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Message for the Students

Dr. Babasaheb Ambedkar Open (University is the only state Open University,
established by the Government of Gujarat by the Act No. 14 of 1994 passed
by the Gujarat State Legislature; in the memory of the creator of Indian
Constitution and Bharat Ratna Dr. Babasaheb Ambedkar. We Stand at the
seventh position in terms of establishment of the Open Universities in the
country. The University provides as many as 54 courses including various
Certificate, Diploma, UG, PG as well as Doctoral to strengthen Higher
Education across the state.

On the occasion of the birth anniversary of Babasaheb Ambedkar, the Gujarat government secured a
quiet place with the latest convenience for University, and created a building with all the modern
amenities named ‘Jyotirmay’ Parisar. The Board of Management of the University has greatly contributed
to the making of the University and will continue to this by all the means.

Education is the perceived capital investment. Education can contribute more to improving the quality of
the people. Here I remember the educational philosophy laid down by Shri Swami Vivekananda:

“We want the education by which the character is formed, strength of mind is
Increased, the intellect is expand and by which one can stand on one’s own feet”.

In order to provide students with qualitative, skill and life oriented education at their threshold. Dr.
Babaasaheb Ambedkar Open University is dedicated to this very manifestation of education. The
university is incessantly working to provide higher education to the wider mass across the state of Gujarat
and prepare them to face day to day challenges and lead their lives with all the capacity for the upliftment
of the society in general and the nation in particular.

The university following the core motto ey uyze qu: does believe in offering

enriched curriculum to the student. The university has come up with lucid material for the better
understanding of the students in their concerned subject. With this, the university has widened scope for
those students who

are not able to continue with their education in regular/conventional mode. In every subject a dedicated
term for Self Learning Material comprising of Programme advisory committee members, content writers
and content and language reviewers has been formed to cater the needs of the students.

Matching with the pace of the digital world, the university has its own digital platform Omkar-e to
provide education through ICT. Very soon, the University going to offer new online Certificate and
Diploma programme on various subjects like Yoga, Naturopathy, and Indian Classical Dance etc. would
be available as elective also.

With all these efforts, Dr. Babasaheb Ambedkar Open University is in the process of being core centre of
Knowledge and Education and we invite you to join hands to this pious Yajna and bring the dreams of Dr.
Babasaheb Ambedkar of Harmonious Society come true.

v
Prof. Ami Upadhyay

Vice Chancellor,

Dr. Babasaheb Ambedkar Open University,
Ahmedabad.
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Unit: 1
Introduction to Strategic Management

1.1 Introduction

1.2 Definitions of Strategy

1.3 Definitions of Strategic Management
1.4 Development of Strategic Management
1.5 Nature of Strategic Management

1.6 Process of Strategic Management:

1.7 Importance of Strategic Management
1.8 Policy against Tactics versus Strategy

1.9 The Limitations of Strategic Management

> Exercise

1.1 Introduction

The term Strategy has been derived from Greek Word "Strategia" which
means generalship or art and science of directing like military forces and disciplines.
It has its origin in military science. The Head military forces "general" has to deploy
his resources in such a manner which ultimately results into a success in a competitive

ware fare.

Strategic Management is a highly popular subject of focus in management. It
concerns with the development, planning execution, and evaluation of decisions
across departments that help the organization in reaching its goals for the future.
The term "coordination" indicates a structured and flexible strategy by business
organizations that connects their strengths and weaknesses to the external

environment for the purpose to set up a sustainable competitive edge.

Strategic management at the level of learning involves different fields of study
including the economics for the competitive evaluation and to understand market
theories, sociology for management behaviour and to understand culture, psychology
for executive leadership and decision-making, and information science for scanning
the environment and intelligence gathering. Hence, it's essentially a field that is

multidisciplinary.

Strategic management is a useful, changing structure that the works Institutions

Spanning to large multinational companies to small enterprises, non-profit businesses,

Strategic Management



Strategic Management

and the government organizations in developing continuous competitive advantages
and obtaining their goals for the future. Based on a general point of view, it links the
current situation of an organization that the future it wants by specifying its goals, its
new tactics or strategies for growth, and the financial assets and abilities that it is

going to use through the process.

1.2 Definitions of Strategy

According to Alfred D. Chandler "Strategy involves defining the long-term
goals and objectives of an organization, along with selecting appropriate actions

and allocating resources required to achieve these goals."

According to Igor Ansoff "Strategy is a decision-making framework defined

by product or market scope, growth vector, competitive advantage, and synergy."

According to Henry Mintzberg "Strategy creates an organized structure within
a series of decisions." he defined five definitions of strategy, known as the 5 Ps:
Plan, Pattern, Position, Perspective, and Ploy, emphasizing that strategy may not

necessarily be intentional but can also develop from activities over time.

According to Michael Porter "Strategy involves uniqueness. It means the
intentional selection of an alternative variety ofactivities in order to deliver a unique
set of values." He defined transitioned emphasis from strategic planning to competitive

positioning and differentiation.

According to William F. Glueck "A strategy is a connected, integrated plan
that connects the firm's strategic advantages with environmental problems, aimed
at ensuring the achievement of the enterprise's fundamental objectives through

effective organizational execution."

1.3 Definitions of strategic Management

Strategic Management is a continual process of planning, working, monitoring,
and going through strategies that help the organization to accomplish its targets

goals and sustain its competitiveness as its operations conditions.

According to Fred R. David "strategic management is the art and science of
developing, implementing, and assessing cross-functional decisions that facilitate

an organization in obtaining its objectives.

According to Wheelen and Hunger "strategic management as a collection of

managerial decisions and actions that affect a corporation's future success.

For example, we can look at Ambani's firm Reliance Industries as and a

reminder of great strategic management. Reliance's moves into communications in



the year 2016 in the retail sector with Reliance Online Shopping, and digital platforms

like Jio Mart is and Jio Cinema show that the business has a carefully planned,

strategic, and effective plan for managing every aspect of Indian consumer society.

Every stage was held up by allocation of resources, an observation of how

competitive it was, and an understandable strategy for the future.

1.4 Development of Strategic Management

Over the last hundred years, strategic management has changed a lot as a

formal academic and professional field. Its evolution can be delineated into several

separate phases, each indicative of the prevailing intellectual, economic, and

technological milieu of'its time.

>

Before the 1950s: Making a Budget and planning money you have

Before strategic management became a formal thing, planning for an
organization mostly meant making budgets and predicting how much money
it will make. Companies were mostly concerned with their yearly budgets
and how well they worked. The concepts of Frederick Winslow Taylor for
scientific management and the ideas of Henri Fayol about management both
had an immense impact on the way that humans thought. Both of these ideas
stressed efficiency, standardization, and hierarchical control over long-term

strategic orientation.
1950s and 1960s: for Future Planning

The financial crisis that occurred after the Second World War made the
situation relatively secure and growth predictable especially in the United
States of America. In this environment, businesses initially began to plan for
the long term, making estimates that went beyond yearly budgets and into
the future for several years. The idea behind this method was that the future
would be quite similar to the past, which made generalization a good way to
plan. Big companies like General Electric became well known for their
complex structures for planning in the future.

1960s and 1970s: Corporate Strategy and Business Strategy Growth

In the 1960s, thinking strategically developed into an individual field of
business management. Harvard College of Business developed the "Business
and Public Policy" program that assists students evaluate more strategically
by using case studies or such examples. Alfred Chandler's innovative book
"Strategy and Structure" in the year 1962 described how corporate strategy
and the structure of organizations are related to one another. Igor Ansoff's
"Corporate Strategy” in the year 1965 was one of'the first arranged principles
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for strategic planning or business strategy. It executed the famous matrix
from Ansoff'to expand its markets and make exciting new goods.

1970s and 1980s: Strategy for Competitiveness and Positioning

The 1970s were a time of economic uncertainty, using oil crises, inflation,
and increasing international competition. This indicates how mathematical
planning for the future failed to succeed. The area moved to competitive
planning, with professionals as well as scholars focusing on ways for businesses
to create a sustainable competitive advantage within the industries they work
in. Michael Porter's "Competitive Strategy” in the year 1980 described the
idea of the Five Forces Framework and universal strategies for competition,
drastically affecting how managers evaluated business sectors and the

competitive environment.
1990s: The perspective based on Resources

As markets became increasingly unstable and it was challenging to sustain
the competitive advantage through positioning only, strategic planning switched
inside for looking at the resources and abilities of the organization in question.
The perspective based on resources, developed by universities such as the
authors Birger Werner felt in 1984, Jay Barney in 1991, and C.K. Prahalad
and Gary Hamel in 1990, suggests that permanent competitiveness depends
onunique, valuable, rare, personal, and irreplaceable resources as well as
vital capabilities. This point of view changed the focus of strategy from the
outside world to the internal strengths of the organization.

2000s to Nowadays: The Strategic Innovative Thinking or ideas and
Innovative Skills

In the digital era, caused by rapid digital technological change, rapid
globalization, and unpredictable dynamics of competition, strategic planning
has grown more focused on an idea of changing ability the power of businesses
to integrate, growth, and change both internal and external skills in response
to rapidly changing situations. Modern strategic management involves the
blue ocean strategy, competition based on platforms, environmental thinking,
sustainability strategy, and the strategic implications of digital transformation

and artificial intelligence.

1.5

Nature of Strategic Management

The most basic idea of strategic management can be understood by its unique

features, which set it apart from traditional management and managerial decision-

making way.



For a Long Time Focus:

Strategic management focuses on making decisions that will have an effect
on the company for a period of three to ten years or more. It doesn't
concentrate on normal daily business operations rather, it concentrates on

the organization's long time focus on strategy.
Holistic thinking and Integrated:

It brings together all the parts of management that work together, like
marketing, finance, human resources, operations, and technology through
Just one strategy. It sees the company as a whole instead ofto be independent

sections.
Future Prospects:

Strategic management covers forecasting developments in the future,
challenges, and opportunities using environmental analysis, forecasting, and

planning for possible situations. It involves planning for a prospective future.
Higher management responsibilities for:

The executive team with managers and higher management take control of
making strategic decisions. Performance includes all levels, though the
concepts and responsibility stay strong at the highest level ofthe organizational

structure.
Power full and Flexible:

Strategy is naturally flexible. It must constantly change with developments in
the external environment competitive strategies or tactics, technological

fluctuations, regulation updates, and changing consumer preferences.
Resource Intensive:

Strategic management is the process of coordinating and allocating important
resources, such as finances, personnel, technological advances, and physical

space, to reach future goals.
Purposeful:

All strategic selections are connected to the organization's purpose, mission
statement, and future objectives. It gives all ofthe organization's operations

a purpose and a direction.
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Concerns Unknown Risk and Unpredictability:

Strategic decisions naturally contain risks related to future outcomes. Strategic
managers have to make decisions even though that they don't know everything

and conditions are unpredictable.

1.6

Process of Strategic Management:

Thompson and Strickland write about how to create a strategic plan in their

book on management.

With the following fine steps: FSCIP

>

Making a plan for the future:

Coming up with a vision for the company and where it will go in the future is
the very first step in strategic management. What does the future show for
the business, in different words? And what it will do?

A strategic vision defines the long-term orientation and defines out the course
for emerging technologies that concentrate on products, markets, and
customers. It shows the way to the future.

Setting goals:

This means turning the company's strategic vision into precise performance
goals that it has to reach. Setting goals that are challenging, have a specific
time limit, and can be measurable. There are two kinds of goals first financial
goals and second strategic goals.

Creating or Making the strategy for Business:

Strategy is the process of coming up with new strategies to carry out things
and determining the one that works most effective at the moment. It entails a
cost-benefit assessment of every option. This requires making important
choices about how to go ahead of the competition, whether that means
being the cheapest, doing something distinctive, or focusing on a given market.

It also involves using resources efficiently.
Implementation or Putting the selected strategy to action:

Management as well as employees help carry out the plan of action selected
by controlling and making use of the company's resources. This is often the
hardest step since it means formulating plans at the functional level, organizing
the organization, keeping an eye on budgets, and building a culture of high

performance.



Assess performance and adjust vision as needed:

The Company checks to see how well it is working. It is compared to the
goals on a regular basis, and any changes that need to be made to the
Company's vision are made right away. Assessing the strategy, how it will be
implemented through action, and its goals, and then making changes to the
strategy as needed based on how things are going and how the market is

changing.

1.7

Importance of Strategic Management

Alot in the business world oftoday, which is very competitive all around the

world. Strategic management has become more important for these reasons:

The world changes at all times so one can't predict:

This involves things like the political and economic systems, regulations,
culture, and technological advances. The corporate firms can't control them;
instead, they have to adapt to them. The business's managers had to keep an
eye on this active and constantly evolving world so they could learn how to
evolve to the environment in order to survive and do well. For example, in
the pharmaceutical industry, a certain life-saving drug is listed as a drug under
the "Drug Price Control Order" for the purpose of price control.

The businesses that make these medications will have to change how they
conduct themselves business. They have two options: first option stop making
these medicines that cost more than the regulated selling price, or second
option use strategies to regulate and reduce costs in order to bring the
manufacturing cost below the regulated selling price. Usually, these kinds of
decisions are only made at the Corporate Level Strategy level because they
are directly related to the expansion, transfer, or end of current activity. It
has a direct impact on the organization investments' assets and liabilities
structure.

Business practices changed when countries opened themselves to
commerce:

After the 1980s, most countries in the globe started to allow more freedom
in economic dealings across borders. Companies, cash, innovations, and
funds can now move throughout the world, creating the world more
competitive. People must change the manner in which it happens business as
well as the strategies that the go with it. The capital formation within the
framework of Foreign Direct Investment (FDI) Policies and the better liquidity
of'the foreign currency fund under Foreign Institutional Investments (FII)
have made it harder to deal with foreign currency risks and apply foreign
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currency risk management strategies.

Countries all around the world have had to find a means to deal with the fact
that trade with other nations is more economical for them than for other
nations. These are shown in different rules and promotional frameworks that
help govern the home economy and the strategic use of the chances that
come from working together with other countries.

Changes in the manner that the internal atmosphere is managed:

People's thoughts about the internal environment, especially suppliers,
customers, and employees, have changed a lot from traditional views to a
universal view. The suppliers want to have long-term relationships with the
buyers, and they want these relationships to be backed up by systematic
annual production plans. In learning businesses, staff member expectations
have increased not just in terms of salary but also in terms of having the
freedom to improve on their skills. Customers are getting more interested in
a wide span of quick, modern, and interconnected things, even though they
cost more. The old k rule of supply and demand and price needs to be
altered in this new situation.

Also, the fast pace ofnew technology, especially in information telephony,
has made it hard for current management to make strategic changes to their

investments in order to keep up with the latest state-of-the-art.
New ways to put money into businesses:

New commercial investment opportunities have come up thanks to advances
with technology in agricultural sectors, a focus on developing conventional
sources of energy in the power industry, and infrastructure projects including
highways, railways, airports, and ports, and charitable contributions in health
and education. This has changed the way businesses plan and model their

operations.
Fast growth in I'T and communication:

The rapid rate of information and communication technology and mobile
devices has made it easier for businesses to do transactions through the
internet. The stock market, commodities, and foreign currency markets
additionally changed how people do business all around the world.

Creating new financial products and derivative instruments to help
manage risk:

Because money can go without restriction between different nations, managing
money is now a highly important part of running a firm. Managing the risk of
foreign currency has totally transformed how global finance functions properly.



This is because of the rise of derivative products including forwards, futures,
options, and swaps. Consolidated accounting, international financial reporting
standards, and essential procedures made to deal with foreign currency
transactions have all superseded the old ways of doing things in finance and

accounting.

A challenging focus on directing people and the concept of a learning
organization:

In today's business environment, which is allabout knowledge, the focus has
changed from strong abilities that depend on technological innovations to
softer capabilities that are focused on knowledge. It has been quite hard to
figure out how much knowledge-based assets are worth and how to reward
them properly.

The transition from the conventional organizational hierarchy to the
contemporary focused on projects organizational structure, which prioritizes
educational membership and representation in decision-making, alongside
the procurement external knowledge through global management consultants,
has changed the entire procedure of human resource management.

These unique and unusual worldwide happenings and the consequent change
in thinking have made business management more complicated and made
strategic management even more important. The emergence after 1980s
liberalization in the global fund movements, global economic co-operation,
global culture, global systems and practices, instantly and online information
processing, global products and soft-skill services, international standardization
of products, development of global risk management techniques and valuation,
international accounting and financial reporting standards, location of production
facilities of subsidiary company operations by the parent company to take
advantages of'the local inputs, need for the blending of the local and foreign
culture, dramatic change in the logistics of people and products across the
world, global flow of funds through development and growth of Euro Banks,
have necessitated the need for redefining the business opportunities and the
necessary human skill needed for them. So, strategic management that is backed
up by people and knowledge management has become quite important for
businesses to do well.

1.8

Policy against tactics versus strategy

People sometimes get confused in management education when they mix up

the words strategy, policy, and tactics. These ideas are similar, but they are also

different and work at different levels of decision-making in a company. For overall

strategic thinking, it's important to be open to these changes.

Strategic Management
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Strategy

As was said in the previous sections, strategy is the strategy for the future that
a company implements to accomplish its goals by using its resources and skills
in the environment of the outside world. It tells businesses about the type of
business to be in, how to survive in competitive world, as well as how to grow.
At the highest levels of an organization, strategy is made. It deals with concerns

ofhow to compete and how to use resources over long periods of time.
Policy

Policy is the collection of regulations, standards, and instructions that inform
an organization how to make decisions in situations that happen over and
over again. Policies are no plans for action because instead, they serve as
regulations that allow others to choose options that maintain the organization
equitable, consistent, as well as line with the rules. A few of these are a
business's human resources rules on who can take time ofleave, an accounting
procedure on who can approve capital expenditures, or a purchasing plan

on how to select buyers.

Policies come from strategy, and they transform strategic objectives into
principles concerning how to do the right thing. For example, ifa company's
strategy focuses on defining the brand as an expensive one, its pricing strategy
must involve expensive goods, and its service to customer's policies will
require personalized levels of service. Policies are like "rules of the road"
that help organizations stay on message with their strategic goals in their

daily operations.
Tactics

Tactics are the quick actions and decisions used to carry out a strategy or to
take advantage of a competitive opportunity straight away. Most of the time,
the middle level management decides tactical decisions regarding the way to
implement a plan, such as how to run a marketing campaign, how to deal
with a competitor's price cut, or how to handle a temporary supply chain
problem. Tactics are flexible by nature and can be changed fast without

changing the overall approach.

There is a system of levels among all three concepts: strategy provides the
direction, policy provides the boundaries on operations, and tactics are the
specific actions carried out within those restrictions. For strategic management

to work, all three levels must be in coordinate with each other.



1.9 The Limitations of Strategic Management

Senior managers could use strategic management in order to manage their

individual businesses and perform well in opposition to competitors. But it is neither

excellent nor helpfulin any circumstance. Professionals and academics have accepted

some specific major limits that must be acknowledged for full and realistic

understanding of'the discipline.

Uncertainty in circumstances in the environment

The most basic challenge with strategic management is that the outside world
is always changing, which makes it difficult to plan. Strategic strategies are
based on assumptions about how market conditions, technological
developments, other competitors, and standards or regulations will change
over time. Even the most effective strategy may prove useless as the
assumptions made eventually turn out to be incorrect, which happens to will
always do at certain points in time. As an example, the pandemic Covid 19
situations turned the strategy plans of many businesses in every field suddenly

ineffective, forcing them to quickly come up with alternatives.
The Implementation Gap:

It could be very various way to just think ofan idea and then actually execute
it. The information suggests a time and time again additionally that many
plans of action fail, not just because they weren't well thought out, but because
they weren't carried out well enough. Some common challenges that will
come up during implementation are people who don't want to change, not
having enough resources, a plan that doesn't fit with how the firm s set up,
and management that isn't good enough. The execution of strategy gap is still

one of the most challenging difficulties in management.
Limited Time and an Advanced Resource

Creating an entire and carefully planned strategic an approach requires a lot
oftime and resources. It needs a lot of environmental scanning, competitive
analysis, internal capability evaluation, stakeholder interaction, and scenario
planning. Even if they need regular strategic guidance, thorough strategic
planning can be excess for small and medium sized businesses with limited

management time and money.

