain the various strategies to manage rivalry in mature industries. 

 

13.b) What are strategic alliances? Explain their advantages and disadvantages. How to make strategic 

alliances work successfully? 

 

14.a) What is the role of organizational structure on strategy implementation. Explain the two types of 
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organizational design concepts that decide how a structure will work. 

    14.b) What is Organizational Conflict? What are its sources? Explain its process. Suggest strategies to 

resolve it. 

15.a) Why failure rate with regard to innovations is high? Elaborate the various steps to build a 

competency in innovation and avoid failure. 

 

15.b) Read the case given below and answer the questions given at the end. 

 

 

 

 

 

 

 

 

M.B.A DEGREE EXAMINATION, MAY/JUNE 2014 

Third Semester 

BA 7032 – STRATEGIC MANAGEMENT (Regulation 2013) 

PART A – (10*2=20 Marks) 

 

1. Define Strategic Management.  

 

2. What is Corporate Social Responsibility?  

 

3. Explain the concept of Competitive advantage.  

 

4. What is PEST analysis?  

 

5. What are the 3 forms of diversification? State the means and mode of diversification.  

 

6. What is disinvestment?  

 

7. Explain strategy implementation.  

 

8. What are the primary measures of corporate performance?  

 

9. What is corporate entrepreneurship?  
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10. Give the characteristics of innovative entrepreneurial culture. PART B – (5*16=80 Marks)  

 

11.a) How does strategic management typically evolve in a corporation? 11.b) Illustrate the strategic 

planning process.  

 

12.a) Discuss porters model for analyzing Industries and Competitors  

 

12.b) Briefly discuss the five generic business level strategies. 

 

13.a) What are Grand Strategies? Explain the various retrenchment strategies a firm may follow. 

 

13.b) Explain the cooperative strategies used to gain competitive advantage within an industry. 

 

14.a) Describe the steps in designing an effective control system. 

 

14.b) Illustrate the pattern of structural development corporations follow as they expand and grow. 

 

15.a) Discuss the factors affecting new venture success. 

 

15.b) What are the impact of constraints on strategic management that are peculiar to non-profit 

organizations? 

  

M.B.A DEGREE EXAMINATION, NOV/DEC 2013 

Third Semester 

BA 7032 – STRATEGIC MANAGEMENT 

(Regulation 2013) 

PART A – (10*2=20 Marks) 

 

1. Define vision and mission with examples.  

 

2. What are planned and reactive strategies?  

 

3. What is strategic intent?  

 

4. What are operating strategies?  

 

5. What is Global compact and global reporting initiative?  
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6. Differentiate TQM from Reengineering.  

 

7. What are adaptive cultures? Give examples.  

 

8. What is value chain approach to strategy?  

 

9. What is ‗brick and click‘ strategy?  

 

10. What are the issues in alliances with foreign companies?  

 

PART B – (5*16=80 Marks) 

 

11.a) What are the typical industry‘s dominant economic features that drive business strategy. 

 

11.b) Explain Michael Porter‘s five forces model along with three generic strategies. 

 

12.a) What are key success factors? How do we classify them? (or) 

 

12.b) What are the possible strengths of an organization identified as part of the SWOT analysis? 

 

13.a) What were the mistakes committed by the early internet entrepreneurs? (or) 

 

13.b) What are three options for achieving cost competitiveness? 

 

14.a) What are the advantages and disadvantages of outsourcing? (or) 

 

14.b) What are the factors that affect alliances with foreign companies? 15.a) What are the different 

types of strategy supportive cultures? 

 

15.b) Is corporate social responsibility with business sense justified? Explain the issues in the emerging 

competitive markets. 
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M.B.A DEGREE EXAMINATION, MAY/JUNE 2012 

Third Semester 

BA 9302 – STRATEGIC MANAGEMENT (Regulation 2009) 

PART A – (10*2=20 Marks) 

 

1. What is meant by corporate strategy?  

 

2. What is environment scanning?  

 

3. What is strategic fit?  

 

4. What are strategic business units?  

  

5. What is value chain partnership?  

 

6. What is conglomerate diversification?  

 

7. What is organizational life cycle?  

 

8. What is strategy-culture compatibility?  

 

9. Are performance based-budgets suitable for non-profit organizations?  

 

10. Does small business require strategic planning?  

 

PART B – (5*16=80 Marks) 

 

11.a) Explain the information needed for proper formulation of strategy. 

 

11.b) What measures would you suggest for effective corporate governance? 
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12.a) According to Porter, what determines the level of competitive intensity in an industry. 

 

12.b) Discuss how a development in a corporations societal environment can affect the corporations 

through its task environment. 

 

13.a) What are the advantages and disadvantages of being a first mover in an industry. Give some 

examples of first mover and later mover firms. Were they successful? 

 

13.b) Compare and contrast SWOT analysis and portfolio analysis. 

 

14.a) What are some ways to implement a retrenchment strategy without creating a lot of resentment and 

conflict with labor unions. 