Strategic Management
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Uncertainty and the absence of strategic convenience

A complication related to strategic management is that exactly the same
transparency as well as effort required to make and a great strategy effective
can make businesses unchangeable. Those businesses that have spent a lot
of money on individuals, processes, and goods that are in line with a strategic
goal could have a hard time changing course when conditions change. In
businesses which change quickly, these strategic effects may change a strategy

once thought to work into a problem.
Differences in cognitive understanding and behaviour

There are a lot of the intellectual and behavioural differences that could
potentially affect strategic thinking. Managers have confirmation biases and
emphasize information that confirms their opinions. With respect to their high
level of trust based on differences, they don't see problems as clearly and
therefore believe that the company they represent can do more than it really
can. Group thinking can make top management teams pass on important
problems, which can contribute to approach universal agreement based on
inappropriate ideas. These emotional behaviours in humans make sure that
strategic analysis is not always justified, no matter how advanced the tools

employed to do it.
Issues with Evaluation

It's hard to tell how well strategic choices are put into action. Strategy works
over long periods oftime, and there are many factors that affect the link
between strategic choices and organizational outcomes. Developments in
the economy, developments in technology, and things that happen that are
hard to forecast are some of these. It's hard to tell if a business's improved
efficiency is due to a strong strategy, good implementation, effective conditions

in the environment, or a combination of all three.
Too much consistency anxiety

Henry Mintzberg, as well as other observers have maintained that making
strategic planning too formal by creating strategy into a formal task of filling
out evaluation forms and creating long planning documents can actually prevent
an actual strategic thought from happening. Strategic innovation consists of
new ideas, new creativity, entrepreneurship, and adaptability, which businesses

may lose when strategy is more planning than thinking.
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<+  Exercises :

Q.1  Answer the following questions in detail:

1) What is strategy and how does it work? Discuss it in detail.
2) Define strategic management and explain why it is important.
3) Write a detailed note on how strategic management has changed
over time.
4) Explain the nature of strategic management.
5) Explain in detail how the strategic management process works.
6) Differentiate between policy, strategy, and tactics.
7) Discuss the limitations of Strategic management.
Q.2  Write Short notes on:
1) Management of Strategy
2) The process of Strategic Management
3) The Importance of Strategic Management
4) A policy against Tactics instead of Strategy
5) The process of Strategic Management
Q.3 Choose the correct answer from the options given below each of the
following atatements:
1) The main goal of strategy is:

2)

3)

a) Goals for the near future b) Goals for the long term
b) Daily tasks d) Things that happen all the time
Answer: b) Goals for the long term

The main goal of strategic management is to:

a) Only the internal environment

b) Only the outside world

c) Both the outside and inside of the company

d) None of the above

Answer: c¢) Both the outside and inside of the company
SWOT analysis is short form for:

a) Strengths, Weaknesses, Opportunities, and Threats

b) Strategies, tactics, objectives, and work

13
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c) Opportunity, Time, Work, Strength
d) None of these
Answer a) Strengths, Weaknesses, Opportunities, and Threats
4) The main job of strategic management is to:
a) Management at the lower levels
c) Management on the middle level
c) Management of executives
d) Senior management
Answer: a) Management at the lower levels
5) Which ofthe following is not a step in strategic management?
a) Making a plan b) Putting it into action
C) Evaluation d) Advertising

Answer: d) Advertising

sk sk sk sk sk sk sk skeoske sk skokosk sk
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Unit : 2
Strategic Management Technique

2.1 Introduction

2.2 Phases of the Process of Strategic Management
2.3 Strategist's Role

2.4 Strategic Vision, Mission, and Objectives

2.5 Formulation of a Strategy

2.6 Implementation of the Strategy

2.7 Assessment and Management of Strategies

2.8 Conclusion

> Exercise

2.1 Introduction

Think ofan organisation as a cricket team. Having talented players is not
enough. The team needs a clear game plan, a captain who reads the field, and a
coach who studies the opponent. Ifthe team just walks onto the ground and starts
playing without a plan, it may lose even to a weaker side. The game plan that

guides the team from the first ball to the last is like strategic management in business.

Strategic management is the process through which an organisation decides
how to win in its own playing field. It looks at questions such as: Who are our
competitors, what are our strengths, where are the risks, and how can we use our
resources in the smartest way. It connects the present situation of the organisation

with its desired future.

In very simple words, strategic management helps an organisation to answer
four key questions: Where are we now, where do we want to go, how will we
reach there, and how will we measure our progress. Just like a cricket captain
adjusts the field, bowling, and batting order based on the match situation, managers

continuously adjust strategies based on changes in the business environment.

To do this well, managers use different techniques and tools. These techniques

help them to scan the environment, understand customers, study competitors, and

Strategic Management
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identify internal strengths and weaknesses. With the help of these techniques, they
do not just react to problems. Instead, they plan ahead and try to shape the future

ofthe organisation.

Learning strategic management techniques is like learning how to think like
the coach and captain of a business. You learn to see the bigger picture, not just the
next over. You start to understand why some companies grow and survive for

years, while others disappear from the market.

In this unit, you will learn phases of the process of strategic management,
role and importance of strategists in an organisation, ideas of strategic vision, mission,
and objectives, how strategies are formulated at different levels, how strategies are
implemented through people, structure, and systems, how strategies are assessed,

controlled, and improved over time.

2.2 Phases of the Process of Strategic Management

Strategic management is a logical, step by step process that helps an
organisation move from its present position towards its desired future in a planned
and thoughtful way. In a changing business environment, managers and employees
face many complex situations related to competition, resources, technology, and
customer expectations. Ifthey act without a clear process, decisions may become
random, short sighted, or confusing. The phases of strategic management provide
a clear roadmap that guides managers from understanding the current situation to
taking action and then reviewing the results. Each phase has its own importance

and together they make sure that decisions are not only effective but also practical

and aligned with the long-term goals of the organisation.

1.  Situation analysis

The first phase in the strategic management process is to understand the

present situation of the organisation. This phase answers the basic question,



"Where are we now". Managers carefully study the internal and external
environment to get a clear picture of the current position. Internal analysis
focuses on strengths and weaknesses within the organisation, such as quality
of products, skills and motivation of employees, financial health, technology,
and organisational culture. External analysis focuses on opportunities and
threats outside the organisation, such as competitors, government rules,

changes in customer taste, economic conditions, and new technologies.

For example, a company may discover that it has strong brand loyalty but
outdated technology. At the same time, it may see a growing demand for
online services in the market. Such findings help managers understand what
advantages they can use and what problems they must solve. This phase is
very important because all further decisions depend on a correct and honest

understanding of'the present situation.
Direction setting

Once the current situation is clear, the next phase is to decide the future
direction of the organisation. This phase answers the question, "Where do
we want to go". In this phase, managers define or refine the vision, mission,
and objectives of the organisation. Vision gives a long-term dream or image
of what the organisation wants to become. Mission explains the basic purpose
of'the organisation, the kind of business it is in, and the value it wants to
provide to customers and society. Objectives are specific, measurable targets
related to areas like sales, profit, market share, growth, or customer

satisfaction within a fixed time period.

For example, an organisation may have a vision to become a market leader
in its industry, a mission to provide reliable and affordable products, and an
objective to increase market share by a certain percentage in three years.
The direction setting phase gives clarity and focus. It aligns the efforts of
different departments and employees so that everyone works towards

common goals instead of moving in different directions.
Strategy formulation

After deciding where the organisation wants to go, managers move to the

phase of strategy formulation. This phase answers the question, "How will
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we reach our goals". Managers think ofdifferent strategic options or paths that
can help the organisation achieve its objectives. These options may include
entering new markets, launching new products, reducing costs, improving quality,

using new technology, or forming partnerships with other firms.

Each option is evaluated in terms of risk, required resources, time, and
expected results. Managers also consider how competitors might react and
whether the option fits with the strengths and weaknesses identified earlier.
Strategies are framed at different levels, such as corporate level (which
businesses to be in), business level (how to compete in a particular market),
and functional level (how departments like marketing, finance, or HR will
support the overall strategy). At the end of this phase, managers select the
most suitable strategies that match the organisation's capabilities with the

opportunities in the environment.
Strategy implementation

Once strategies are formulated, they must be put into practice. The strategy
implementation phase answers the question, "How will we make it happen in
reality". A strategy is useful only ifit is successfully implemented in day-to-
day activities. In this phase, managers design or change the organisational
structure so that it supports the new strategy. They allocate resources like
money, people, and technology according to strategic priorities. They also

develop policies, procedures, and plans to guide the work of employees.

Communication plays a key role in this phase. Managers must explain the
strategy clearly to employees, assign responsibilities, provide necessary
training, and create a culture that supports the new direction. For example, if
the strategy focuses on customer service, employees must be trained to
handle customers better and systems must be created to respond quickly to
customer needs. Effective implementation ensures that strategic plans move

from paper to action.
Strategy evaluation and control

The final phase in the process is strategy evaluation and control. This phase
answers the question, "Are we moving in the right direction". After

implementation, managers regularly measure the performance of the



organisation and compare it with the objectives set earlier. They use indicators
like sales, profit, cost levels, market share, customer feedback, and employee

performance to see whether the strategy is successful.

Ifthey find gaps between expected and actual results, they try to find out the
reasons. The problem may lie in the strategy itself, in poor implementation,
or inunexpected changes in the external environment. Based on this analysis,
managers take corrective actions, such as making small adjustments in
operations, changing resource allocation, modifying some parts of the strategy,
or insome cases, completely changing the strategy. This phase also helps the
organisation learn from experience, so that future strategic decisions can be

better and more accurate.

The phases of strategic management are not one-time activities. They form a
continuous cycle. The learning from evaluation becomes input for the next
round of situation analysis and direction setting. In this way, strategic
management helps an organisation to adapt, grow, and remain competitive

in a dynamic business environment.

2.3

Strategist's role

In every organisation, someone has to think beyond daily routine work and

focus on the long-term future. This key person is known as the strategist. A strategist

is usually a top-level manager such as the CEO, managing director, general manager,

or sometimes the owner in case ofa small business. In large organisations, a team

of senior managers may together act as strategists. Their main responsibility is to

guide the organisation in the right direction, make important choices about growth

and competition, and ensure that the organisation remains successful ina changing

business environment. The role of the strategist is important because their decisions

affect the entire organisation, including employees, customers, shareholders, and

other stakeholders.

1.

Analysing the internal and external environment

A major role of the strategist is to study and understand the internal and
external environment of the organisation. Internally, they examine strengths
and weaknesses, such as quality of human resources, financial position,

technology, production capacity, brand image, and organisational culture.
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Externally, they study opportunities and threats related to competitors,
customers, suppliers, government rules, economic trends, and new
technologies. By continuously scanning the environment, strategists identify
upcoming risks and future opportunities. This helps them to prepare the

organisation in advance instead of reacting at the last moment.
Defining vision, mission, and objectives

Strategists play a central role in deciding the vision, mission, and objectives
of the organisation. They develop or refine the long-term vision, which
describes what the organisation wants to become in the future. They define
the mission, which explains the basic purpose of the organisation and the
type of value it wants to deliver to customers and society. They also set clear
objectives in different areas like sales, profit, growth, market share, and
innovation. By doing this, strategists give direction to the entire organisation.
They make sure that all departments and employees understand these goals

and work together towards achieving them.
Formulating strategies

Based on the analysis and direction, strategists are responsible for formulating
suitable strategies for the organisation. They think about different options
such as entering new markets, launching new products, reducing costs,
improving quality, adopting new technology, or forming partnerships. They
evaluate each option in terms ofrisk, required investment, available resources,
and expected benefits. Strategists then select the most appropriate strategies
at corporate, business, and functional levels. Their role is to ensure that the
chosen strategies match the strengths of the organisation and take advantage

of attractive opportunities in the environment.
Leading strategy implementation

Strategists do not only make plans; they also play a key role in implementing
them. They design or modify the organisational structure so that it supports the
new strategies. They allocate resources like funds, people, and technology to
important projects. They create policies, systems, and procedures that help in
carrying out strategic plans. Most importantly, strategists act as leaders who

communicate the strategy to employees, explain its importance, remove obstacles,



and motivate people to accept and support change. Their leadership style and

commitment strongly influence whether the strategy will succeed in real life.
Monitoring, reviewing, and changing strategies

The job of a strategist does not end after implementation. They continuously
monitor the performance of the organisation and compare it with strategic
objectives. Ifresults are not as expected, they try to find the reasons and
identify areas that need improvement. They also keep an eye on changes in
the external environment, such as new competitors, changes in customer
preferences, or government policy changes. When required, strategists
modify existing strategies or design new ones to keep the organisation
competitive. In this way, they make sure that strategy remains a continuous

and flexible process rather than a one-time exercise.
Balancing stakeholder interests and ethics

Another important role of the strategist is to balance the interests of different
stakeholders and maintain ethical standards. They have to take decisions
that affect shareholders, employees, customers, suppliers, and society.
Sometimes, these interests may conflict, for example between profit and
employee welfare. Strategists try to find solutions that are fair and responsible.
They promote ethical values like honesty, transparency, and social
responsibility in strategic decisions. By doing so, they help build a good

image and long-term trust for the organisation.

Overall, the strategist acts as the chief guide, thinker, and leader of the
organisation's strategic journey. Through analysis, planning, leadership, and
continuous review, strategists help the organisation to survive, grow, and

succeed in a dynamic and competitive world.

2.4

Strategic Vision, Mission, and Objectives

Every organisation needs a clear sense of where it wants to go, why it exists,

and what exactly it wants to achieve. Strategic vision, mission, and objectives

together provide this sense of direction. They act like a guiding framework for all

major decisions and activities in the organisation. When these three elements are

clearly defined and well communicated, employees understand the bigger picture

and work in a coordinated way instead of moving in different directions.
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Strategic vision

Strategic vision shows the long-term future of the organisation. It answers
the question, "What do we want to become in the future". Vision does not
describe today's position; it describes what the organisation dreams of

becoming after many years. It is usually broad, inspiring, and forward looking.

For example, a company may have a vision "to be the most trusted and
innovative brand in the Indian market" or "to become a global leader in eco-
friendly products". Such statements give a clear picture of the desired future

and motivate employees to work towards it. A good vision:
> Focuses on the long-term future

> Is simple and easy to understand

> Inspires and motivates people

> Gives a sense of purpose and direction

Strategists play akey role in creating and refining the vision, and they must

ensure that it reflects the organisation's values and long-term ambitions.
Mission

Mission explains the basic purpose of the organisation. It answers the
questions, "Why do we exist" and "What business are we in". While vision is
about the future, mission talks about the present activities and role of the
organisation in society. It usually describes the main products or services,

target customers, and the value the organisation wants to deliver.

For example, a mission statement can be "to provide affordable and reliable
transport solutions to middle class families" or "to deliver high quality education

that develops skilled and responsible citizens". A good mission statement:
> Clearly states what the organisation does

> Identifies whom it serves

> Reflects core values and beliefs

> Guides everyday decisions and actions

Mission helps managers and employees understand what is important and

what is not. It acts as a filter for choosing projects, investments, and policies.



3.  Objectives

Objectives are specific and measurable targets that an organisation wants to
achieve within a certain time period. They answer the question, "What exactly
do we want to achieve and by when". While vision and mission are broad
and general, objectives are concrete and precise. They convert the vision

and mission into clear performance goals.
Objectives can be set in many areas, such as:

> Financial performance: increasing profit, reducing cost, improving

return on investment

» Market performance: gaining market share, entering new markets,

increasing sales volume

» Customer related goals: improving customer satisfaction, reducing

complaints, increasing repeat purchases

> Internal performance: improving productivity, reducing waste,

increasing quality

> Learning and growth: developing employee skills, encouraging

innovation, improving technology

Good objectives usually follow the SMART idea. They are Specific,
Measurable, Achievable, Realistic, and Time bound. For example, "to increase
sales by 15 percent within the next one year" is a clear objective. Objectives

help managers plan activities, allocate resources, and evaluate performance.
4.  Relationship between vision, mission, and objectives

Vision, mission, and objectives are closely related and support each other.
Vision shows the long-term dream of where the organisation wants to be.
Mission describes what the organisation does today to move towards that
dream. Objectives break the mission into short term targets that can be

achieved and measured.

For example, if the vision is to become a market leader in eco-friendly
products, the mission may focus on designing safe and sustainable products for
customers, and the objectives may include launching a certain number ofnew green
products, achieving a specific market share, or reducing pollution levels in

production.
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When these three elements are clear and consistent, they create a strong
foundation for strategy formulation and implementation. They help in aligning the
efforts of different departments, guiding daily decisions, and building a common

sense of purpose across the organisation.

2.5 Formulation of a Strategy

Formulation of a strategy is the process of deciding how an organisation will
achieve its vision, mission, and objectives. After understanding the environment
and setting the direction, managers must choose the best course of action for the
future. Strategy formulation is about making choices such as which markets to
serve, which products to offer, how to compete with rivals, and how to use resources
in the smartest way. It is a thinking and planning activity that happens mainly at the
top and middle levels of management, but its impact is felt throughout the

organisation.
1.  Analysing the environment and organisational position

Strategy formulation starts with a clear understanding of the internal and
external environment. Managers review the results of situation analysis to
know the strengths, weaknesses, opportunities, and threats. They also look
at trends in the industry, customer behaviour, competitor strategies,
government policies, and technology. At the same time, they study the
organisation's own capabilities such as finance, human resources, production
capacity, research and development, and brand image. This combined
understanding helps managers see where the organisation stands and what

possible directions are open for the future.
2. Setting or reviewing strategic goals

Before selecting a strategy, managers confirm the strategic goals of the
organisation. These goals come from the vision, mission, and major objectives
that have already been defined. For example, the organisation may want to
grow in a new region, become a cost leader, focus on premium customers,
or diversify into a new line of business. Clear goals act as a reference point.
They ensure that the strategies chosen are not random but directly support

what the organisation wants to achieve in the long term.



Developing strategic alternatives

The next step is to develop different strategic alternatives. Managers think of
various possible paths the organisation can follow. Some common alternatives
are: entering new geographical markets, introducing new products or services,
improving quality, reducing costs, forming alliances or joint ventures, acquiring
another company, focusing on a particular customer segment, or exiting a
loss-making business. At corporate level, alternatives may involve deciding
which businesses to enter or leave. At business level, alternatives may focus
on how to compete, for example through cost leadership, differentiation, or
focus strategies. The aim at this stage is to generate a wide range of options

without rejecting them too quickly.
Evaluating strategic alternatives

Once alternatives are identified, managers carefully evaluate each one. They
examine how well each option fits with the organisation's strengths and
weaknesses, and how it responds to opportunities and threats in the
environment. They also consider factors like risk level, required investment,
time needed for results, possible reaction of competitors, legal and ethical
issues, and impact on stakeholders such as employees and customers. Tools
like SWOT analysis, cost benefit analysis, and risk analysis may be used.
The purpose of evaluation is to understand the advantages and disadvantages

of'each alternative so that weak or unrealistic options can be dropped.
Selecting the most suitable strategy

After evaluation, managers select the strategy or combination of strategies
that best supports the organisation's goals and offers the most favourable
balance between risk and return. The chosen strategy should make good
use of strengths, reduce the effect of weaknesses, exploit attractive
opportunities, and protect against major threats. It should also be practical
in terms of resources and capabilities. At this stage, broad choices are
converted into clear strategic decisions, such as which markets to focus on,
what product mix to offer, what position to take in the market, and how to

allocate major resources.
Defining supporting policies and action plans

Strategy formulation does not end with selecting the main strategy. Managers

also define supporting policies and action plans that will guide implementation.
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Policies provide general rules for decision making in areas like pricing,
promotions, quality, finance, and human resources. Action plans break the
strategy into smaller tasks with clear timelines, responsibilities, and resource
requirements. For example, if the strategy is to enter a new market, the
action plan may include market research, setting up a sales office, hiring
staff, and launching an advertising campaign. These supporting elements link

the overall strategy to actual work at different levels of the organisation.

Strategy formulation is thus a systematic and creative process of thinking about
the future and deciding how the organisation will compete and grow. It prepares
the ground for the next stage, which is strategy implementation, where these

decisions are put into practice through structure, resources, and people.

2.6

Implementation of the Strategy

Implementation of the strategy is the process of putting the chosen strategic

plans into action. After deciding what the organisation wants to do and how it will

compete, managers must ensure that these decisions are carried out in day-to-day

operations. Strategy implementation is about converting ideas into actual work

through proper structure, resource allocation, people, systems, and control. It mainly

involves middle and lower-level managers, but it requires strong guidance and

support from top management. If a good strategy is not implemented effectively,

the organisation will not be able to achieve its vision, mission, and objectives.

1.

Aligning organisational structure with strategy

The first major task in implementation is to make sure that the organisational
structure supports the strategy. Structure refers to how departments, units,
and roles are arranged and how reporting relationships are defined. Ifthe
strategy focuses on new products, the organisation may need a strong research
and development department. If the strategy focuses on expansion into
different regions, regional or geographic divisions may be created. Sometimes,
existing structures need to be modified by merging departments, creating
new positions, or changing reporting lines. The aim is to design a structure
that allows smooth communication, quick decision making, and clear

responsibility for strategic tasks.
Allocating resources according to strategic priorities

Effective implementation requires proper allocation ofkey resources such

as finance, human resources, technology, and physical facilities. Strategic



projects and important activities should receive adequate budgets and qualified
staff. For example, if the strategy is to enter a new market, funds are needed
for promotion, distribution, and local offices. If the strategy is based on cost
leadership, investment may be required in efficient machinery or advanced
technology. Managers prepare budgets, manpower plans, and investment
schedules so that resources are used in line with strategic priorities and not

wasted on less important activities.
Developing policies, procedures, and systems

To guide daily decisions and actions in the desired direction, managers develop
or revise organisational policies, procedures, and systems. Policies provide
broad guidelines, such as how to treat customers, how to price products, or
how to manage credit. Procedures describe the steps to be followed in
routine tasks. Systems such as performance appraisal, reward and
punishment, information systems, and quality control are aligned with the
strategy. For example, a strategy that emphasises customer service may
require quick complaint handling procedures and performance rewards linked
to customer satisfaction. These formal mechanisms ensure that the behaviour

of employees supports the chosen strategy.
Communicating the strategy and building commitment

A very important part of implementation is communication. Managers must
clearly explain the strategy to employees at all levels, including what changes
will take place, why they are necessary, and how they will affect individual
roles. When people understand the purpose behind the strategy, they are
more likely to support it. Top management should show visible commitment
to the strategy through their actions and decisions. Middle managers act as a
link by translating broad strategic statements into specific tasks for their
teams. Building commitment may also involve discussing concerns, addressing

doubts, and involving key employees in planning and problem solving.
Developing skills and managing change

Sometimes, new strategies require new skills and attitudes. For example, a
company shifting from a production focus to a customer focus may need
employees with better communication and service skills. In such cases, training

and development programmes are arranged to build the required
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competencies. Implementation also involves managing change, because
employees may resist new methods, structures, or goals. Managers must
handle this resistance carefully by listening to feedback, providing support,
and showing the benefits of change. A positive organisational culture that
values learning, cooperation, and innovation makes implementation easier

and more effective.
Monitoring progress and taking corrective action

Strategy implementation is not a one-time activity. As the plan is carried out,
managers regularly monitor progress using reports, performance indicators,
and feedback from different departments. They compare actual performance
with planned milestones and targets. If delays, problems, or deviations are
observed, they take corrective actions such as reallocating resources,
modifying schedules, improving coordination, or making small adjustments
n the strategy. Continuous monitoring ensures that the implementation remains
on track and that emerging difficulties are handled before they become serious

obstacles.

In summary, implementation of the strategy is a structured and systematic
process through which strategic decisions are converted into real results. It
brings together structure, resources, policies, people, and control in a
coordinated manner so that the organisation can move towards its strategic

objectives in an organised and efficient way.

2.7

Assessment and management of strategies

Assessment and management of strategies is the process of regularly checking

how well a strategy is working and making necessary changes to keep the

organisation on the right path. Strategy is designed for a future that is uncertain,

and both internal and external conditions keep changing. Therefore, even a well

formulated and well implemented strategy must be continuously reviewed. This

phase helps managers understand whether strategic objectives are being achieved,

whether resources are being used effectively, and whether any modification is

needed. Without proper assessment and management, an organisation may continue

to follow a weak or outdated strategy and lose its competitive position.

1.

Setting performance standards and indicators

The first step in assessment of strategies is to set clear performance standards

and indicators based on the objectives decided earlier. These standards



may relate to sales, profit, market share, cost levels, productivity, customer
satisfaction, quality, innovation, or employee performance. For each area,
specific targets and time frames are defined. These standards act as
benchmarks against which actual results can be compared. For example, a
company may set a target to increase sales by a certain percentage in one

year or to reduce production cost per unit by a fixed amount.
Measuring and comparing actual performance

Once standards are set, managers systematically measure actual performance
using reports, financial statements, market data, surveys, and feedback from
different departments. They collect information on key indicators and
compare actual results with the planned targets. This comparison shows
whether the organisation is performing as expected, better than expected, or
below expectations. Both quantitative data such as numbers and percentages,
and qualitative information such as customer comments or employee

feedback, are used to get a complete picture of strategic performance.
Identifying gaps and analysing causes

Ifthere is a difference between planned and actual performance, it is called
a performance gap. The next step is to analyse this gap and find out the
reasons behind it. The problem may be due to weaknesses in the strategy
itself, poor implementation, wrong assumptions about the environment,
unexpected competitor moves, changes in technology, or internal issues such
as low employee morale or lack of skills. Managers study these factors
carefully to understand whether the gap is temporary or serious, and whether

it can be handled through small adjustments or requires major changes.
Taking corrective and adaptive actions

Based on the analysis, managers take corrective actions to improve
performance and bring it closer to strategic targets. Corrective actions may
include improving coordination between departments, changing some policies
or procedures, reallocating resources, strengthening training, or tightening
control systems. In some cases, the environment may have changed so much
that the existing strategy is no longer suitable. Then managers may need to
revise the strategy itself by changing market focus, product mix, competitive
approach, or even overall direction. This adaptive role ensures that the
organisation's strategy remains relevant and effective in a dynamic

environment.
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5. Reviewing assumptions and updating strategies

Assessment of strategies also involves reviewing the basic assumptions on
which the strategy was originally built. For example, assumptions about
customer preferences, economic growth, competitor behaviour, or availability
of raw materials may change over time. Managers periodically re-examine
these assumptions and update strategic plans accordingly. This may lead to
refining objectives, redefining priorities, or developing new strategic initiatives.
In this way, assessment is not only about correcting mistakes but also about

learning from experience and preparing for future challenges.
6.  Ensuring continuous strategic control

Management of strategies is an ongoing process, not a one-time activity.
Organisations use different types of strategic control such as premise control
(checking basic assumptions), implementation control (reviewing major
projects and programmes), strategic surveillance (general watch on the
environment), and special alert control (responding to sudden crises). Through
these control mechanisms, managers stay informed about important
developments and are able to respond quickly. Continuous assessment and
management of strategies help the organisation to remain flexible, improve
performance over time, and maintain a strong competitive position in the

long run.

2.8 Conclusion

Strategic management is a structured and continuous process that guides an
organisation from its current position towards its desired future. It begins with
understanding the internal and external environment, moves through setting vision,
mission, and objectives, and then progresses to formulating, implementing, and
finally assessing strategies. Each phase is linked to the next, creating an ongoing

cycle of planning, action, and review.

The role of strategists is central in giving direction, making key choices, and
ensuring that resources, people, and systems work together in line with the chosen
strategy. A clear strategic vision, mission, and set of objectives provide a solid
foundation for these efforts. Through proper implementation and regular assessment,
organisations can respond to environmental changes, correct their course when
needed, and maintain or improve their competitive position. In this way, strategic
management helps organisations act proactively, make informed decisions, and

achieve long term success in a dynamic business environment.
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Exercises :

Q.1 Choose the correct answer from the options given below each of the

following statements:

1.

Strategic management mainly helps an organisation to:

a) Reduce working hours

b) Connect present position with desired future

c) Avoid competition

d) Fix only short-term problems

Answer: b) Connect present position with desired future
The phase that answers the question "Where are we now" is:
a) Direction setting b) Strategy implementation
c) Situation analysis d) Strategy evaluation
Answer: ¢) Situation analysis

Internal analysis in situation analysis mainly focuses on:

a) Strengths and weaknesses inside the organisation

b) Government rules and regulations

c) Customer lifestyle changes

d) Technological changes in the industry

Answer: a) Strengths and weaknesses inside the organisation
A strategist in an organisation is usually:

a) A front line worker b) A middle level supervisor
c) Atop levelmanager or owner d) An external auditor
Answer: ¢) A top-level manager or owner

Strategic vision mainly answers the question:

a) How will we implement our plans

b) What do we want to become in the future

¢) How much profit did we earn last year
d) How many employees we should appoint this month

Answer: b) What do we want to become in the future
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Which of'the following is the best example of an objective?
a) To be the most trusted brand in the country

b) To offer high quality products

c) To serve customers honestly

d) To increase sales by 15 percent in one year

Answer: d) To increase sales by 15 percent in one year
Strategy formulation mainly involves:

a) Preparing detailed daily schedules

b) Recording routine transactions

c) Paying salaries and wages

d) Developing and evaluating strategic alternatives
Answer: d) Developing and evaluating strategic alternatives

Allocating budgets, manpower, and technology according to strategic

priorities is part of:

a) Strategy implementation

b) Situation analysis

c) Strategy evaluation and control

d) Direction setting

Answer: a) Strategy implementation

Strategy evaluation and control primarily help managers to:
a) Design the organisational structure

b) Check whether the organisation is moving in the right direction
c) Select new products to launch

d) Decide basic purpose of the organisation

Answer: b) Check whether the organisation is moving in the right

direction
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10. When a performance gap is found between planned targets and actual

results, managers should:

a) Ignore the gap if profits are positive
b) Immediately change all employees

c) Take corrective and adaptive actions
d) Stop setting objectives in the future

Answer: ¢) Take corrective and adaptive actions

Q.2 Briefly answer the following questions:

Q.3

1.

3.

Why is strategic management important for an organisation operating in

a competitive environment?

What key aspects of the internal environment are studied during situation

analysis?

Give any two examples of external factors that may create opportunities

or threats for an organisation.

Why is it important for a strategist to balance the interests of different

stakeholders?

What is meant by SMART objectives in strategic management?

Answer the following questions in detail:

1.

2.

Explain the main phases of'the strategic management process.
Describe the key roles of a strategist.

Explain vision, mission, and objectives of an organisation.
What is strategy formulation? Describe its main steps.

What is strategy evaluation and control? Explain its main steps.

sk sk sk s sk sk sk sk sk sk sk sk sk skeosk sk skokosk sk
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Unit : 3
Strategic Environment of Business

3.1 Introduction

3.2 Concept of Business Environment

3.3 Nature of Business Environment

3.4 Elements of Business Environment

3.5 Micro environment

3.6 Macro Environment

3.7 Environmental Scanning and Opportunities
3.8 Environmental Risks

3.9 How the Environment Affects Strategy

> Exercise

3.1 Introduction:

Business is an organisation or enterprise engaged in producing goods and
services for profit motive. It is a collective effort where a firm is engaged in
commercial, industrial or professional activities. The main aim of business is to
satisfy the needs of customers. The success of every business depends on adapting
itself to the environment within which it functions. For example, with changes in the
government policies, the business needs to adapt itself with the new policies. Similarly,
any technological advancement may render the existing products obsolete, such as
the introduction of smartphones has replaced the telephone to a greater extent.
Therefore, it is very important to have a clear understanding of the basic concept

of business environment and the nature of’its various components.

Business environment includes those external factors and institutions over
which it does not have any direct control. These factors affect the functioning of an
organisation directly or indirectly. These include customers, competitors, suppliers,
government, and the social, political, legal and technological factors, etc. The set
of'external factors, such as economic factors, social factors, political and legal

factors, demographic factors, and technical factors, etc., which are uncontrollable



in nature and affect the business decisions of a firm, is called business environment.

The relationship between business and its environment can be explained by following

points:

>  Business is affected by its environment and, in turn, to some extent, it will
also influence the external factors. Similarly, economic environment influences
socio-cultural environment and vice versa. Other environmental factors also

have same relationship with each other.
»  The environmental factors are constantly changing. Similarly, business is also
dynamic.

»  One business firm, by itself, may not be able to change its environment. But
together with other businesses, it will be in a position to mould the environment

m its favour.

3.2 Concept of Business Environment :

In general sense, all businesses aimto achieve multiple objectives. A business
manager identifies and sets some important objectives like survival, stability, growth,
profitability and efficiency. Enterprise needs to balance these objectives. Profit is
the biggest stimulus for the survival of the business and its future development.
There is always a risk involved in business and profit is the reward for taking the
risk. Business can be established, but it is difficult to survive in this competitive
world where whole world is one market. So, it is important for business to scan the

environment.

Environment refers to all external forces which affect the functioning of
business. Environment factors are largely, if not totally, external and beyond the
control of individual industrial enterprises and their managements. The surrounding

in which business operates is called business environment.
The word 'Business Environment' has been defined by various authors as follows:

According to Keith Davis, Business environment is the aggregate of all

conditions, events and influences that surround and affect it.

According to Reinecke and Schoell, the environment of business consists of
all those external things to which it is exposed and by which it may be influenced
directly or indirectly.
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These definitions give a clear understanding of the business environment.
We can say that business environment is a combination or mixture of complex,

dynamic and uncontrollable external factors within which a business is to be operated.

The change in tastes and preferences of customers, introduction of new
technologies, innovations, government policies, etc., all are parts of the business
environment. Business needs to accept and adapt these changes promptly to survive

in the market. So, it is necessary for the business to analyse the business environment.

3.3 Nature of Business Environment

The business environment of an organisation usually poses threats as well as
opportunities. To grasp the opportunities and reduce the threat, it is important to
know the nature of business environment. Following are some points which describe

nature of business environment:

»  Internal and external environment: Every business is surrounded by internal
and external environment. Internal environment can be controlled by an
organisation, like men, money, material, machine and method, whereas external
environment is uncontrollable like political conditions, technologies, legal

regulations, etc.

»  Dynamic and ever-changing: Business environment keeps on changing
frequently in terms oftechnologies, government rules and regulations, socio-

economic conditions, etc., which make business dynamic.

»  Complexity of the environment: Business environment cannot be easily
analysed because of too much complexity involved. Environment consists of
anumber of factors, events, conditions and influences, generating from different

sources which impact business, thus, making the business complex.

»  Inter-relatedness: Factors of business environment are related to each other.
For example, change in political parties will result in changing the government
rules, fiscal policies, market conditions, technology, etc. So, all the factors
need to be scanned properly because these factors are inter-related to each

other.

»  Uncertainty: It is difficult to predict the changes going to take place in future
because environment keeps on changing. These changes are uncontrollable.

So, business can only try to combat from these challenges. For example, in



case of fashion industries, changes take place so frequently, economy could

collapse any time.

Impact: Impact means the effect of environment on business. Business
environment has both long-term and short-term impacts on business. For
example, different firms may get influenced differently from change in monetary
policy.

Inter-dependence: A business firm and its environment are mutually
interdependent. The economic status of a country affects the development

oftechnology or it may change the lifestyle of people.

3.4

Elements of Business Environment

The business environment comprises several elements that influence how

organisations operate. It is crucial to recognise the interconnectivity of these factors,

as they shape the operational landscape and market opportunities Businesses must

understand these elements to successfully navigate their market and maintain a

competitive edge.

Here are the 8 critical elements of the business environment that every business

needs to comprehend:

vV V ¥V ¥V V V¥V V V

Political environment
Economic environment
Social environment
Demographic environment
Technological environment
Legal environment
Environmental factors
International environment

Each of these elements plays an integral part in shaping business strategies

and decisions, allowing businesses to respond proactively to changes and anticipate

future developments in the market.

1.

Political environment

The political environment is a crucial factor that affects business operations

by shaping government policies, regulations, and the overall political stability
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in a country. This environment directly impacts the decisions made by
businesses, as governmental actions influence aspects such as taxation, trade
tariffs, and industry-specific regulations. A stable political environment
provides businesses with confidence, while instability can introduce risk and

uncertainties.

» Government policies: Government decisions on taxation, subsidies, and
incentives play a key role in shaping business strategies. Policies that
encourage investment can help businesses thrive, whereas policy changes

may lead to disruptions.

> Political stability: Political stability fosters a conducive environment for
long-term investments and business expansion. Uncertainties, such as

political unrest, can deter investors and affect market conditions.

» Trade regulations: Tariffs, import/export restrictions, and international
trade agreements affect the flow of goods and services. Businesses must
navigate these regulations to ensure compliance and optimise their global

supply chains.

»  Government initiatives: In India, government schemes like "Make in India"
and "Digital India" promote entrepreneurship and innovation. These
initiatives help businesses capitalise on new opportunities while

contributing to economic growth.

» Labour laws: The political environment also governs labour laws, which
can impact wages, working condition and employee rights, influencing

business operations.
Economic environment

The economic environment refers to the economic conditions and factors
that shape business activities. These include inflation rates, interest rates,
unemployment levels, and overall economic growth. Economic factors are
critical for businesses, as they directly affect demand, supply, and pricing

strategies.

» Inflation rates: High inflation can raise production costs, impacting profit
margins. Businesses need to adapt their pricing strategies to avoid losing

customers due to rising costs.



» Interest rates: The cost of borrowing affects businesses looking to invest
in growth. Low-interest rates can encourage expansion, while high rates

may discourage new investments and limit business opportunities.

» Unemployment levels: The rate of unemployment affects consumer
spending. A higher employment rate generally leads to increased consumer

demand, benefiting businesses.

» Economic growth: A growing economy creates more opportunities for
businesses to expand and innovate. Conversely, during economic
downturns, businesses may experience decreased demand and must

adjust the strategies.

» Government fiscal policies: Government actions like budget
announcements, taxation policies, and monetary policies have a direct
impact on business operations. Understanding these factors helps

businesses plan their financial strategies effectively.
Social environment

The social environment influences businesses by shaping consumer
preferences, societal norms, and cultural trends This environment can drive
the demand for new products and services, making it essential for businesses

to stay attuned to changing social dynamics.

» Cultural norms: Societal values and traditions affect how consumers
perceive products. Businesses must understand these cultural differences
when marketing products or services, especially in a diverse country

India.

» Social trends: Trends such as increased health consciousness or
environmental awareness influence the type of products consumers are
likely to buy. Businesses need to adjust their offerings to cater to these

evolving demands.

» Lifestyle changes: Changes in work culture, family structures, and leisure
activities can affect consumer behaviour. For example, the rise of remote
work during the COVID-19 pandemic led to an increased demand for

home office products and technology solutions.

» Technological adoption: The growing use of smartphones, the internet,
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and social media has transformed the way businesses interact with
customers. Companies must leverage digital tools to stay connected

with their target audience.

Income disparities: Social inequality, such as the divide between affluent
and low-income consumers, influences purchasing decisions. Businesses
need to segment their target market accordingly to design products that

appeal to different income groups.

Demographic environment

The demographic environment refers to the statistical characteristics ofa

population, such as age, gender, income education, and occupation. These

factors significantly affect market demand, requiring businesses to adapt their

strategies to cater to diverse population segments.

>

Age distribution: India's large youth population presents opportunities
for businesses offering products and services targeted at younger
consumers, such as tech gadgets or fashion. Conversely, an ageing

population may create demand for health-related products and services.

Income levels: Businesses need to understand the income distribution
across different demographic groups for instance, premium products
may appeal to affluent consumers, while budget-friendly options are

more suitable for the middle or lower-income groups.

Urbanisation: Rapid urbanisation in India has led to increased demand
for housing, consumer goods, and services. Businesses can tap into

urban markets by focusing on convenience and modern lifestyles.

Education levels: Higher education levels among the population lead to
increased demand for specialised go and services. Businesses can cater
to this demographic by offering products that require a certain level of

understanding or expertise.

Family structure: Changes in family size and structure influence consumer
spending. Smaller families or nuclear families may have different

purchasing needs compared to joint families.



Technological environment

The technological environment refers to the impact of technological innovations

on business processes, product development, and customer engagement. In

today's fast-paced world, technological advancements can provide businesses

with a competitive edge.

>

Digital transformation: The rise of e-commerce, cloud computing, and
artificial intelligence has reshaped industries. Businesses must adopt these
technologies to enhance operational efficiency and improve customer

experience.

Automation: The automation of manufacturing processes, customer
service functions, and marketing campaigns reduces costs and improves
productivity. Companies that embrace automation can remain competitive

in arapidly evolving market.

Innovation in communication: New communication technologies like 5G

and social media platforms have transformed how businesses

interact with customers. These tools enable more direct and personalised

marketing, which can drive customer loyalty.

Mobile technology: The widespread use of smartphones in India has
opened up new avenues for businesses to reach consumers via mobile

apps and mobile-friendly websites.

Cybersecurity: As businesses embrace technology, the need for robust
cybersecurity measures becomes critical. Companies must protect their

data and ensure secure transactions to maintain customer trust.

Legal environment

The legal environment refers to the laws and regulations governing business

operations. Compliance with legal requirements is crucial for businesses to

operate smoothly and avoid legal issues.

>

Labour laws: Businesses must comply with national and state-level labour
laws to ensure fair treatment of employees. These laws cover aspects

such as wages, working hours, and employee benefits.

Taxation laws: Tax regulations, including Goods and Services Tax (GST)

Strategic Management

41



Strategic Management

42

in India, impact how businesses manage their finances. Compliance with
tax laws helps businesses avoid penalties and maintain a positive public
image.

Intellectual property rights: Protecting intellectual property, such as
trademarks, patents, and copyrights, is essential for businesses to

safeguard their innovations and avoid infringement.

Consumer protection laws: Consumer rights are protected under various
laws. Businesses must ensure that their products and services meet safety

and quality standards to prevent legal disputes.

Corporate governance: Adherence to corporate governance standards
ensures transparency, accountability, and ethical practices, building trust

with investors and customers.

Environmental factors

Environmental factors refer to the natural resources and conditions that impact

business operations, including climate change, natural disasters, and

sustainability practices. Businesses must adapt to these changes to ensure

long-term growth.