 

14.b) Explain the salient techniques of strategic evaluation and control. 

 

15.a) How can a company develop a corporate entrepreneurship culture? 

 

15.b) What are the popular strategies adopted by Non-Profit organizations? 

 

 

M.B.A DEGREE EXAMINATION, NOV/DEC 2011 

Third Semester 

BA  9302 – STRATEGIC MANAGEMENT 

(Regulation 2009) 

PART A – (10*2=20 Marks) 

 

1. Corporate Governance  

2. Corporate Strategy.  

3. TOWS matrix.  

4. Strategic Myopia  

5. Merger  

6. Balance Score Card.  

7. Strategic Business Unit  

8. Program  

9. Intrapreneur  

10. Strategic Piggybacking  
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PART B – (5*16=80 Marks) 

 

11.a) Explain the steps involved in Strategic Decision Making Process. 

11.b) ― It is very difficult to implement Corporate Governance in Indian Business Environment‖. 

Discuss. 

12.a) Discuss how a development in a Corporation‘s Societal environment can effect the Corporation 

through its task environment. 

12.b) Elaborate the process of strategy formulation through TOWS matrix and explain with example. 

13.a) Define Functional Strategy. Discuss the different phases in functional strategy. 

13.b) Explain the role of portfolio analysis in Corporate Strategy formulation. 

14.a) How can a corporation keep from sliding into the decline state of the Organizational life? Explain. 

14.b) Explain the steps in managing Corporate Culture. 

15.a) Elaborate the sub stages in small Business Development. 

15.b) Read the following example of a company that has had its share of successes and failures in a very 

unique industry. Consider the questions at the end of the paragraph and discuss them with others. 

Kinder-Care Learning Centers had been founded to take advantage of the increasing numbers of dual-

career couples who were turning to day-care centers to watch their children while they were at work. In 

comparison to some centers that were nothing more than babysitting services providing only minimal 

attention to the needs of the children. Kinder-Care offered pleasant surroundings staffed by well-trained 

personnel. Soon kinder-Care had over 1,000 centers in almost 40 cities in the United States. Not satisfied 

with its success,however,Kinder-Care‘s top management decided to take advantage of its relationship with 

working parents to diversify into the somewhat related business of banking, insurance and retailing. 

Financed through junk bonds, the strategy failed to bring in enough cash to pay for its implementation. 

After years of losses, the company was driven to bankruptcy in the later 1980s. 

It emerged from bankruptcy in 1993,divested of its acquisitions and pledged to stay away from 

diversification. The new CEO initiated a concentration strategy with an emphasis on horizontal growth. 

Kinder-Care opened its first center catering expressly to commuters in a renovated supermarket near the 

Metro line to Chicago. It also offered to build child-care centers for big employers or to run existing 

facilities for a fee. 

It opened its first overseas center in Britain. By 1996, the company was earning $21.7 million on 

revenues of $506.5 million with centers in 38 states and the United Kingdom. 

i) What did this company do right?  

ii) What mistakes did it make?  

iii) Do you think it made the right decision to grow internationally?  

iv) Should it expand further? If so, what corporate strategy should it use?  
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M.B.A DEGREE EXAMINATION, MAY/JUNE 2012 

Third Semester 

BA 9302 – STRATEGIC MANAGEMENT (Regulation 2009) 

PART A – (10*2=20 Marks) 

 

1. Strategic Management  

2. Corporate Governance.  

3. Core Competency.  

4. Micro-Environment.  

5. Balance Score Card.  

6. Conglomerate Diversification  

7. Politics.  

8. Cross Culture Management  

9. Intrapreneurship  

 10. Not for-profit Organization 

 

PART B-(5*16=80 Marks) 

 

11a.) Explain the steps involved in Strategic Planning Process. 

 

11b.) Elaborate the concept of corporate Governance and Social Responsibility with reference to Indian 

Scenario. 

12a.) Describe the forces for driving industry competitions as per Michael E. Porter model. 

12.b) Discuss the meaning and types of Competitive Strategies and Tactics. 

13.a) Explain the concept of BCG Matrix and GE Business Screen 

13.b) Describe the detailed features of Corporate directional strategies with example. 

14.a) Enumerate the different stages of Organizational life cycle and highlight the suitable strategies in 

each stage.  

14.b) Explain the steps involved in Managing Corporate Culture. 

15.a) Discuss the sub stages in Small Business development 

15.b)Explain how can a company develop a corporate Entrepreneurship Culture. 
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Case Study:  

 

GETTING IT RIGHT AT McDonalds 

 

In the restaurant business maintaining product quality is a major problem because the quality of food, 

service, and the restaurant premises varies with the chefs and waiters as they come and go. If a customer 

gets a bad meal or poor service or dirty silverware, not only that customers may be lost, but other potential 

customers, too, as negative comments travel by word of mouth. Consider then the problem Ray Croc, the 

man who pioneered McDonald‘s growth, faced when McDonald‘s franchises began to open by the 

thousands throughout the US. How could be maintain product quality to protect the company‘s reputation 

as it grew? Moreover, how could he try to increase efficiency and make the organization responsive to the 

needs of customers to promote its competitive advantage? Kroc‘s answer was to develop a sophisticated 

control system, which specified every detail of how each McDonald‘s restaurant was to be operated and 

managed. 