>

Climate change: The increasing impact of climate change requires
businesses to consider their environmental footprint. Companies in
industries such as agriculture, manufacturing, and energy must adopt

sustainable practices to reduce their impact.

Natural disasters: Natural disasters like floods, earthquakes, and
droughts can disrupt supply chains and affect business operations.
Companies must develop contingency plans to mitigate the impact of

such events.

Regulatory pressures: Governments worldwide are introducing stricter
environmental regulations. Businesses must comply with these regulations

to avoid penalties and contribute to sustainable development.

Eco-friendly products: Consumer demand for eco-friendly products is
rising. Businesses can capitalize on this trend by offering products that
align with environmental values, such as reusable goods or energy-

efficient appliances.



>

Sustainability practices: Companies are increasingly investing in green
technologies and sustainable production processes to minimise waste

and energy consumption, contributing to environmental conservation.

International environment

The international environment refers to the global factors that impact business

operations. These include trade policies, foreign exchange rates, international

competition, and geopolitical factors.

>

Global trade policies: International trade agreements, tariffs, and
restrictions affect the movement of goods across borders. Businesses
must stay informed about these policies to optimise their import/export

strategies.

Foreign exchange rates: Fluctuations in currency exchange rates can
impact businesses involved in international trade. A strong rupee, for

example, can make Indian exports more expensive, reducing demand.

Geopolitical factors: Political instability in other countries can disrupt
global supply chains. Businesses must assess the risks associated with

operating in international markets and adjust their strategies accordingly.

Market trends: International market trends can influence business
decisions, such as product development and marketing strategies. Global
consumer preferences and cultural shifts affect demand for products

and services.

Foreign competition: As Indian businesses expand globally, they face
increased competition from international players. Companies must

innovate and differentiate their products to maintain a competitive edge.

3.5

Micro environment:

Those factors which have a direct impact on business. The various constituents

under micro environment are as follows:

>

Suppliers of inputs: The suppliers of inputs are important factors in the external

micro environment of a firm. Suppliers provide raw material and resources

to the firm. A firm should have more than one supplier for proper inflow of

mputs.
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Customers: They are the buyers of the firm's products and services. Customers
are an important part of the external micro environment because sales ofa
product or service are critical for a firm's survival and growth, so it is necessary

to keep the customers satisfied.

Marketing intermediaries: Intermediaries play an essential role of selling and
distributing its products to the final customers. Marketing intermediaries are
an important link between a business firm and its ultimate customers. Retailers
and wholesalers buy in bulk and sell business products and services to the

ultimate consumer.

Competitors: Competitors are the rivalry in business. Competition can be
based on pricing of products or based on competitive advertising. For
example, organisations may sponsor some events to promote the sale of
different varieties and models oftheir products. Business formulates strategies

after analysing their competitor.

Public: Public or groups, such as environmentalists, media groups, women's
associations, consumer protection groups, are important factors in the external
micro environment. Public, according to Philip Kotler, is any group that has
an actual or potential interest in or impact on the company's ability to achieve

its objective.

3.6

Macro Environment:

These are the factors or conditions which are general to all businesses and

are uncontrollable. Because of the uncontrollable nature of macro forces, a firm

needs to adjust or adapt it to these external forces. These factors are as follows:

>

Economic environment: All those forces which have an economic impact on
businesses are called the economic environment. It includes agriculture,
industrial production, infrastructure, and planning, basic economic philosophy,
stages of economic development, trade cycles, national income, per capita
income, savings, money, etc., For example, low per capita income will

negatively impact business because people have less money to spend.

Political-legal environment: The activities of legislature, executive and judiciary
play a vital role in shaping, directing, developing and controlling business

activities. Rules and regulations, framed by the government, like licensing



policy, polythene ban, etc., affect the business. Business growth can be

achieved by using a stable and dynamic political-legal environment.

»  Technological environment: Systematic application of scientific or other
organised knowledge to practical tasks or activities is called technology. As
it is changing fast, businessmen should keep a close look on those

technological changes for its adaptation in their business activities.

»  Global or international environment: The global environment is also important
for shaping business activity. In the era of globalization, the whole world is a
market. Business analyses the international environment to cope up with the

changes.

»  Socio-cultural environment: People's attitude towards work and wealth,
lifestyle, ethical issues, role of family, marriage, religion and education and

also social responsiveness of business affect the business.

»  Demographic environment: Population size and growth, life expectancy of

the people, rural-urban distribution of population, and technology.

3.7 Environmental Scanning and Opportunities:

The term 'environment' means surroundings near you, which includes all
components of environment like physical environment, social environment and
governing environment. The physical environment consists ofplants, land, water
and all natural resources. The social environment consists of labourers, staff,
management, suppliers, customers or all other human resources. Governing
environment is the rules, regulations and policies of the government. The term
'screening' means the process of evaluation or assessment of anything with the

purpose of gathering data on any subject matter and coming to a conclusion.

Thus, you can conclude that environmental screening is a process in which
an organisation makes assessment or analysis of all the components of the
environment and screens their impact on its functioning, stability, growth and profits.
For an effective environmental screening, an organisation must follow the following

steps:

1. Defining the type of business: First, the organisation should assess what type
ofbusiness it is dealing in and later on decide how environment will impact it.
The same environment affects the clothing business and food business
differently.
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Defining the scope of project: If screening is done for a particular project,
then it is necessary to define the scope of the project. The scope will decide

how environment will affect the project of the organisation.

Defining the type of environment: It is important to define what type of
environment an organisation is working in. It is important to consider all
types of components of the environment, such as physical, social or governing,

and how the business will be affected due to them.

Preparing a report: A detailed report should be made on how the organisation

will be affected by the surrounding environment.

Monitoring: Environment is not a static thing. It keeps on changing its features
and characteristics. For example, employees keep on changing their jobs,
customers keep on changing their choices, the government keeps on changing
its policies, etc. Thus, environment and its impacts should also be constantly
monitored. Ifan effective environmental screening is done properly, then it

gives following benefits:

» It gives aclear picture of what kind of environment the organisation is
working in. Also, the organisation becomes aware of the features of

different components of the environment.

» Organisation gets the idea of opportunities and threats possible in the

environment.

» The organisation is able to define the scope of'its business, like how
much the organisation can grow and to what extent it canraise its targets

and profits.
»  The organisation becomes aware of the existing and possible competitors.

»  Continuous monitoring of the environment makes an organisation aware
ofthe upcoming dangers and updates for future challenges. This makes
an organisation aware of its customers' choices, so that the organisation

could further improve the quality of'its products or services.

3.8

Environmental Risks:

The term 'risk' means a situation or circumstance where there is an exposure

to danger. Business risk, therefore, means when an organisation is exposed to

danger or threat, which could lower its profits or which may hamper the achievement

of its targets. Any threat which may harm the normal functioning of an organisation

1s known as business risk.



Any exposed risk could affect the organisation in the following ways:
It could disrupt normal working

It could create an adverse effect on sales or revenue

It could defame the brand image

It could create an adverse impact on growth

It is not factually correct every time to blame managers or staff for the risk. A risk

to business occurs because of many reasons.

Following are the reasons which may cause a business risk:
Preference of customers, their demand and sales

Overall, per unit cost to the company

Existing competition in the market

Economic climate

Government policies, rules and regulations

Assessing risk means making an estimate of what level of risk is present in the
given business situation. Thus, risk assessment is actually risk measurement.
Following steps are to be taken to assess risk:

1. Define the type of risk: There are various types of risks that are present in
the market, to which a business is exposed. The first step is to identify the
types of risks that are present.

There are following types ofrisks present in the market:

» Financial risks: Financial risks are risks which affect the financial or
monetary position of an organisation. Financial risks include credit risk,
liquidity risk, asset-based risk, foreign investment risk, equity risk,
currency risk, etc. In these types ofrisks, the organisation faces money
CTiSIS.

» Marketing risks: When an organisation fails to make a better marketing
strategy for its products or services, it faces such types of risks. These
include a failure of marketing of products or services, risk, risk related
to product development, product pricing, product promotion, etc.

» Operational risks: When an organisation fails to properly operate its
day-to-day functioning, it is known as operational risk. In these kinds of
risks, employees are not able to work properly for the organisation.
For example, risk of electricity cut off; risk of disruption in the Internet,
etc.
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» Strategic risks: When there is a failure in proper strategy making or
when strategy is not updated as per the changes in the environment,
such situation is known as strategic risk; for example, failure of
management in adapting new technology, failure in meeting customers'

demands, etc.

» Workforce risks: When the workforce of the organisation does not
perform its duties well or does not work for the organisation, it is known
as work-force risks; for example, strike of labourers, continuous absence

oflabourers or employees, etc.

Estimate the likelihood of occurring: After analysing all types of risks an
organisation needs to estimate what are the fair chances of each risk occurring
in the future. Various techniques like percentages or probability can be used
to estimate the chances of occurrence of risk. For example, there are twenty-
five percent chances that the demand is going to fall down in the coming time

for the said project.

Estimate the loss: After identifying the risks, the organisation has to estimate
the chances of its occurrence and the extent of loss it may cause to the
organisation. For example, there are twenty-five percent chances that the
demand may fall for the said project and, consequently, the organisation

may suffer loss of revenue of one million rupees in one month of time.

Decide whether or not to take the risk: The organisation has come to a
rough figure of how much loss it is going to suffer if the risk proves to be
right. The organisation takes decision whether or not that risk is worth taking.
In the above example, there are seventy-five percent chances that the demand
would not fall and if the demand rises, the organisation would have a profit
of ten million rupees in the coming month. So, considering all these factors,

the project is worthy to be taken.

3.9

How the Environment Affects Strategy:

The environment plays a crucial role in shaping an organization's strategy

because it determines opportunities, threats, and constraints. A company does not

operate in isolation-it must align its strategy with both internal and external

environmental factors.



External Environment Influence

The external environment includes factors outside the organization that it

cannot control but must respond to.

(@)
>

(b)

©

@

(e)

Economic Environment

Inflation, interest rates, income levels, and economic growth affect

demand.

Example: During a recession, companies may adopt cost-cutting

strategies instead of expansion.
Political and Legal Environment
Government policies, laws, taxation, and regulations impact strategy.

Example: Strict environmental laws may force firms to adopt green

strategies.

Technological Environment

Rapid technological changes can make products obsolete.
Companies must innovate to stay competitive.

Example: Shift to digital platforms (e.g., online banking, e-commerce).
Socio-Cultural Environment

Consumer preferences, lifestyles, values, and demographics influence
strategy.

Example: Growing health awareness leads companies to offer organic

or healthy products.
Competitive Environment

Number of competitors, their strategies, and market position affect

decisions.

Example: Firms may adopt differentiation or cost leadership strategies

to compete.

Internal Environment Influence: The internal environment includes

factors within the organization.

(@)
>

Resources

Financial, human, and physical resources determine what strategy is

possible.
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(b)

Example: A firm with limited funds may avoid expansion.
Capabilities and Core Competencies

Unique strengths (like brand, technology, skills) shape strategy.
Example: Apple focuses on innovation and premium differentiation.
Organizational Culture

Values and beliefs influence decision-making and strategy implementation.

Example: A culture of innovation supports creative strategies.

3. Global Environment Impact : Globalization increases competition and

opportunities. That's why Firms must consider:

>

>

>

International markets
Exchange rates

Cultural differences

Exercises :

Q.1 Answer the following questions in detail:

1.

2.

Define Concept of Business Environment.

Discuss Nature of Business Environment.

Explain Elements of Business Environment.
Evaluate Micro environment.

Discuss Macro Environment.

Explain Environmental Scanning and Opportunities.
Write a note on Environmental Risks.

How the Environment Affects Strategy.

Q.2 State whether the following statements are True or False:

1.

Business environment includes only internal factors.
False
Business aims only at profit and nothing else.

False



10.

11.

12.

13.

14.

15.

External factors of business environment are uncontrollable.

True
Business environment is static in nature.
False
Customers are part of micro environment.
True
Political environment affects business decisions.
True
Technological changes have no impact on business.
False
Internal environment cannot be controlled by business.
False
Environmental scanning helps identify opportunities.
True
Business risk can affect profits and growth.
True
Inflation is part of social environment.
False
Competitors are part of macro environment.
False
Legal environment includes laws and regulations.
True
Environmental factors are not interrelated.
False
Global environment has no impact on local business.

False

Strategic Management

51



Strategic Management

Q.3 Choose the correct answer from the options given below each of the

following statements:

1. Business environment refers to:
A) Internal factors only B) External factors only
C) Bothinternal and external D) None
Answer: B) External factors only

2. Whichis NOT an element of business environment?
A) Political B) Economic C) Personal D) Social
Answer: C) Personal

3. Which environment includes customers and suppliers?
A) Macro B) Micro C) Internal D) Global
Answer: B) Micro

4. Inflationrate is part of:
A) Social environment B) Economic environment
C) Legal environment D) Political environment
Answer: B) Economic environment

5. Which factor affects taxation policies?
A) Economic B) Political
C) Social D) Technological
Answer: B) Political

6. Environmental scanning means:
A) Ignoring environment B) Analysing environment
C) Controlling environment D) Changing environment
Answer: B) Analysing environment

7.  Whichis a technological factor?
A) Culture B) Internet C) Law D) Income

Answer: B) Internet
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10.

11.

12.

13.

14.

Business risk means:

A) Profit

C) Exposureto loss
Answer: C) Exposure to loss
Which is NOT a type of risk?
A) Financial B) Marketing
Answer: C) Political

Labour laws come under:

A) Legal environment

C) Economic environment

Answer: A) Legal environment

Strategic Management

B) Safety

D) Growth

C) Political

D) Operational

B) Social environment

D) Technological environment

Smartphones replacing telephones is an example of:

A) Social change

C) Technological change

B) Political change

D) Legal change

Answer: C) Technological change

Which environment deals with population data?

A) Social

Answer: B) Demographic

B) Demographic C) Political

D) Economic

Which factor affects consumer preferences?

A) Social environment

C) Legal environment

Answer: A) Social environment

Exchange rates belong to:
A) Social environment

C) Legal environment

B) Economic environment

D) Political environment

B) International environment

D) Technological environment

Answer: B) International environment
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15. Competitors influence:
A) Strategy B) Weather C) Nature D) Population

Answer: A) Strategy
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Unit : 4
External Analysis for Strategic Advantage

4.1 Introduction

4.2 Whatis Strategic Organisation?

4.3 Benefits of Conducting Strategic Analysis
4.4 Limitations of Strategic Analysis

4.5 Resources

4.6 Competencies and Talent

4.7 Fundamental Skills

4.8 Strategic Analysis Types

4.9 Value Chain Analysis

4.10 How to Conduct a Value Chain Analysis?
4.11 The VRIO Framework

> Exercise

4.1 Introduction

Strategic analysis is a crucial process for any organization aiming to make
informed, forward-looking decisions. By examining internal strengths and
weaknesses along with external opportunities and threats, businesses can set a
clear direction, make better choices, and stay competitive. For leaders, strategists,
and managers, understanding the tools and steps involved in strategic analysis is

essential for aligning efforts with long-term goals.

An organisation functions within a particular environment which is comprised
of internal and external environments. The internal environment of an organisation
includes its employees, its policies that exist in the organisation, its strategy, its
mission, etc. The internal environment is responsible to reflect the common purpose
ofthe organisation. The external environment includes government, regulating
agencies, customers, suppliers, public at large, etc. They affect the business strategy

of'the organisation. Internal environment is managed internally by the keypersons
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ofthe organisation. Thus, it is important for an organisation to screen the external
environment in detail to make a strategy that could work for it. SWOT technique is
used to make a complete analysis of internal and external environment of an

organisation.

4.2 Whatis Strategic Organisation?

Strategic analysis is the process of evaluating an organization's internal and
external environments to inform decision-making and guide long-term strategic
planning. This involves assessing internal strengths and weaknesses, understanding
market dynamics, and identifying external opportunities and threats that may impact

the business.

The primary purpose of strategic analysis is to provide a clear, data-driven
foundation for setting goals and making informed strategic choices. By understanding
both internal and external factors affecting the business, organizations can make
decisions that align with their vision, optimize resource allocation, and enhance
their competitive position. Strategic analysis ultimately serves as a roadmap, helping

organizations stay proactive, adapt to changes, and pursue sustainable growth.

4.3 Benefits of Conducting Strategic Analysis

Strategic analysis provides a structured approach to understanding both
internal capabilities and external influences, leading to more effective planning and

decision-making. Here are key benefits of conducting a thorough strategic analysis.
»  Informs Better Decision-Making

Strategic analysis equips leaders with data and insights that clarify options
and their potential outcomes. By basing decisions on a comprehensive
understanding of internal strengths and market dynamics, organizations can

make informed, confident choices that drive progress.
»  Enhances Competitive Advantage

Through strategic analysis, companies can identify unique strengths and
market opportunities, which helps them stand out among competitors. By
leveraging insights into customer needs, competitor activities, and industry
trends, businesses can position themselves more effectively, enhancing their

competitive edge.



Supports Resource Allocation and Efficiency

A strategic analysis highlights the areas where resources-such as time, budget,
and talent-can have the greatest impact. This enables leaders to allocate
resources more efficiently, focusing on initiatives that align with strategic

priorities and maximize return on investment.
Improves Risk Management and Preparedness

Understanding potential threats, both internal and external, allows
organizations to anticipate and manage risks proactively. Strategic analysis
provides early insights into challenges and disruptions, so companies can

develop contingency plans and stay resilient even in uncertain conditions.
Fosters Organizational Alignment and Focus

Strategic analysis helps unify the organization around a shared understanding
of goals, opportunities, and challenges. By aligning departments and teams
with the organization's strategic vision, strategic analysis encourages focused

efforts that drive cohesive and consistent growth.

4.4

Limitations of Strategic Analysis

While strategic analysis is essential for informed decision-making, it does

have certain limitations that organizations should keep in mind. Here are some of

the main challenges associated with the process.

>

Time-Consuming and Resource-Intensive

Strategic analysis requires considerable time and resources to gather data,
conduct evaluations, and develop actionable insights. Smaller organizations
or those with limited resources may find the process challenging to implement
regularly.

Relies on Accurate and Up-to-Date Data

The effectiveness of strategic analysis depends heavily on the quality and
timeliness ofthe data used. Outdated or inaccurate information can lead to
misinformed decisions and missed opportunities, making data integrity

essential.
Difficulty Adapting to Rapid Market Changes

In fast-moving markets, the conditions and competitive landscape can change

quickly, sometimes rendering parts of the analysis obsolete. Organizations
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may struggle to keep their strategic insights relevant in rapidly evolving

industries.
»  CanEncourage Over-Analysis or "Paralysis by Analysis"

With the wealth of data available, there's a risk of getting bogged down in
excessive analysis, leading to indecision. This "paralysis by analysis" can
delay crucial decisions, reducing the agility needed to act on emerging

opportunities.
»  Potential Bias in Interpretation

Strategic analysis often involves subjective interpretation, which can introduce
personal biases. Leaders and analysts may emphasize certain data points
over others based on assumptions, leading to skewed insights that impact

decision-making.

4.5 Resources

Resources in strategic management are the tangible and intangible assets
(human, financial, physical, organizational) a firm owns or controls to create value,
execute strategy, and gain competitive advantage. The Resource-Based View (RBV)
and VRIN framework (Valuable, Rare, Inimitable, Non-substitutable) are core

concepts for analysing how these resources lead to superior performance.
Core Types of Strategic Resources
Resources are typically divided into two main categories:

»  Tangible Resources: Physical assets that can be easily seen, touched, and

quantified, such as cash, property, machinery, and technology.

»  Intangible Resources: Assets that are difficult to quantify, such as brand

reputation, intellectual property, organizational culture, and employee skills.
The Resource-Based View (RBV)

The RBV argues that a firm's internal resources are the main drivers ofits competitive

advantage and performance, rather than just external market factors.

VRIN Framework: To provide a sustainable competitive advantage, a resource

must be:

»  Valuable: Helps exploit opportunities or neutralize threats.



»  Rare: Not possessed by many competitors.

»  Inimitable: Difficult or costly for competitors to imitate.
»  Non-substitutable: No viable alternatives exist.

4.6 Competencies and Talent

Strategic management competencies and talent involve aligning human capital

with organizational goals to gain a competitive advantage. Essential competencies

include strategic thinking, data analysis, emotional intelligence, and adaptability.

Effective talent management centres on talent acquisition, development, performance

management, and succession planning to build a high-performing, resilient workforce.

Core Competencies in Strategic Management

>

Strategic Thinking & Planning: The ability to visualize the future, analyse
complex environments, and develop long-term plans to achieve competitive

advantage.

Data Analysis & Metrics: Using data to drive decision-making, such as

analysing performance metrics, turnover rates, and ROI on learning.

Emotional Intelligence & Resilience: Leading teams effectively, navigating
complex interpersonal dynamics, and maintaining performance under

pressure.

Business Acumen: Understanding the industry, customer needs, and how to

create organizational value.

Adaptability & Change Management: Implementing new strategies and leading

teams through organizational changes.

Talent Management Strategies

>

Competency Modelling: Identifying specific skills, knowledge, and behaviours

crucial for organizational performance.

Talent Acquisition: Using data to attract the right fit, utilizing employer branding

to attract talent.

Continuous Development: Providing continuous training and upskilling to

keep teams ready for future challenges.

Performance Management: Regularly assessing skills and performance to

align with strategic goals and provide feedback.

Succession Planning: Grooming future leaders to ensure business continuity.
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4.7 Fundamental Skills

Fundamental skills in strategic management include analytical thinking to

interpret data and market trends, leadership for guiding organizational change, and

strong communication to align stakeholders. Key competencies also include financial

acumen, proactive problem-solving, and the ability to apply tools like SWOT or

VRIO analysis to create sustainable competitive advantages.

4.8 Strategic Analysis Types

>

Analytical and Strategic Thinking: Involves interpreting data, benchmarking,

and identifying opportunities to formulate effective strategies.

Leadership and Vision: Driving change, inspiring teams, and making difficult

decisions under uncertainty.

Communication and Alignment: Building consensus among stakeholders and

ensuring clear articulation of goals.

Business Acumen and Financial Skills: Understanding market trends, financial

statements, and resource allocation to ensure profitability.

Implementation and Problem-Solving: Turning plans into action, managing

risks, and adjusting strategies as circumstances change.
Strategic Analysis Types:

Strategic analysis can be divided into two main types: internal and external.
Each type focuses on different factors influencing the organization, providing

a well-rounded view ofits position and potential pathways for growth.
» Internal Strategic Analysis

Internal strategic analysis examines the organization's internal
environment, focusing on resources, capabilities, processes, and overall
strengths and weaknesses. This analysis often involves evaluating aspects
such as employee skills, organizational culture, financial resources, and
operational efficiency. Tools like SWOT analysis and value chain analysis
are commonly used to assess these internal factors, providing insights
into areas where the organization excels or may need improvement.
Understanding internal capabilities helps organizations leverage their

strengths and address any gaps that could hinder progress.



» External Strategic Analysis

External strategic analysis focuses on factors outside the organization
that could impact its performance, such as market trends, competitive
dynamics, regulatory changes, and economic conditions. This analysis
identifies external opportunities the organization can capitalize on, as
well as potential threats it must prepare for. Common tools for external
analysis include PESTLE analysis and Porter's Five Forces, which help
companies understand market influences and competitive pressures. By
recognizing and adapting to external forces, organizations can better

position themselves to thrive in a dynamic environment.

4.9 Value Chain Analysis

Harvard Business School professor Michael E. Porter coined the term "value
chain" in his 1985 book, "Competitive Advantage: Creating and Sustaining Superior
Performance," and since then, analysing the value chain has become an important
way for businesses to improve their operations. Porter separated business operations
into primary activities and support activities. Each activity can be analysed and
optimized to make sure value is efficiently being added and waste is being reduced.
Businesses using value chain analysis can look at every activity and ask two
questions: What value does this step in the process contribute to the final product?

Can that value be accomplished more efficiently?
Value Chain Analysis Components

Examining each component of the value chain reveals opportunities for cutting
waste and adding value that might otherwise go unnoticed. Even small adjustments
in each step can significantly reduce redundancies, ease bottlenecks, and make
process improvements that compound throughout the entire operation to deliver
higher quality goods faster and more reliably. In his book, Porter segments the two
main value categories-primary and support/secondary activities-into subcategories
to help businesses better identify where they can find these adjustments to enhance
both product quality and operational efficiency.

Primary Activities

Primary activities are directly involved in producing and selling products and are

divided into five categories:
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Inbound logistics: Companies typically need to collect, store, and use raw
materials to manufacture their products. Receiving, warehousing, inventory
control, and storage of supplies are considered inbound logistics, which can

be analysed to find ways to cut costs.

Operations: The processes that take raw materials and turn them into the
finished product are known as operations in the value chain. Optimizing the
manufacturing process, including the use of labour and machinery, can help

businesses fulfil orders in less time and for less money.

Outbound logistics: After a product is manufactured, it needs to be prepared
for order fulfilment. Outbound logistics may include shipping products to
retail locations, storing them for ecommerce fulfilment, and managing in-
store inventory levels. Streamlining this step is important because delays
between order placement and the delivery of products could negatively impact

the company's relationship with the customer.

Marketing and sales: A product has no value to customers unless they are
aware of it and can purchase it. Through marketing and sales, a business can
show the value of its products to customers and make them available through

m-store or website sales.

Service: Even though final delivery ofa product often represents the end of
the value chain, some products include post-sale services, like returns,
warranties, and maintenance. These services may add extra value for
customers-and, in some cases, generate extra revenue for companies as
well. Reverse logistics systems can be used to maintain the value ofa product
long after the customer has returned an item, often by repairing or recycling

the product.

Secondary Activities

Secondary activities help increase the efficiency of primary activities and are divided

into four categories:

>

Company infrastructure: The company's infrastructure refers to its
administrative, management, financial, legal, and quality control mechanisms-
the structures a business has in place to make key business decisions and

manage its resources.



Technology development: This support activity includes the implementation
of technological advancements, such as process automation and machinery
upgrades. Technology improvements at various stages, from designing to
manufacturing products, often help to reduce costs and increase efficiency

and productivity.

Human resources management: Whether targeted at welcoming new hires,
implementing updated training programs, or retaining long-term employees,
effective human resources management is crucial. A productive and
knowledgeable staff can address concerns among employees and ascertain

that staff members are happy and productive.

Procurement: Procurement covers the purchase of raw materials, machinery,
office equipment, and office space. Proper procurement operations provide

departments with the resources they need to complete their responsibilities.

4.10

How to Conduct a Value Chain Analysis?

Value chain analysis can seem daunting because of'its widespread scope.

After all, an analysis looks at every step involved in creating and selling a product.

But analysts can simplify the process by following these five steps:

>

Identify primary and support activities: The first step in value chain analysis
involves identifying relevant activities so decision-makers can make
improvements. For example, an electronics manufacturer would classify
assembling the components of a product and shipping its orders to customers
as primary activities. Support activities would include training the sales team
and upgrading the warehouse machinery as new technology becomes available.
This helps analysts determine the improvements that will directly benefit

customers and the ones that will streamline operations and reduce costs.

List the value and cost of each activity: Once all activities are identified,
analysts can dig into each step and look at the value it adds to the product,
as well as the associated costs. The electronics company's assembly process
may be labour-intensive, requiring multiple highly skilled workers to make
sure every device is assembled to exact specifications. But even ifthe process
is costly, this high level of quality control may be crucial to producing reliable

products for customers.
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Research competitors' value chains and customer values: Through market
research, a business can get a baseline for how a competitor's value chain is
structured. For example, that electronics company can research the
competition to answer questions like: Is our assembly process costing more
than a competitor's? How does the quality of our product stack up against
others on the market? Similarly, looking into customer-demand trends and
data from customer surveys can answer questions like: What else would

customers like to see from the products we offer?

Identify links between activities: Each link in the value chain contributes to
the final product. It is critical for analysts to look at how any proposed
changes will affect the value chain, since improving one step may negatively
impact another and could end up decreasing the overall value ofa product.
Ifthe electronics company switches its raw materials to a cheaper alternative,
for example, the assembly process may become more cumbersome and

slow down production.

Identify and implement improvements to create advantages: Once a business
has a clear view of'its entire process and how it compares with competitors'
processes, analysts can find areas for improvement. These fixes can be simple
and small, such as a tweak in the manufacturing process to shave a few
seconds from each product's assembly. Or, the changes may involve major
restructuring, such as abandoning entire product lines. No matter the size of
the improvement, it should aim for the same goal: getting ahead of the
competition by creating a cost advantage or by differentiating products. In
the example ofthe electronics company, decision-makers may have decided
to keep its high-quality raw materials but make some changes to the assembly

process to save time and reduce labour costs.

4.11

The VRIO Framework

The VRIO Framework is rooted in the Resource-Based View (RBV) of the

firm, which emerged as a dominant theory in strategic management during the 1980s

and 1990s. The RBV posits that firms achieve competitive advantages through

their unique bundles of resources and capabilities.

Jay Barney, a prominent scholar in strategic management, formalized the

VRIO Framework in his 1991 paper "Firm Resources and Sustained Competitive



Advantage." Barney expanded on earlier RBV concepts, introducing the VRIO
model as a way to categorize and evaluate resources in terms of their potential to

provide a sustained competitive edge.

The VRIO Framework builds on previous theories, including Edith Penrose's
work on firm growth and Kenneth Andrews' concept of internal capabilities, to
create a more structured approach to resource analysis. Over the years, VRIO
has become a widely used tool in strategic planning and management, helping

businesses worldwide to effectively assess and leverage their internal strengths.
The Four Components of VRIO Analysis

Understanding the VRIO Framework's four components is crucial for
effectively leveraging your company's resources. Each component-Value, Rarity,
Imitability, and Organization-plays a distinct role in determining the strategic

importance of aresource. Let's delve deeper into each element.
1.  Value

A resource is considered valuable ifit enables your organization to implement
strategies that improve efficiency or effectiveness, thereby creating value for
customers and shareholders. Valuable resources help a company to neutralize

threats or exploit opportunities, thus enhancing its competitive position.

For example, a technology company may have proprietary software that
significantly reduces production costs or increases product performance,

directly contributing to its market success.
Identifying Valuable Resources

To identify valuable resources within your company, consider the following

questions:

> Does this resource allow us to exploit an opportunity or mitigate a threat

in the market?
> Does it enable cost reduction or revenue enhancement?
» Can it improve the quality or speed of our operations?

Valuable resources often include things like innovative technologies, a

skilled workforce, efficient processes, or a strong brand reputation.
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Conducting an internal analysis, such as a SWOT analysis, can help

pinpoint these resources.
Examples
» Example 1: Netflix

Netflix's recommendation algorithm is a valuable resource. By analysing
viewer preferences and behaviours, it provides personalized
recommendations, enhancing user experience and engagement. This
technology has been pivotal in retaining subscribers and increasing

viewing time, translating to higher revenue.
» Example 2: Toyota

Toyota's lean manufacturing system, known as the Toyota Production
System (TPS), is another example of a valuable resource. TPS has
significantly reduced waste and improved production efficiency, giving

Toyota a competitive edge in the automotive industry.
2.  Rarity

A resource is rare if it is not widely possessed by competitors. Rarity is
crucial because a valuable resource cannot provide a competitive advantage
ifit is widely available. Rare resources allow a company to outperform its

competitors by providing something unique.
Identifying Rare Resources
To determine if a resource is rare, ask:
» How many competitors possess this resource?
» Isthis resource challenging to acquire?

» Does this resource offer unique capabilities that others cannot easily

replicate?

Rare resources might include patented technologies, exclusive supplier
relationships, or unique organizational cultures. These resources are often
protected by legal mechanisms or are inherently difficult to replicate due to

their unique nature.
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Examples

>

Example 1: Apple

Apple's brand reputation and loyal customer base are rare resources.
Few companies have managed to cultivate such a dedicated following,
allowing Apple to command premium prices and maintain high profit
margins.

Example 2: De Beers

De Beers' control over diamond mining and distribution is a rare
resource. By managing a significant portion of the world's diamond supply,
De Beers can influence market prices and maintain a competitive edge.

3.  Imitability

A resource is inimitable if competitors cannot easily replicate it. This

characteristic is essential for sustaining a competitive advantage over time. If

a resource can be quickly duplicated, its strategic value diminishes.

Identifying Inimitable Resources

To identify inimitable resources, evaluate:

>
>
>

Can competitors easily replicate this resource?
Is the resource protected by patents, trademarks, or copyrights?

Does the resource result from unique historical conditions, causal
ambiguity, or social complexity?

Inimitable resources often arise from unique company histories, complex

organizational cultures, or proprietary knowledge that is difficult to transfer

or imitate.

Examples

>

Example 1: Coca-Cola
Coca-Cola's secret formula is a classic example ofan inimitable resource.
The exact recipe is closely guarded, making it nearly impossible for

competitors to replicate the taste that defines Coca-Cola.
Example 2: Southwest Airlines

Southwest Airlines' organizational culture is inimitable. The company's
unique approach to employee relations and customer service, built over
decades, is complex for competitors to replicate, providing a lasting

competitive edge.
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4.  Organization

For a resource to provide a sustainable competitive advantage, the

organization must be structured to fully leverage it. This means having the

right processes, systems, and cultures to support and utilize the resource

effectively.

Leveraging Organizational Capabilities

To ensure your organization can leverage its resources, consider:

?

Do we have the suitable structures and processes in place to utilize this

resource?
Are our employees trained and motivated to use this resource effectively?

Do our organizational policies support the optimal use of this resource?

Effective organization involves aligning company culture, management

practices, and operational processes to fully exploit valuable, rare, and

inimitable resources. This alignment ensures that resources contribute to the

overall strategic goals.

Examples

> Example 1: Google

Google's organizational structure supports innovation and the effective
use of its technological resources. The company’s emphasis on a flexible,
open work environment fosters creativity and collaboration, allowing it

to continuously innovate and stay ahead of competitors.
Example 2: Zara

Zara's supply chain management is a well-organized resource. The
company's ability to quickly adapt to fashion trends and efficiently bring
new designs to market is supported by its tightly integrated and responsive
supply chain, giving it a competitive advantage in the fast-fashion industry.

Exercises :

Q.1 Answer the following questions in detail:

1.

What is a Strategic Organisation? Discuss in detail.

2. Discuss Benefits of Conducting Strategic Analysis.



Q.2

A S B

10.

State whether the following statements are True or False:

1.

10.

Explain Limitations of Strategic Analysis.
Discuss Resources in detail.

Explain Competencies and Talent.
Discuss Fundamental Skills.

Explain Strategic Analysis Types.

Write a note on Value Chain Analysis

How to Conduct a Value Chain Analysis? Write a detailed note.

Write a note on The VRIO Framework.

Strategic analysis helps in making long-term decisions.

True

External environment includes employees and company policies.

False

SWOT analysis is used to study internal and external environment.

True

Strategic analysis always guarantees success.
False

Tangible resources are non-physical in nature.

False

Intangible resources include brand reputation and goodwill.

True

RBYV focuses only on external environment.

False

Rare resources are possessed by many competitors.
False

Strategic analysis improves decision-making.

True

Value chain analysis helps reduce waste and improve efficiency.

True
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Q.3

11.

12.

13.

14.

15.

Primary activities include marketing and service.

True

Procurement is a primary activity.

False

VRIO framework was developed by Jay Barney.

True

Inimitable resources are easy to copy.

False

Organizational structure is not important for using resources.

False

Choose the correct answer from the options given below each of the

following statements:

1.

Strategic analysis mainly helps in:

a)  Short-term planning b) Long-termdecision-making
c) Ignoring competition d) Reducing employees
Answer: b) Long-term decision-making

Internal environment includes:

a) Customers b) Government ¢) Employeesd) Competitors
Answer: ¢) Employees

Which tool is used for analysing internal and external environment?

a) PESTLE b) SWOT

c¢) BCGMatrix d) Ansoff Matrix

Answer: b) SWOT

Tangible resources are:
a) Non-physical b) Physical assets
c) Skills d) Culture

Answer: b) Physical assets



10.

11.

Which is an intangible resource?
a) Machinery b) Cash
c) Brandreputation d) Building

Answer: ¢) Brand reputation

RBYV stands for:
a) Resource Based Value b) Resource Based View
c) Resource Business Value d) None

Answer: b) Resource Based View

Which of the following is NOT part of VRIN?

a) Valuable b) Rare c) Inimitable d) Organized
Answer: d) Organized

Value chain concept was introduced by:

a) Adam Smith b) Michael Porter

c) Peter Drucker d) JayBarney

Answer: b) Michael Porter

Which is a primary activity?
a) Procurement b) HR management
c) Marketing and sales d) Infrastructure

Answer: ¢) Marketing and sales

Which is a support activity?

a) Operations b) Outbound logistics

c) Technology development d) Marketing

Answer: ¢) Technology development

Strategic analysis helps in:

a) Increasing confusion b) Better decision-making
c) Ignoringrisks d) Reducing planning

Answer: b) Better decision-making
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12.

13.

14.

15.

Rare resources are:
a) Easilyavailable b) Common
c) Unique d) Cheap

Answer: ¢) Unique

Inimitable means:
a) Easyto copy b) Difficult to copy
c) Cheap d) Valuable

Answer: b) Difficult to copy

Which activity involves converting raw materials into products?

a) Marketing b) Operations c) Service d) Procurement
Answer: b) Operations

Organizational alignment helps in:

a) Conflicts b) Clear direction

¢) Reducing performance d) Ignoring goals

Answer: b) Clear direction
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Unit: 5
Strategic Resources and Competitive Advantage

5.1 Introduction

5.1.1 Concept
5.2 PESTLE Analysis
5.3 Five Forces Model by Porter
5.4 Analysis of Industry Structure
5.5 Dynamics of Competition

5.6 Mapping Groups Strategically

> Exercise

5.1 Introduction

Strategic management focuses on achieving and sustaining competitive
advantage in a dynamic business environment. Organizations differ in performance
because of differences in their resources, capabilities, and competencies. These
differences explain why some firms consistently perform better than others in the
same industry. Strategic resources are the assets and strengths that enable a firm to
design and implement effective strategies. When these resources are used efficiently,
they help in achieving superior performance compared to competitors. However,
not all resources lead to success. Only those resources that are valuable, rare,
difficult to imitate, and well-organized contribute to long-term competitive advantage.

In modern business, competition is not only based on physical assets but
also on knowledge, innovation, and adaptability. Firms must continuously develop
and upgrade their resources to respond to changing market conditions, technological
advancements, and customer preferences. This makes strategic management a
continuous and dynamic process rather than a one-time activity. Capabilities play
an important role as they determine how effectively a firm can utilize its resources.
A firm with strong capabilities can combine its resources in a better way to improve
efficiency, reduce costs, and deliver higher value to customers. Over time, these
capabilities develop into core competencies, which become the key drivers of
success. Sustaining competitive advantage is challenging because competitors
constantly try to imitate successful strategies. Therefore, firms must focus on

innovation, differentiation, and continuous improvement to stay ahead. They must
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also align their internal strengths with external opportunities to achieve long-term
growth and profitability.

5.1.1 Concept
Strategic resources are classified into three main categories:

1. Tangible Resources: These are physical and financial assets of an
organization. Like Land, buildings, machinery, Cash, investments, Raw

materials.

2. Intangible Resources: These are non-physical assets. Like Brand
image, Goodwill, Patents and trademarks, Organizational culture

3. Human Resources: These includes, Skills and expertise of employees,
Experience and knowledge and Leadership abilities.

» Capabilities: Capabilities refer to the firm's ability to effectively utilize
its resources. For Example: Efficient production system, strong
distribution network.

» Core Competencies: Core competencies are the unique strengths of
a firm that provide customer value. They are difficult for competitors to

mmitate and can be used across different markets

» Competitive Advantage: Competitive advantage refers to a firm's ability
to outperform competitors.

5.2 PESTLE analysis

PESTLE Analysis is a strategic tool used to examine the external macro-
environmental factors that affect an organization's performance. It helps businesses
identify opportunities and threats arising from political, economic, social, technological,
legal, and environmental forces, enabling better strategic decision-making.

5.2.1 Components of PESTLE Analysis
PESTLE consists of six major external factors:
1)  Political Factors
2) Economic Factors
3) Social Factors
4) Technological
5)  LegalFactors

6) Environmental Factors
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Political Factors

Political factors refer to the impact of government policies, political stability,
and regulations on business operations. Governments influence businesses
through taxation policies, trade restrictions, subsidies, and industrial
regulations. A stable political environment encourages investment and

growth, while instability creates uncertainty and risk.

For example, favourable policies such as tax incentives and infrastructure
development support business expansion. On the other hand, frequent
policy changes, strict regulations, or political unrest can disrupt operations.
Political factors also affect international trade through tariffs and import-
export policies. Therefore, companies must continuously monitor political
developments to align their strategies and ensure compliance with
government regulations.

Economic Factors

Economic factors involve the overall economic conditions that influence
business performance and consumer purchasing power. These include
inflation rates, interest rates, exchange rates, unemployment levels, and
economic growth.

High inflation increases production costs and reduces demand, while low
mnflation supports stable growth. Interest rates affect borrowing costs and
investment decisions. During economic growth, businesses experience
increased demand and profitability, whereas recessions lead to reduced
sales and financial challenges. Exchange rate fluctuations impact international
trade by affecting import and export prices. Businesses must analyse
economic trends to make informed decisions regarding pricing, investment,
and expansion. Proper understanding of economic factors helps

organizations manage risks and take advantage of growth opportunities.
Social Factors

Social factors refer to the cultural, demographic, and societal influences
that affect consumer behaviour and market demand. These include
population growth, age distribution, education levels, lifestyle changes,
and cultural values. For example, a growing young population increases
demand for technology and entertainment products, while an aging
population boosts demand for healthcare services. Changes in lifestyle,
such as increased health awareness, influence demand for organic food
and fitness products. Understanding social trends helps businesses design
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products and marketing strategies that match customer preferences. Failure
to consider these factors can result in poor customer acceptance.
Therefore, companies must continuously study social changes to remain

competitive and relevant in the market.
Technological Factors

Technological factors involve advancements and innovations that impact
business operations and competitiveness. These include automation,

digitalization, research and development, and the use of artificial intelligence.