 

Kroc‘s Control System was based on several components. First, he developed a comprehensive system 

of rules and procedures for both franchise owners and employees to follow in running each restaurant. The 

most effective way to perform such tasks as cooking burgers, making fries, greeting customers, or cleaning 

tables was worked out in advance, written down in rule books‘, and then taught to each McDonald‘s 

manager and employee through a formal training process. For example, prospective franchise owners had 

to attend ‗Hamburger University‘ the company‘s training centre in Chicago, where in an intensive, month-

long program they learnt all aspects of a McDonald‘s operation. In turn, they were expected to train their 

work force and make sure that employees understand operating procedures 

 

thoroughly. Kroc‘s goal in establishing the system of rules and procedures was to standardize. 

McDonald‘s activities so that whatever franchise customer walked into they would always find get what 

they expect from a restaurant, the restaurant has developed superior customer responsiveness. 

 

However, Kroc‘s attempt to control quality went well beyond written rules and procedures specifying 

task activities. He also developed McDonald‘s franchise system to help the company control its structure 

as it grew. Kroc believed that a manager who is also a franchise owner (and receives a large share of the 
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profits) is more motivated to maintain higher efficiency and quality than a manager paid on a straight 

salary. Thus McDonald‘s reward and incentive system allowed it to keep control over its operating 

structure as it expanded. Moreover, McDonald‘s was very selective in selling its franchises; the franchises 

had to be people with the skills and capabilities to manage the business, and franchise could be revoked if 

the holder did not maintain quality standards. 

 

McDonald‘s managers frequently visited restaurants to monitor franchises, and franchises were allowed 

to operate their restaurant only according to McDonald‘s rules. For instance, they could not put in a 

television or otherwise modify the restaurant. McDonald‘s was also able to monitor and control the 

performance of its franchises through output control. Each franchise provided McDonald‘s with 

information on how many meals were sold, on operating costs, and so forth. So using this mix of personal 

supervision and output control, managers at McDonald‘s corporate headquarters would quickly learn if 

sales in a franchise declined suddenly, and thus they could take Corrective action. 

 

Within each restaurant, franchise owners also paid particular attention to training their employees and 

instilling in them the norms and values of quality service. Having learned about McDonald‘s core cultural 

values at their training sessions, franchise owners were expected to transmit McDonald‘s concepts of 

efficiency, quality, and customer service to their employees. The development of shared norms, values, and 

an organizational culture also helped McDonald‘s standardize employee behavior so that customer would 

know how they would be treated in a McDonald‘s restaurant. Moreover, McDonald‘s tried to include 

customers in its culture. It had customers but their own tables, but it also showed concern for customer 

needs, by building playgrounds, offering Happy Meals, and organizing birthday parties for customer‘s 

children. In creating its family oriented culture, McDonald‘s was ensuring future customer loyalty because 

satisfied children are likely to remain loyal customers as adults. 

 

Through all these means, McDonald‘s developed a control system that allowed it to expand its 

organization successfully and create an organizational structure that has led to superior efficiency, quality, 

and customer responsiveness. Its control system has played an important role in McDonald‘s becoming the 

largest the most successful fast-food company in the world, and many other fast-food companies have 

imitated it. 

 

QUESTIONS 

 

1) What were the main elements of the control system created by Ray Kroc?  

 

3) In What ways would this control system facilitate McDonald‘s strategy of global expansion? 

 

 


	page77
	page81
	page85
	page87
	page89
	page91
	page93
	page95
	page97
	page99
	page101
	page109
	page111
	page113
	page115
	page119
	page121
	page123
	page125
	page127
	page129
	page131
	page135
	page137
	page139
	page141
	page143
	page145
	page147
	page147
	page149
	page149
	page151
	page151
	page153
	page155
	page159
	page161
	page163
	page165
	page167
	page167
	page169
	page171
	page177
	page179
	page181
	page183
	page185
	page187
	page189
	page193
	page195
	page197
	page197
	page199
	page201
	page203
	page203
	page205
	page207
	page207
	page209
	page211
	page211
	page213
	page217
	page219
	page219
	page221
	page221
	page223
	page223
	page225
	page227
	page229
	page229
	page233
	page235
	page235
	page237
	page241
	page245
	page249
	page251
	page253
	page255
	page255
	page257
	page259
	page263
	page265
	page267
	page267
	page269
	page271
	page273
	page281
	page283
	page285
	page287
	page291
	page291
	page293
	page295
	page297
	page299
	page299
	page301
	page301
	page303
	page303
	page305
	page307
	page31
	page33
	page35
	page37
	page39