Technology improves efficiency, reduces costs, and enhances product
quality. It also enables the creation of new products and services, opening
new market opportunities. For instance, the growth of e-commerce and
digital payment systems has transformed business models. However, rapid
technological changes require continuous investment and adaptation. Firms
that fail to adopt new technologies risk becoming obsolete. Additionally,
technological advancements may require skilled employees and increased
training costs. Therefore, businesses must stay updated with technological

trends to maintain their competitive advantage.
Legal Factors

Legal factors refer to the laws and regulations governing business activities.
These include labour laws, consumer protection laws, environmental

regulations, and competition laws.

Compliance with legal requirements is essential to avoid penalties, legal
actions, and reputational damage. Labor laws ensure fair treatment of
employees, while consumer protection laws safeguard customer interests.
Environmental laws require businesses to minimize pollution and adopt
sustainable practices. Legal systems differ across countries, which can
create challenges for multinational companies. Firms must regularly update
their knowledge of legal changes and ensure compliance. Proper
management of legal factors helps maintain smooth operations and builds
trust among stakeholders.

Environmental Factors

Environmental factors involve ecological and environmental considerations

such as climate change, pollution, resource scarcity, and sustainability.

Businesses are increasingly required to adopt environmentally friendly

practices due to government regulations and consumer awareness. For



example, companies are encouraged to reduce carbon emissions, use
renewable energy, and manage waste effectively. Although adopting
sustainable practices may increase costs, it also creates opportunities for
innovation and enhances brand image. Consumers today prefer eco-
friendly products, giving companies a competitive advantage. Failure to
address environmental concerns can lead to legal penalties and damage
to reputation. Therefore, organizations must integrate environmental

sustainability into their strategies for long-term success.

5.3 Five Forces Model by Porter

5.3.1 Definition

The Five Forces Model was developed by Michael Porter. It is a widely

used strategic tool that helps analyse the competitive environment within an

industry. The model identifies five key forces that determine the intensity of

competition and overall profitability of a market. By understanding these

forces, organizations can evaluate their competitive position, identify potential

threats, and develop strategies to improve performance. It is especially useful

for industry analysis, market entry decisions, and strategic planning.

5.3.2 Components of Five Forces Model

The model consists of the following five forces:

1.
2.

Threat of New Entrants
Bargaining Power of Buyers
Bargaining Power of Suppliers
Threat of Substitute Products
Industry Rivalry

Threat of new entrants

This force refers to the possibility of new competitors entering the industry.
When new firms enter, they bring additional capacity, new ideas, and
increased competition, which can reduce the profitability of existing firms.

The level of threat depends on barriers to entry, such as:
» High capital investment requirements

» Strong brand loyalty of existing firms
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» Strict government regulations and licensing
» Economies of scale enjoyed by established companies
» Access to distribution channels

When entry barriers are high, it becomes difficult for new firms to enter,
protecting existing companies. However, when barriers are low, new
entrants can easily enter the market, often introducing innovative products
or lower pricing strategies. This increases competition and reduces profit
margins. Therefore, firms must strengthen barriers (e.g., branding,

patents, cost advantages) to reduce the threat of new entrants.
Bargaining power of buyers

Buyers (customers) have the ability to influence the price, quality, and
terms of purchase. When buyer power is high, customers can demand
lower prices or higher quality, which reduces the profitability of firms.

Buyer power increases when:

There are many alternative products available
Customers are price-sensitive

Buyers purchase in large quantities (bulk buying)

Switching costs are low

vV V V VY V

Customers have full information about the market

In such situations, companies must focus on improving product quality,
offering discounts, or providing better services to retain customers. This
can increase costs and reduce profit margins. On the other hand, when
buyer power is low (limited alternatives, strong brand loyalty), firms
have greater control over pricing and can achieve higher profits.
Therefore, companies try to reduce buyer power through product

differentiation and brand building.
Bargaining Power of Suppliers

Suppliers provide essential inputs such as raw materials, components,
or services. When suppliers have strong bargaining power, they can
increase prices or reduce the quality of inputs, which directly affects the

cost structure of firms. Supplier power is high when:



» There are few suppliers in the market

» Suppliers offer unique or specialized products

» Switching suppliers is costly or difficult

» Suppliers can integrate forward (enter the industry themselves)

In such cases, companies become dependent on suppliers, which
increases operational costs and reduces profitability. On the other hand,
if there are many suppliers and easy availability of alternatives, firms can
negotiate better prices and reduce costs. Companies often try to reduce
supplier power by developing multiple supplier relationships or backward

mtegration.
Threat of substitute products

Substitutes are products or services that fulfil the same need as another
product. A high threat of substitutes limits a company's ability to set high
prices because customers can easily switch to alternatives. Examples
include:

> Teavs Coffee
> BusvsTrain

» Online shopping vs retail stores

The threat of substitutes is high when:

> Substitutes are easily available

» Prices of substitutes are lower

» Switching costs are low

» Substitute products offer similar or better value

When the threat is high, firms must focus on product differentiation,
quality improvement, and brand loyalty to retain customers. If they fail
to do so, customers may shift to alternatives, reducing demand and
profitability.

Industry Rivalry

Industryrivalry refers to the intensity of competition among existing firms
in the market. It is often the strongest force affecting profitability. Rivalry
is high when:
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There are many competitors
Industry growth is slow
Products are similar (low differentiation)

Fixed costs are high

vV V V VY V

Firms compete aggressively through pricing and advertising

High rivalry leads to price wars, heavy promotional expenses, and
continuous innovation, which canreduce profit margins. Companies must
constantly improve efficiency, reduce costs, and differentiate their
products to survive. On the other hand, if rivalry is low (few competitors,

high differentiation), firms can maintain stable prices and higher profits.

5.4 Analysis of Industry Structure

Industry Structure Analysis refers to examining the underlying features of an
industry that determine how firms compete and how profitable the industry is. It
helps organizations understand why some industries are more profitable than others

and how they can position themselves strategically.

This concept is closely linked to Michael Porter's framework, where the
structure of an industry shapes competitive forces and overall performance. Industry
structure isn't just "how many firms exist." It's about how power is distributed in a

market and how that affects:
» Who controls prices
» Who earns profits
» How firms compete (price vs innovation vs branding)
A better way to think about it:
» Industry structure = rules of the game + players + their relative strength
For example:
In a monopoly - firm sets the rules
In perfect competition - market sets the rules

In oligopoly - firms constantly react to each other



Industry structure is analysed by examining how competition is formed and
how it influences the behaviour, strategies, and profitability of firms within the industry.
It focuses on understanding the underlying forces that determine market outcomes,

rather than just describing the market.

The analysis considers the distribution of power among firms, buyers, and
suppliers, as this balance directly affects pricing decisions and profit levels. When
firms hold more power, they can influence prices, whereas stronger buyers or

suppliers reduce firm control.

Entry conditions are critically evaluated to understand the level of competitive
pressure. When entry into the industry is easy, new firms continuously enter the
market, increasing competition and reducing profitability. On the other hand, when
entry is restricted through capital requirements, regulations, or brand dominance,

existing firms enjoy a more secure and profitable position.

Supplier influence is analysed to determine how input costs are controlled. If
suppliers are few or provide specialized inputs, firms become dependent on them,
leading to higher costs and reduced margins. In contrast, when suppliers are many
and inputs are easily available, firms gain bargaining power and can manage costs

more effectively.

Buyer influence is examined by assessing their ability to affect price and
quality. When buyers have multiple choices and low switching costs, they can
demand lower prices and better products. This forces firms to compete more
aggressively, reducing profit margins. If buyers have limited options, firms gain

greater control over pricing.

The impact of substitute products is analysed to understand indirect
competition. Even in industries with limited direct competitors, the presence of
substitutes restricts the ability of firms to raise prices. As substitutes become more

attractive, firms must adjust pricing and strategies, which can limit profitability.

Competitive rivalry within the industry is a central focus of analysis. When
there are many firms of similar size, competition becomes intense. This intensity
increases further when industry growth is slow, as firms must compete for the same
customers. Such conditions often lead to price wars, increased marketing expenses,

and reduced profits.

Strategic Management

81



Strategic Management

82

Cost structure is analysed to understand how it influences firm behaviour.
Industries with high fixed costs create pressure on firms to operate at full capacity.
To cover these costs, firms may reduce prices to increase sales, which intensifies

competition and lowers profit margins across the industry.

The relationship between entry and exit conditions is also important. When
firms can easily enter but face difficulty exiting due to high sunk costs or contractual
obligations, the industry may become overcrowded. Firms continue operating even
at low or negative profits, which increases competition and reduces overall industry

profitability.

Product differentiation is analysed to assess how firms avoid direct
competition. When products are highly differentiated through branding, quality, or
innovation, firms gain some control over pricing. In contrast, when products are

similar, competition becomes price-based, leading to lower margins.

Industry growth conditions are examined to understand competitive dynamics.
In a growing industry, firms can expand without directly competing for market
share, which reduces rivalry. However, in a slow-growing or stagnant industry,
firms compete intensely to capture customers from each other, increasing competitive

pressurce.

Thus, industry structure analysis evaluates how all these factors interact to
determine the level of competition and profitability. Industries with strong competitive
pressures tend to have lower profitability, while those with weaker pressures allow

firms to earn higher and more stable returns.

5.5 Dynamics of Competition

Dynamics of competition means that competition in an industry is not fixed
but continuously changing due to actions and reactions of firms. Firms are
interdependent, meaning the decision of one firm (price cut, new product, expansion)
directly affects others, and they respond accordingly. Competition occurs in two

main forms i.e Price competition and non-Price competition.

1. Price competition - lowering prices to attract customers (may lead to

price wars)



2. Non-price competition - branding, quality, innovation, advertising

»  Innovation drives competition by giving firms temporary advantage, but
competitors quickly imitate, making advantage short-lived. The intensity of
rivalry increases when there are many competitors, Industry growth is slow,

Products are similar & Fixed costs are high.

»  The speed of response matters faster reactions by competitors make
competition more intense and reduce long-term advantages. First movers
gain early benefits, but followers reduce that advantage through imitation

and improvement.

»  Firms may use strategic actions like pricing signals, expansion, or alliances
to influence competitors'behaviour. Entry ofnew firms increases competition,
while exit of firms reduces it. However, high exit barriers keep firms in the
market, increasing pressure. Customer switching affects competitionin two
ways. i.e. Easy switching (high competition) & Difficult switching (stable

market).

Thus, competition is a continuous process of action and reaction, where firms must

keep adjusting their strategies to survive.

5.6 Mapping groups strategically

Strategic group mapping is the process of classifying firms within an industry
into groups based on similar strategies, and understanding these groups in terms of
their resource base and competitive strength. It goes beyond simple positioning

and explains why firms occupy certain positions and how they compete.
1. Strategic Resources as the Basis of Group Formation

» Strategic resources are the core strengths of a firm that support its

strategy and determine its market position. These includes the following:
1. Tangible resources (capital, infrastructure, technology)

2. Intangible resources (brand image, reputation, patents)

3. Human resources (skills, expertise, management capability)

»  Firms with similar resources tend to adopt similar strategies, which leads

to the formation of strategic groups. For Example, Firms with strong
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brands and marketing capabilities position themselves in the premium
segment, while firms with efficient cost structures position themselves in
the low-cost segment. Strategic groups are essentially clusters of firms

with similar resource strengths

2. Strategic Resources Determine Competitive Position

>

A firm's position on the strategic group map (e.g., high price vs low-
price, high-quality vs low quality) is directly influenced by its resources.
Resources shape where a firm can realistically compete in the industry.
Firms with Strong R&D and technology has high innovation position. In
same way, Efficient operations has low-cost position and Strong brand

gives premium positioning.

3. Link between Strategic Groups and Competitive Advantage

>

Competitive advantage arises when a firm uses its resources more
effectively than competitors. Each strategic group represents a distinct
path to competitive advantage. Different groups reflect different sources

of competitive advantage:
Cost leadership group : advantage through efficiency and scale
Differentiation group : advantage through uniqueness, quality, and brand

Firms within the same group compete on similar advantages, making

rivalry intense within the group.

4.  Mobility Barriers Based on Resources

Mobility barriers are obstacles that prevent firms from moving from one

strategic group to another. Strategic resources create entry barriers between

groups, protecting their positions.

>

These barriers arise due to differences in resource requirements:

Moving from low-cost to premium requires brand building and quality

improvement

Moving from premium to low-cost requires cost restructuring and

efficiency
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5. Differences in Profitability across Groups
» Not all strategic groups perform equally. Profitability depends on:
1. Strength and uniqueness ofresources
2. Level of competition within the group
3. Market demand for that group's offerings

»  Groups with strong differentiation and valuable resources often enjoy

higher and more stable profits.
> Better resources ? stronger competitive advantage ? higher profitability
6.  Identification of Direct Competitors

» Strategic group mapping helps firms identify their closest competitors,
i.e., firms with similar resources and strategies. Firms compete most

with those who have similar capabilities and positions.

» Competition is more intense within the group because firms are targeting

the same customers with similar offerings.
7. Strategic Implications for Firms

» Firms can use this analysis to Strengthen their existing resources to
maintain position, develop new capabilities to shift to a more profitable
group and avoid direct competition by choosing a different strategic
position. However, shifting groups requires significant investment and

time due to resource constraints.
Exercises :
Q-1 Answer the following questions in detail:

1. Explain the concept of strategic resources and discuss how they help

organizations achieve competitive advantage.
2. Describe the classification of strategic resources with suitable examples.

3. Explain the concept of capabilities and core competencies. How are
they different from each other?

4. What is PESTLE analysis? Explain its importance in strategic decision-
making.
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Q.2

Q-3

10.

11.

12.

Discuss in detail the political and economic factors of PESTLE analysis

with examples.

Explain the social and technological factors affecting business environment

with suitable illustrations.

Describe the Five Forces Model. How does it help in analysing industry

competitiveness?

Explain the threat of new entrants and bargaining power of buyers with

factors affecting them.

Discuss the role of suppliers and substitutes in determining industry
profitability.

Explain the concept of industry structure analysis and its importance in

strategic management.

Discuss the dynamics of competition and explain how firms respond to
competitive actions.
Explain strategic group mapping and its role in identifying competitive

position and profitability.

Briefly answer the following questions:

1.
2.

8.

Define strategic resources.

What are intangible resources? Give two examples.
Define competitive advantage.

What is meant by PESTLE analysis?

List any four components of PESTLE.

What is industry rivalry?

Define mobility barriers.

What is non-price competition?

Choose the correct answer from the options given below each of the

following statements:

1.

Strategic resources mainly help a firm to

a) Increase expenses

b) Achieve competitive advantage



c) Reduce employees

d) Avoid planning

Strategic Management

Answer: b) Achieve competitive advantage

Which of'the following is a tangible resource?

a) Brandimage b)
c) Machinery d)
Answer: ¢) Machinery

Intangible resources include

Goodwill

Patents

a) Land b) Cash C)
Answer: ¢) Reputation

Human resources mainly include

Reputationd) Equipment

a) Machines b)
c¢) Raw materials d)
Answer: b) Skills and knowledge

PESTLE analysis is used to analyse

Skills and knowledge
Buildings

a) Internal environment b)
c) Financial data d)

Answer: b) External environment

External environment

Production system

Which factor includes inflation and interest rates?

a) Political b) Economic c¢)
Answer: b) Economic

Cultural values are part of

a) Social factors b)
c) Environmental factors d)

Answer: a) Social factors

Technological factors include

Social d) Legal

Legal factors

Political factors

a) Population growth b)
c) Taxpolicy d)

Answer: b) Automation

Automation

Labor law
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10.

11.

12.

13.

14.

15.

The Five Forces Model was developed by

a) Adam Smith b)
c) Michael Porter d)
Answer: ¢) Michael Porter

Threat of new entrants is high when

a) Barriers are high b)
c) Costsare high d)
Answer: b) Barriers are low

Buyer power increases when

a) Few alternatives exist b)
c) Many alternatives exist d)
Answer: ¢) Many alternatives exist
Supplier power is high when

a) Many suppliers exist b)
c) Few suppliers exist d)

Answer: ¢) Few suppliers exist

Substitute products -
a) Increase profits always b)
c) Limit pricing power d)

Answer: ¢) Limit pricing power
Industry rivalry is high when

a) Few firms exist b)
c) Many competitors exist d)
Answer: ¢) Many competitors exist
Strategic group mapping helps to

a) Reduce production b)
c) Increase costs d)

Answer: b) Identify competitors

Peter Drucker

Henry Fayol

Barriers are low

Demand is low

Switching costs are high

Brand loyalty is strong

Inputs are standardized

Switching is easy

Reduce competition

Increase demand always

High differentiation exists

Demand is stable

Identify competitors

Avoid planning



Q.4 Write short notes on:

1.

S

Capabilities and Core Competencies
Economic Factors in PESTLE
Threat of Substitute Products
Dynamics of Competition

Mobility Barriers in Strategic Groups

sk sk sk sk sk sk ske sk sk skeoske sk skeoskeosk sk sk sk
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Unit: 6
Developing Goals and Strategic Intent

6.1 Introduction

6.2 Elements of Good Mission Statement
6.3 Strategic Intent

6.4 Organization Goals and Objectives
6.5 Balancing Goal Framework

> Exercise

6.1 Introduction

Developing goals and strategic intent is a fundamental process that determines
how effectively an organization or individual can move from vision to actual
achievement. Strategic intent represents a clear and compelling long-term aspiration
that defines what the organization ultimately wants to become or accomplish. It
goes beyond short-term targets and focuses on creating a future position that may
require sustained effort, innovation, and commitment. This intent acts as a unifying
force, giving all stakeholders a shared sense of purpose and direction. It also
influences how resources are allocated, how priorities are set, and how decisions

are made at every level.

Goals play a crucial role in operationalizing this strategic intent. While strategic
intent is broad and visionary, goals break it down into specific, structured, and
achievable outcomes. These goals provide clarity by outlining what needs to be
done within a certain timeframe, making the overall vision more tangible and
actionable. By setting clear goals, organizations can ensure that their daily activities
and short-term plans are aligned with their long-term aspirations. This alignment
reduces ambiguity and helps avoid wasted effort on activities that do not contribute

to the desired future state.

The connection between strategic intent and goals is essential for maintaining
focus and consistency. When both are properly aligned, they create a coherent
framework where every action supports the overall mission. This alignment also

enhances coordination across departments and teams, ensuring that all parts ofthe



organization work in harmony rather than in isolation. As a result, organizations are
better equipped to respond to external changes, such as market competition,
technological advancements, or economic shifts, while staying true to their long-

term direction.

Furthermore, well-developed goals contribute to accountability and
performance management. Because goals are measurable, they allow organizations
to track progress, evaluate outcomes, and identify areas that need improvement.
This continuous monitoring helps in making informed adjustments and maintaining
momentum toward achieving strategic intent. It also motivates employees by giving

them clear targets and a sense ofresponsibility for results.

In a rapidly changing and uncertain environment, the importance of strong
strategic intent supported by clear goals becomes even more evident. Organizations
that lack direction often struggle with inconsistency and inefficiency, whereas those
with a well-defined intent and structured goals are more likely to achieve sustainable
growth and innovation. Ultimately, strategic intent provides the vision, while goals
provide the path, and together they create a powerful mechanism for driving long-

term success and meaningful achievement.

6.2 Elements of good mission statement

A strong mission statement does more than just describe what an organization
does-it serves as a foundation for decision-making, culture, and long-term direction.

Below is a more detailed look at the key elements and why each one matters:
Key Elements of a Strong Mission Statement
1.  Clear Purpose (Why the organization exists)

A mission statement must clearly express the fundamental reason for the
organization's existence. It should go beyond profit-making and reflect the
deeper purpose, such as solving a problem, fulfilling a need, or contributing
to society. A well-defined purpose provides meaning to all organizational
activities and helps guide decisions, ensuring that every action aligns with this

central reason for being.
2.  Defined Target Audience (Who it serves)

An effective mission identifies the specific group of people or entities the

organization is designed to serve. This could include customers, communities,
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or particular market segments. By clearly defining its audience, the organization
avoids a scattered approach and instead focuses its efforts on meeting the

needs and expectations of those it aims to impact most.
Description of Products or Services (What it does)

The mission statement should briefly describe the core activities, products,
or services offered by the organization. This provides clarity and helps both
internal and external stakeholders understand what the organization actually
does. It grounds the mission in practical reality and ensures that it is not too

abstract or disconnected from daily operations.
Core Values and Beliefs (How it operates)

A strong mission reflects the values and principles that guide the organization's
behaviour and decision-making. These may include integrity, innovation,
customer focus, or social responsibility. By incorporating values, the mission
communicates the ethical foundation and culture ofthe organization, shaping

how it interacts with stakeholders and conducts its activities.
Unique Value Proposition (What makes it different)

The mission should highlight what distinguishes the organization from others
in the same field. This uniqueness could lie in the quality of'its offerings, its
innovative approach, affordability, or commitment to excellence. Clearly
stating this differentiation helps position the organization competitively and

reinforces its identity in the market.
Inspirational and Motivational Tone

An effective mission statement should inspire and energize employees,
stakeholders, and customers. It should evoke a sense of purpose and pride,
encouraging people to feel connected to the organization's goals. A motivating
tone helps build commitment and drives individuals to contribute actively

toward achieving the mission.
Clarity and Conciseness

Despite containing essential information, a mission statement should be simple,

clear, and easy to understand. It is typically expressed in one or two sentences,



avoiding complex language or jargon. Clarity ensures that the mission can be

easily communicated, remembered, and applied in everyday decision-making.
Alignment with Strategy and Actions

A mission statement is meaningful only when it is reflected in the organization's
actual practices. All strategies, policies, and daily activities should align with
the mission, ensuring consistency between what the organization says and
what it does. This alignment strengthens credibility and ensures that the mission

serves as a practical guide rather than just a symbolic statement.

In essence, an effective mission statement acts as a compass-it keeps an
organization oriented toward its purpose while guiding choices and inspiring
everyone involved. Ifyou'd like, I can break this down into examples or help

you evaluate an existing mission statement.

6.3

Strategic intent

Strategic intent is a powerful concept in strategic management that defines

an organization's long-term ambition and desired future position. It goes beyond

routine planning by providing a clear sense of direction and purpose, motivating

the organization to strive for excellence and competitive advantage. Rather than

focusing on current capabilities, strategic intent emphasizes where the organization

wants to be in the future and inspires continuous effort, innovation, and commitment

across all levels.

Key Elements of Strategic Intent

1.

Long-Term Orientation

Strategic intent is inherently future-focused, often extending over many years
or even decades. It is not concerned with immediate gains alone but with
building a sustainable position over time. This long-term perspective allows
organizations to plan for growth, anticipate changes in the environment, and
invest in capabilities that will ensure continued success. It also helps avoid
short-sighted decisions that may bring quick results but harm long-term

objectives.
Ambition and Stretch

A strong strategic intent is ambitious and challenges the organization to go

beyond its current capabilities. It sets "stretch goals" that may seem difficult
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but encourage innovation, creativity, and continuous improvement. This
element pushes organizations to explore new opportunities, develop new
competencies, and outperform competitors rather than settling for average

performance.
Clear Direction

Strategic intent provides a clear and unified direction for the entire organization.
It acts as a guiding star, ensuring that all decisions, actions, and strategies are
aligned toward a common purpose. With a well-defined direction, employees
at all levels understand what they are working toward, which reduces confusion

and increases organizational coherence.
Sense of Urgency

Despite being long-term in nature, strategic intent creates a strong sense of
urgency in the present. It motivates organizations to act proactively rather
than reactively, encouraging timely decision-making and continuous progress.
This urgency prevents complacency and ensures that the organization

consistently moves forward toward its desired future.
Resource Leverage

Strategic intent emphasizes making the most effective use of available
resources rather than relying solely on abundant resources. It encourages
innovation, efficiency, and creative problem-solving to achieve goals.
Organizations learn to do more with less by leveraging their strengths,

optimizing processes, and finding new ways to maximize output.
Consistency Over Time

While strategies and tactics may evolve in response to changing circumstances,
the core strategic intent remains stable. This consistency provides continuity
and ensures that the organization does not lose sight of its long-term purpose.
It helps maintain focus and prevents frequent shifts in direction that can lead

to confusion and inefficiency.
Inspirational and Motivational Nature

Strategic intent is not just a plan-it is a powerful source of inspiration. It
energizes employees and stakeholders by giving them a meaningful goal to

strive toward. When people connect with the vision, they are more committed,



engaged, and willing to put in extra effort, which ultimately drives better

performance and organizational success.

6.4 Organization goals and objectives

Organizational goals and objectives are fundamental elements of management
that guide the direction and activities ofa business. Goals refer to the broad, long-
term outcomes that an organization aims to achieve, and they are usually derived
from its mission and vision. These goals provide a general sense of purpose and
direction, helping the organization focus its efforts on desired future positions such
as growth, market leadership, or improved customer satisfaction. Objectives, on
the other hand, are more specific and measurable targets set to accomplish these
goals. They translate broad goals into actionable steps by defining what needs to
be done, how it will be done, and within what timeframe. While goals are often
qualitative and long-term, objectives are typically quantitative, time-bound, and

assigned to specific departments or individuals for implementation.

The relationship between goals and objectives is closely interconnected, as
objectives serve as the means through which goals are achieved. For an organization
to be effective, its objectives must align with its overall goals, ensuring that all
efforts contribute to the same strategic direction. Properly defined goals and
objectives help organizations maintain focus, improve decision-making, and evaluate
performance. They also play a keyrole in coordinating activities across different
levels of management, from top executives to operational staff, ensuring unity of

effort throughout the organization.
Importance of Organizational Goals and Objectives
»  Provide clear direction and focus for the organization

Organizational goals and objectives give a clear sense of purpose by defining
what the organization wants to achieve. They help management and employees
understand priorities and avoid confusion or misalignment. With a defined
direction, all efforts are channelled toward common outcomes rather than

scattered activities.
»  Help in effective planning and decision-making

Goals and objectives act as a foundation for planning by outlining what needs
to be done and how it should be approached. Managers use them as a
reference point when making decisions, ensuring that choices are aligned

with the organization's overall strategy and long-term vision.
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Serve as a basis for measuring performance and success

Objectives, being specific and measurable, provide standards against which
actual performance can be compared. This makes it easier to evaluate
progress, identify gaps, and take corrective actions when necessary, ensuring

continuous improvement.
Motivate employees by giving them clear targets

When employees know exactly what is expected of them, they are more
likely to stay focused and committed. Clear objectives create a sense of
responsibility and achievement, which boosts morale and encourages higher

performance.
Facilitate coordination among different departments

Organizational goals ensure that all departments work toward the same overall
purpose. By aligning departmental objectives with the main goals, it reduces
conflicts, duplication of work, and inefficiencies, promoting teamwork and
unity.

Assist in optimal allocation of resources

Goals and objectives help management determine where to allocate resources
such as time, money, and manpower. This ensures that resources are used
efficiently and are directed toward the most important activities that contribute

to organizational success.
Improve overall efficiency and productivity

With clear objectives in place, employees can perform their tasks more
systematically and with greater focus. This reduces wastage of time and
effort, leading to improved productivity and better utilization of available

resources.
Support long-term growth and sustainability

Well-defined goals and objectives guide organizations toward continuous
development and adaptation. They help businesses remain competitive,
respond to changes in the environment, and achieve sustainable growth over

time.

6.5

Balancing goal framework

The Balancing Goal Framework, commonly known as the Balanced

Scorecard (BSC), is a strategic management tool used by organizations to ensure



that their goals are well-rounded and not focused on just one area, such as profit.
It helps organizations translate their vision and strategy into a set of balanced
objectives across different perspectives, ensuring overall performance and long-
term success. Instead of relying only on financial results, this framework considers
multiple aspects of the business to create a more complete picture of performance.

The framework typically includes four key perspectives. The financial
perspective focuses on profitability, revenue growth, and cost management, ensuring
that the organization delivers value to its shareholders. The customer perspective
emphasizes customer satisfaction, loyalty, and market share, helping the organization
understand how it is perceived by its customers. The internal business process
perspective looks at the efficiency and quality of internal operations, identifying
areas where processes can be improved to deliver better products or services.
Lastly, the learning and growth perspective focuses on employee development,
innovation, and organizational culture, which are essential for continuous

improvement and future success.

The idea behind the balancing goal framework is that success in one area
alone is not sufficient; all areas must be developed in harmony. For example, strong
financial performance cannot be sustained without satisfied customers, efficient
processes, and skilled employees. By balancing goals across these perspectives,
organizations can align daily activities with long-term strategy, improve performance

measurement, and ensure sustainable growth.
Techniques / Methods
Strategy Mapping

Strategy mapping is a technique used to visually represent how different
organizational objectives are interconnected across various perspectives such as
financial, customer, internal processes, and learning and growth. This map shows
the cause-and-effect relationships between actions and outcomes, helping managers
understand how improvements in one area can influence results in another. For
instance, investing in employee training (learning and growth) can enhance
operational efficiency (internal processes), which in turn improves customer
satisfaction and ultimately leads to better financial performance. By providing a
clear visual structure, strategy mapping ensures that everyone understands how
their role contributes to overall success.

Key Performance Indicators (KPIs)

KPIs are measurable values used to evaluate how effectively an organization is
achieving its objectives. They translate abstract goals into concrete metrics that
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can be tracked over time. For example, instead of simply aiming to "improve
customer satisfaction," a KPI would specify a measurable indicator such as a
customer satisfaction score or retention rate. KPIs make it easier to monitor
progress, identify trends, and take corrective actions when performance deviates

from expectations.
Target Setting

Target setting involves defining specific performance levels for each KPI and
objective. These targets act as benchmarks that indicate what success looks like
within a given timeframe. Well-defined targets provide clarity and direction to
employees, ensuring that they understand the level of performance required. They
also create a sense of accountability, as individuals and teams can be evaluated

based on whether they meet, exceed, or fall short ofthese targets.
Initiatives and Action Plans

Initiatives and action plans are the practical steps taken to achieve the set objectives
and targets. They include specific projects, programs, or activities designed to
drive improvement. For example, an organization may implement a new customer
relationship management system to improve service quality or conduct training
sessions to enhance employee skills. These initiatives ensure that goals are not just

theoretical but are supported by concrete actions that lead to measurable outcomes.
Performance Dashboards

Performance dashboards are tools, often digital, that provide a real-time overview
ofkey metrics and organizational performance. They present data in a clear and
concise format, such as charts or graphs, making it easy for managers to monitor
progress at a glance. Dashboards enable quick decision-making by highlighting
areas that require attention and allowing organizations to respond promptly to

emerging issues.
Regular Review and Feedback Systems

Regular reviews are essential for assessing whether objectives are being met and
whether strategies are working effectively. Organizations typically conduct these
reviews on a monthly, quarterly, or annual basis. Feedback gathered during these
sessions helps identify strengths, weaknesses, and areas for improvement. It also
allows for timely adjustments to strategies and action plans, ensuring that the

organization remains on track toward its goals.



Alignment Techniques

Alignment techniques ensure that organizational goals are consistently translated
across all levels of the organization. This process, often called cascading, involves
breaking down high-level strategic goals into departmental and individual objectives.
As aresult, every employee understands how their work contributes to the overall
strategy. This alignment reduces duplication of effort, enhances coordination, and

ensures that all parts of the organization are working toward the same objectives.
Benchmarking

Benchmarking is the practice of comparing an organization's performance with
that of industry leaders or competitors. It helps identify performance gaps and
areas where improvements are needed. By understanding best practices and
standards in the industry, organizations can adopt more effective strategies and set
realistic yet competitive targets. Benchmarking encourages continuous improvement

and helps maintain a competitive edge.

Together, these techniques and methods make the Balanced Scorecard a practical
and dynamic tool. They ensure that organizational strategies are clearly defined,
effectively implemented, continuously monitored, and consistently improved, leading

to better overall performance and long-term success.

Exercises :

Q.1 Choose the correct answer from the options given below each of the

following statements:

1. What does a mission statement primarily define?
a) Future vision b) Daily tasks
c) Purpose of existence d) Profit margin
Answer: c¢) Purpose of existence

2. The target audience in a mission statement refers to:
a) Competitors
b) Employees only
c) The group the organization serves
d) Government agencies

Answer: ¢) The group the organization serves
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Which element explains what the organization does?
a) Core values b) Products or services
c) Vision d) Strategy

Answer: b) Products or services

Core values represent:
a) Financial goals b) Organizational profits
c) Principles and beliefs d) Customer complaints

Answer: ¢) Principles and beliefs

Unique value proposition focuses on:

a) Company size

b) What makes the organization different

c) Number of employees

d) Market trends

Answer: b) What makes the organization different
A mission statement should be:

a) Long and detailed b) Complex

c) Clear and concise d) Confidential
Answer: ¢) Clear and concise

Which element motivates employees?

a) Financial data b) Inspirational tone
c) Budget plan d) Policies

Answer: b) Inspirational tone

Alignment with strategy ensures:

a) Profit increase only

b) Consistency between actions and mission

c) Employee turnover

d) Market expansion

Answer: b) Consistency between actions and mission



Q.2

10.

A mission statement should avoid:

a) Clarity b) Simplicity

c) Jargonand complexity d) Purpose
Answer: ¢) Jargon and complexity

Which of the following reflects organizational culture?
a) Products b) Core values

c) Audience d) Revenue

Answer: b) Core values

Fillin the Blanks in the following statements:

1

A mission statement defines the organization's
Answer: purpose

The group an organization serves is called its
Answer: target audience

Mission statements should be clear and

Answer: concise

Core values reflect the organization's and beliefs.

Answer: principles

The explains what makes the organization unique.

Answer: unique value proposition

A mission statement should include products or
Answer: services

A good mission statement has an tone.
Answer: inspirational

Mission statements guide organizational

Answer: actions
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Q.3

9

10

The mission should align with organizational
Answer: strategy
A mission statement should avoid complex

Answer: language

State whether the following statements are True or False:

1

10

A mission statement explains why an organization exists.
Answer: True

Mission statements should be long and detailed.

Answer: False

Core values are not important in a mission statement.

Answer: False

A mission statement includes the organization's target audience.
Answer: True

Unique value proposition shows what makes an organization different.
Answer: True

Mission statements should be difficult to understand.

Answer: False

Inspirational tone helps motivate employees.

Answer: True

Mission statements are not linked to strategy.

Answer: False

A mission statement should reflect actual organizational actions.
Answer: True

Clarity is not necessary in a mission statement.

Answer: False



Strategic Management

Q.4 Match the Following:

Column A Column B
1. Clear Purpose a. What the organization does
2. Target Audience b. Guiding principles
3. Products/Services c. Why the organization exists
4. Core Values d. Who it serves

5. Unique Value Proposition e. What makes it different
Answers:

1-c¢ 2-d 3-a 4-b 5-¢
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Unit : 7
Corporate Growth and Diversification Strategies

Note: The exercise section does not include essay and short note type questions
7.1 Introduction

7.2 Strategies for Growth

7.3 Techniques for Stability

7.4 Strategies for Retrenchment

7.5 Diversification, Both Related and Unrelated

7.6  Acquisitions and Mergers

7.7 Strategic Partnerships

> Exercise

7.1 Introduction

Corporate growth and diversification strategies are central to the long-term
success and sustainability of modern organizations operating in an increasingly
competitive and dynamic global environment. As markets evolve due to technological
advancements, globalization, and shifting consumer preferences, companies must
continuously seek new ways to expand their operations, increase profitability, and
reduce risks. Growth strategies typically focus on expanding a firm's existing business
activities, while diversification involves entering new markets or industries beyond
the company's current scope. Together, these strategies enable firms to strengthen

their competitive position and adapt to uncertainty.

Corporate growth can be achieved through various approaches, broadly
categorized into organic and inorganic methods. Organic growth involves internal
expansion through increased production, improved sales, product innovation, and
market development. This approach allows firms to leverage their existing resources
and capabilities while maintaining control over operations. In contrast, inorganic
growth occurs through mergers, acquisitions, alliances, and joint ventures, enabling
companies to rapidly gain access to new markets, technologies, and customer
bases. Each approach has its own advantages and challenges, and firms often

adopt a combination of both to achieve optimal growth.



Diversification strategies, on the other hand, involve expanding a company's
portfolio by entering new products, services, or markets. This can be related
diversification, where the new business activities are connected to the firm's existing
operations, or unrelated diversification, where the company ventures into entirely
different industries. Related diversification allows firms to exploit synergies, share
resources, and benefit from economies of scale, whereas unrelated diversification
can help spread risk and reduce dependence on a single market. However,
diversification also introduces complexity and requires effective management to

ensure that new ventures align with the company's overall strategic objectives.

The choice of growth and diversification strategies is influenced by several
factors, including market conditions, competitive pressures, organizational
capabilities, and financial resources. Strategic tools such as Ansoff's Matrix, the
Boston Consulting Group (BCG) Matrix, and Porter's Generic Strategies are often
used to evaluate and guide these decisions. Moreover, companies must carefully
assess potential risks, such as overexpansion, cultural integration challenges in

mergers, and the possibility of diluting core competencies.

In today's rapidly changing business landscape, corporate growth and
diversification are not merely options but necessities for survival and long-term
success. Companies that effectively design and implement these strategies can
achieve sustained competitive advantage, enhance shareholder value, and build
resilience against economic fluctuations. Therefore, understanding the principles
and implications of growth and diversification strategies is essential for managers,
investors, and policymakers alike, as they navigate the complexities of modern

business environments.

7.2 Strategies for growth

Corporate growth strategies refer to the planned actions and approaches
that organizations adopt to expand their operations, increase market share, and
improve profitability over time. In a competitive and constantly evolving business
environment, firms must actively pursue growth to remain relevant and achieve
long-term sustainability. Growth strategies help businesses capitalize on opportunities,
strengthen their market position, and respond effectively to changing customer

demands and technological advancements. These strategies can be implemented
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through internal development or external collaborations, depending on the

organization's goals, resources, and market conditions.
The following are the key strategies for corporate growth:

a. Market Penetration - This strategy focuses on increasing sales of existing
products in existing markets. Companies achieve this through aggressive
marketing, competitive pricing, improved distribution, or enhanced

customer service to gain a larger market share.

b. Market Development - In this approach, firms enter new markets with
their existing products. This may involve targeting new geographic regions,

different customer segments, or new distribution channels.

c. Product Development - This strategy involves creating new or improved
products to serve existing markets. Innovation, research and
development, and product diversification play a crucial role in attracting

and retaining customers.

d. Diversification - Diversification entails entering new markets with new
products. It can be related (connected to existing business activities) or
unrelated (completely different industries), helping firms spread risk and

explore new revenue streams.

e. Mergers and Acquisitions - Companies grow by merging with or
acquiring other firms. This allows rapid expansion, access to new

technologies, and increased market power.

£ Strategic Alliances and Partnerships - Businesses collaborate with other
organizations to share resources, knowledge, and capabilities. This helps

in entering new markets and reducing risks.

g Innovation and Technology Adoption - Investing in new technologies
and innovative practices enables firms to improve efficiency, create unique

products, and maintain a competitive edge.

h.  Expansion of Distribution Channels - Growth can also be achieved by
strengthening or diversifying distribution networks, such as entering e-

commerce platforms or expanding retail presence.
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1. Customer Retention and Loyalty Programs - Focusing on existing
customers through loyalty programs, personalized services, and improved
customer experience helps in generating repeat business and stable

growth.

J- Overall, these strategies provide organizations with multiple pathways
to achieve growth. The choice of strategy depends on the firm's
objectives, market environment, and available resources, and often a

combination of these strategies is used for optimal results.

7.3 Techniques for stability

Stability strategies are adopted by organizations when they aim to maintain
their current position in the market rather than pursue aggressive growth or drastic
changes. These strategies are suitable in situations where the business environment
is relatively stable, resources are limited, or the firm is already performing
satisfactorily. Instead ofexpanding or diversifying, companies focus on consolidating
their achievements, improving efficiency, and sustaining their existing market share.
Stability does not imply stagnation; rather, it involves careful management and
incremental improvements to ensure consistent performance and long-term

sustainability.
The following are the key techniques for stability:

No-Change Strategy - Under this approach, the company continues its current
operations without making significant changes. It is typically adopted when the
external environment is predictable and the firm is performing well. The focus remains

on maintaining existing products, markets, and processes.

Profit Strategy - In this technique, the firm emphasizes short-term profit
maximization, often by reducing costs, increasing prices, or improving operational

efficiency. It is commonly used during temporary difficulties or economic downturns.

Pause/Proceed with Caution Strategy - This involves taking a temporary break
from expansion to reassess the company's position. Firms may slow down
investments, evaluate past performance, and prepare for future growth opportunities

once conditions improve.

Maintenance Strategy - The company focuses on maintaining its current market
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share and competitive position. Efforts are directed toward customer satisfaction,

quality improvement, and efficient resource utilization rather than expansion.

Sustainable Growth Strategy - Organizations aim for steady and manageable
growth without overextending resources. This includes improving internal capabilities,

optimizing processes, and ensuring long-term stability.

Incremental Improvement Strategy - Instead of major changes, firms make
small, continuous improvements in products, services, or operations. This helps in

enhancing efficiency and competitiveness while minimizing risk.

Cost Control and Efficiency Measures - Companies focus on reducing waste,
optimizing resource use, and improving productivity. This ensures stable financial

performance even without significant growth.

Customer Retention Focus - Maintaining strong relationships with existing
customers is a key technique for stability. Loyalty programs, consistent service

quality, and customer engagement help sustain revenue.

Overall, stability techniques enable organizations to safeguard their current position,
manage risks, and build a strong foundation for future growth. These strategies are
particularly useful in uncertain or mature markets where aggressive expansion may

not be feasible or desirable.

7.4 Strategies for retrenchment

Retrenchment strategies are adopted by organizations when they experience
declining performance, financial distress, intense competition, or unfavourable
economic conditions. The primary objective of these strategies is to reduce costs,
improve operational efficiency, and restore the company's financial stability. Unlike
growth strategies that focus on expansion, retrenchment emphasizes contraction,
consolidation, and strategic withdrawal from unprofitable areas. Although often
seen as a defensive measure, retrenchment can be a crucial step in reviving a struggling

organization and positioning it for future success.
The following are the major strategies for retrenchment, explained in more detail:

Turnaround Strategy - This strategy is used when a company is facing continuous
losses or declining performance but still has the potential to recover. It involves a
comprehensive review ofbusiness operations, identification of problem areas, and

implementation of corrective measures. These may include cost reduction, process



improvements, better inventory management, pricing adjustments, and changes in
leadership. Turnaround efforts often occur in two stages: cost-cutting (to stop losses)

and revenue generation (to restore profitability).

Divestment Strategy - Divestment involves selling off a part of the business, such
as a division, subsidiary, or product line that is underperforming or not aligned with
the company's core objectives. This helps the organization focus on its key strengths
while generating cash that can be used to pay off debts or invest in more profitable

areas. It also reduces managerial complexity and improves overall efficiency.

Liquidation Strategy - This is the most drastic form of retrenchment and is adopted
when the business is no longer viable. In liquidation, the company ceases operations
entirely and sells its assets-such as machinery, buildings, and inventory-to pay off
creditors. While it results in the end of the business, it may be the most practical

option when losses are irreversible and continuation is not feasible.

Cost Reduction Strategy - This technique focuses on reducing operational
expenses without necessarily eliminating entire business units. Measures may include
cutting administrative costs, renegotiating supplier contracts, reducing energy
consumption, limiting discretionary spending, and improving process efficiency.

The aim s to enhance profitability by lowering the overall cost structure.

Downsizing Strategy - Downsizing refers to reducing the workforce or scale of
operations to align with current business needs. This may involve layoffs, early
retirement schemes, or closure of certain departments or branches. While it can
significantly reduce costs, it must be handled carefully to avoid negative impacts on

employee morale and productivity.

Restructuring Strategy - Restructuring involves reorganizing the company's
internal structure, operations, or financial framework. Operational restructuring
may include redesigning workflows, improving supply chain management, or
adopting new technologies. Financial restructuring may involve debt rescheduling,

equity restructuring, or negotiating with creditors to ease financial pressure.

Asset Retrenchment - In this approach, the firm sells or discontinues underutilized
or non-essential assets. This helps generate immediate cash flow and reduces
maintenance costs. It also enables the company to concentrate resources on more

productive and profitable assets.

Bankruptcy and Reorganization - When financial distress becomes severe, a
company may seek legal protection under bankruptcy laws. This allows it to

reorganize its debts and operations while continuing business activities. The objective
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is to create a viable plan to repay creditors over time and return to profitability.

To conclude, retrenchment strategies are essential tools for organizations facing
challenging situations. Though they often involve difficult decisions, their proper
implementation can help a company regain control, stabilize operations, and

eventually transition back to growth-oriented strategies.

7.5 Diversification, both related and unrelated

Diversification is a corporate strategy in which a company expands its operations
by entering into new products, services, or markets beyond its existing business. It is
primarily adopted to reduce risk, enhance profitability, and achieve long-term growth.
By diversifying, firms avoid overdependence on a single product or market and can
take advantage of new opportunities. Diversification strategies are broadly classified
into related diversification and unrelated diversification, depending on the degree of
connection with the company's existing activities.

1. Related Diversification

Related diversification occurs when a company enters a new business that is
similar or connected to its existing operations. The connection maybe in terms
oftechnology, production processes, distribution channels, or target customers.
The main objective is to create synergy, where the combined performance of
businesses is greater than their individual contributions.

In this strategy, companies can share resources such as marketing expertise,
brand reputation, research and development, and supply chains. For example,
a smartphone manufacturer expanding into tablets or smartwatches is practicing
related diversification, as these products use similar technology and serve similar
markets.

Advantages of Related Diversification:

> Better utilization of existing resources and capabilities

> Cost savings through economies of scale and scope

> Stronger brand recognition across related products

> Easier management due to familiarity with the industry

> Increased competitive advantage through synergy
Disadvantages:

> Risk of overdependence on a single industry

> Limited risk reduction compared to unrelated diversification

> Potential for operational complexity if not managed properly



2. Unrelated Diversification

Unrelated diversification occurs when a company ventures into completely
different industries or business areas that have no direct connection with its
existing operations. The main objective is risk reduction and portfolio expansion,
as losses in one business can be offset by gains in another.

For instance, acompany engaged in manufacturing textiles entering the hospitality
or real estate sector is an example of unrelated diversification. Since the industries
are different, there is little or no sharing ofresources or capabilities.

Advantages of Unrelated Diversification:
> Spreads business risk across different industries
> Reduces dependence on a single market
> Opportunities for higher returns from new sectors
> Greater flexibility in investment decisions
Disadvantages:
> Lack of synergy between businesses
> Requires new skills, knowledge, and management expertise
> Higher chances of mismanagement due to unfamiliarity
> Increased complexity in managing diverse operations

Both related and unrelated diversification strategies play an important role in
corporate growth. While related diversification focuses on synergy and operational
efficiency, unrelated diversification emphasizes risk spreading and financial stability.
The choice between the two depends on the company's objectives, resources, risk

appetite, and market conditions. A well-planned diversification strategy can help

organizations achieve sustainable growth and long-term success.

7.6  Acquisitions and mergers

Intoday's era, the concepts of mergers and acquisition have gained significant
importance in the context of the growing liberalization and globalization. In order
to compete with the tough competition from the domestic as well as international
market, the firm has to build up enlarged capacities in order to economize the cost
and cope up with the competitive forces. Of course, in order to grow, there are
several avenues available such as expansion, diversification, capturing new markets,
etc. However, one of the most important alternatives that have led to the growth of

several firms is merger and acquisition.
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Before few years, merger & acquisition were viewed as a sign of failure. The
firm who intends to merge themselves would be seen as a sick unit. It was said,
only sick or unviable units go for merger or gets themselves acquired. And the
acquired was driven mostly by the tax benefits the merger yields to write off the
losses carry forward. But now, in present scenario, there are more economic and
rational reasons for mergers and acquisitions. The increased complexity and global
competition have led to increase in intensity of mergers in order to help firm be
more competitive, viable, focused and capture large market share in the industry.
Thus, the firms with below average efficiency are more favourable to mergers and
acquisitions. Mergers and acquisition of the firms form an integral part of corporate
financial management. They have implications on all the activities/functions of an
organization viz., legal, financial, social, production, human resources, etc. Thus, a
careful and analytical study of mergers and acquisition has become imminent in

today's era.

The term 'MERGER ' refers to a situation where two or more companies
combine into one company. In other words, the shareholders of more than one
company, generally two, decide to pool the resources of the companies under a
common entity is termed as MERGER'. Now, due to this, if a new company
comes into existence, then it is called 'Amalgamation'. While, if one company
survives and the other loses its identity, it is referred to as absorption. It is also used
as synonymous with the term merger. Thus, the term amalgamation refers to a
situation where two or more existing firms are combined to forma new company

for some common purpose.

Technically, there is a difference between merger and amalgamation. When
an existing company takes over another existing company or companies, it is a
merger, but when, a new company is formed by merging two or more existing
companies who loses their identities in process, is referred as amalgamation.
However, in practice, no such distinction is observed. The term amalgamation

includes merger also.

The Indian Companies Act, 1956 and the Income Tax Act, 1961 used the

term 'amalgamation’ instead of 'merger’. The definition is as follows:

"The term amalgamation means the merger of one or more companies with
another company or merger of two or more companies to form one company in

such a manner that -



> Allthe property of the amalgamating company or companies immediately
before the amalgamation becomes the property of the amalgamated

company by virtue of the amalgamation,

> Allthe liabilities of the amalgamation company or companies immediately
before the amalgamation become the liabilities of the amalgamated

company by virtue of the amalgamation,

» Shareholders holding not less than nine-tenths in value of'the shares in
the amalgamating company or companies (other shares already held
therein immediately before the amalgamation by or by a nominee for,
the amalgamated company or its subsidiary) become shareholders of

the amalgamated company by virtue of the amalgamation."

v Income Tax Act, 1961 - Section 2 (1A)

The term acquisition is defined as, "a purchase of'a company or a part of it so that

the acquired company is completely absorbed by the acquiring company and thereby

no longer exists as a business entity".

Nature

The terms mergers & acquisitions can be viewed from following different

perspective:

v

As an Investment Decision

Mergers and acquisition are viewed as an important investment decision as
it intends to purchase the assets of the acquiring/merging company and hence
involves huge capital outlays. Now such decision obviously influences the
future cash flow generation. Thus, the management needs to pay a great
amount of attention to the benefits that it will be able to derive by merger and

acquisition it intends to undertake.
As a Strategic Decision

Secondly, as discussed earlier, most of the mergers and acquisitions recently
are done either for diversification of business, expansion of business, forward
or backward integration, product or market extension, etc. All these decisions
have long term impact on the companies. These implications certainly affect
costs, efficiency, revenues, etc. It is due to these long-term implications on

the companies, mergers and acquisitions are viewed as strategic decisions.
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v AsaCorporate Restructuring Decision

Corporate restructuring means changes in ownership structure/business mix/
asset mix with a view to enhance the shareholders wealth. Mergers and
acquisitions are often viewed from this angle as they affect the ownership

structure and thus, there by the controlling pattern of the merging firms.

7.7 Strategic partnerships

Strategic partnerships refer to cooperative agreements between two or more
organizations to achieve mutually beneficial goals while remaining independent entities.
In today's competitive and globalized business environment, firms often lack all the
resources, expertise, or market access required to grow on their own. Strategic
partnerships provide an effective way to combine strengths, share risks, and enhance
capabilities without the need for full mergers or acquisitions. These partnerships
play a significant role in corporate strategies, particularly in growth, expansion, and
diversification.

Through strategic partnerships, companies can access new markets,
technologies, skills, and distribution networks. Unlike mergers, where firms integrate
completely, or acquisitions, where one firm takes over another, strategic partnerships
allow companies to collaborate while maintaining their individual identities. This
flexibility makes them an attractive option for organizations seeking growth with
lower risk and investment.

Types of Strategic Partnerships

» Joint Ventures - Two or more companies create a new, jointly owned
entity to pursue a specific business opportunity. Each partner contributes
resources and shares profits, risks, and control.

» Strategic Alliances - Firms collaborate without forming a new company.
They may share technology, knowledge, or distribution channels to
achieve common objectives.

> Licensing Agreements - One company allows another to use its
intellectual property, such as patents, trademarks, or technology, in
exchange for fees or royalties.

» Franchising - A company (franchisor) permits another party (franchisee)
to operate a business using its brand name, business model, and support
systems.

»  Supply Chain Partnerships - Long-term agreements between suppliers
and firms to ensure efficient production, quality, and timely delivery of
goods.



Advantages of Strategic Partnerships

» Access to Resources and Expertise - Partners can utilize each other's
strengths, technology, and skills.

» Risk Sharing - Financial and operational risks are distributed among
partners.

» Market Expansion - Easier entry into new geographic or customer

markets.
Cost Efficiency - Shared investments reduce overall costs.

Flexibility - Firms retain independence and can adapt partnerships as

needed.
Disadvantages of Strategic Partnerships

» Conflict of Interests - Differences in goals or management styles may
create conflicts.

Dependence on Partners - Over-reliance on a partner can be risky.
Loss of Control - Shared decision-making may limit autonomy.

Confidentiality Risks - Sharing information may lead to leakage of trade

secrets.
Conclusion

Strategic partnerships are an important component of corporate strategy,
enabling firms to grow, innovate, and compete effectively in a dynamic business
environment. By collaborating rather than competing, organizations can achieve
objectives that may be difficult to accomplish independently. When carefully planned
and managed, strategic partnerships can provide sustainable competitive advantages

and long-term success.

K/

<  Exercises :

Q.1 Choose the correct answer from the options given below each of the

following statements:

1. Strategic partnerships are formed to:
a) Eliminate competition b) Achieve mutual benefits
c) Reduce employees d) Avoid taxes

Answer: b) Achieve mutual benefits
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In a strategic partnership, companies:

a) Lose their identity b) Become one entity

c¢) Remain independent d) Shut down operations
Answer: ¢) Remain independent

A joint venture involves:

a)  One company acquiring another

b) Creation ofanew entity

c) Selling ofassets

d) Internal expansion

Answer: b) Creation of a new entity

Licensing involves:

a) Sharing workforce

b) Selling machinery

c) Allowing use of intellectual property

d) Merging companies

Answer: c¢) Allowing use of intellectual property
Franchising allows the franchisee to:

a) Own patents b) Use brand and business model
c) Acquire the company d) Close operations
Answer: b) Use brand and business model

Strategic alliances do NOT involve:

a) Collaboration b) Formation ofa new company
c) Sharing resources d) Mutual goals
Answer: b) Formation of a new company

One major advantage of strategic partnerships is:

a) Increased taxes b) Risk sharing

c) Lossofidentity d) Legal complications

Answer: b) Risk sharing



Q.2

8. Supply chain partnerships focus on:
a) Marketing only
b) Efficient productionand delivery
c) Employee training
d) Mergers
Answer: b) Efficient production and delivery

9. A disadvantage of'strategic partnerships is:
a) Increased independence b) Conflict of interest
c) Betterefficiency d) Market expansion
Answer: b) Conflict of interest

10. Strategic partnerships are mainly used for:
a) Downsizing b) Growth and expansion
¢) Liquidation d) Bankruptcy
Answer: b) Growth and expansion

Fill in the Blanks in the following statements:

1. Strategic partnerships are agreements between two or more
Answer: organizations

2. Firmsremain entities in strategic partnerships.
Answer: independent

3. A venture involves creating a new entity.
Answer: joint

4. Licensing allows use of property.

Answer: intellectual

5. Franchising involves use of name and business model.

Answer: brand
6. Strategic alliances do not create a company.

Answer: new
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Q.3

10.

Partnerships help in sharing among firms.

Answer: risk

Supply chain partnerships ensure efficient and delivery.
Answer: production

One disadvantage is loss of over decisions.

Answer: control

Strategic partnerships support business

Answer: growth

State whether the following statements are True or False:

1.

Strategic partnerships require companies to merge completely.
Answer: False

Companies remain independent in strategic partnerships.
Answer: True

Joint ventures do not create a new entity.

Answer: False

Licensing involves sharing intellectual property.

Answer: True

Franchising does not involve brand usage.

Answer: False

Strategic partnerships help in market expansion.
Answer: True

There is no risk involved in partnerships.

Answer: False

Strategic alliances always form a new company.

Answer: False
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9. Partnerships can lead to conflicts between firms.
Answer: True
10. Strategic partnerships are useful for growth strategies.

Answer: True
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Unit : 8
Business Competitive Positioning Strategies

8.1 Introduction

8.2 Porter's Generic Approaches
8.3 Cost Leadership Approach
8.4 Differentiation Strategy

8.5 Focus Strategy

8.6 Pay attention to the plan

8.7 Competitive Edge

8.8 Generic Strategy Risks

8.9 Conclusion

> [Exercise

8.1 Introduction

Business Competitive Positioning Strategies are the plans and methods a
business uses to create a strong, unique position in the market relative to its
competitors. In simple language, it means how a company wants customers to see
and remember its products or services differently from others. Every business tries
to offer something special, such as lower prices, better quality, innovative products,
excellent customer service, or convenience, so that customers prefer its brand
over competing brands. These strategies help companies attract more customers,
increase sales, build a strong brand image, and achieve long-term success in the

market.

For example, Apple Inc. positions itself as a premium, innovative brand
known for high-quality, stylish products, while Walmart focuses on low prices to
attract cost-conscious customers. Similarly, Amazon is known for convenience,
wide product variety, and fast delivery services. Therefore, competitive positioning
strategies help businesses create a unique identity in customers' minds and stay

ahead in a competitive business environment.



8.2 Porter's Generic Approaches

Porter's Generic Approaches, also known as Porter's Generic Strategies,
are strategic management concepts developed by Michael Porter to explain how
businesses can gain a competitive advantage in the market. These approaches help
companies decide how they want to compete with other businesses and attract
customers. In simple language, Porter explained that a company cannot be
everything for everyone, so it must choose a clear strategy to become successful.
The concept was introduced in his famous book Competitive Strategy, published
in 1980. During that period, businesses were facing strong competition due to
globalization and changing customer expectations. Porter studied successful
organizations and identified common approaches that helped them perform better

than competitors.

According to Porter, companies mainly use three generic approaches: Cost
Leadership, Differentiation, and Focus Strategy. In the Cost Leadership approach,
a business tries to become the lowest-cost producer in the industry by reducing
operational and production costs. The company offers products at lower prices to
attract price-sensitive customers. For example, Walmart follows this strategy by
providing products at affordable prices through efficient supply chain management
and bulk purchasing. Customers prefer Walmart because they can buy goods at

lower prices compared to many competitors.

The Differentiation approach focuses on making products or services unique
and different from competitors. Businesses using this strategy emphasize quality,
innovation, design, technology, or customer service so that customers are willing to
pay premium prices. A good example is Apple Inc., which differentiates itself through
stylish designs, advanced technology, user-friendly products, and a strong brand
image. Customers buy Apple products not only for functionality but also for the

premium experience and brand value associated with them.

The Focus Strategy is used when a business targets a specific group of
customers or a niche market instead of the entire market. Companies following this
strategy try to understand the special needs of a particular customer segment and
serve them better than competitors. For example, Rolls-Royce Motor Cars focuses

mainly on wealthy customers who demand luxury, exclusivity, and high-quality
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automobiles. Instead of targeting mass customers, the company concentrates on a

small but profitable market segment.

Porter's Generic Approaches are important because they help businesses
build a strong market position and achieve long-term success. These strategies
guide companies in making decisions related to pricing, product quality, marketing,
and customer service. They also help businesses create a unique identity in
customers' minds and stay ahead in competitive markets. Even today, many
successful companies across the world use Porter's Generic Strategies to improve

their performance and maintain a competitive advantage.

8.3 Cost Leadership Approach

The Cost Leadership Approach is a business strategy in which a company
tries to become the lowest-cost producer in the market. This strategy was introduced
by Michael Porter as part of Porter's Generic Strategies. In simple words, the
company focuses on reducing its costs so that it can sell products or services at
lower prices than competitors. The main idea is to attract more customers by

offering affordable prices while still earning profits.

In real life, many customers compare prices before buying products. Most
people prefer products that give good value at a lower price. Businesses using the
cost leadership approach understand this customer behaviour and try to keep their
prices low by controlling expenses. They reduce costs through large-scale
production, efficient operations, bulk purchasing, better technology, and proper
management ofresources. When production costs are low, the company can either

offer lower prices to customers or earn higher profits.

One of the best examples of cost leadership is Walmart. Walmart buys
products in very large quantities from suppliers, which helps the company get
discounts and lower costs. It also uses efficient transportation and supply chain
systems to save money. Because of'this, Walmart can offer products at affordable

prices, attracting millions of customers who want budget-friendly shopping.

Another example is McDonald's. McDonald's uses similar cooking methods,
standardized menus, and bulk purchasing of raw materials across its restaurants
worldwide. This helps the company reduce operational costs and provide food at
reasonable prices. Customers choose McDonald's because they can get quick

meals at affordable rates.



Similarly, Southwest Airlines follows a low-cost strategy in the airline industry.
The company reduces costs by offering limited services, using the same type of
aircraft, and improving fuel efficiency. As a result, passengers can travel at lower

ticket prices compared to many other airlines.

The Cost Leadership Approach is important because it helps businesses
attract a large number of customers, increase sales, and compete strongly in the
market. It is especially useful in markets where customers are highly price-sensitive.
However, companies must be careful that reducing costs should not reduce product

quality too much, otherwise customers may lose trust in the brand.

Overall, the Cost Leadership Approach helps businesses grow by offering
products or services at lower prices while maintaining efficiency and customer

satisfaction.

8.4 Differentiation Strategy

The Differentiation Strategy is one ofthe important approaches from Porter's Generic
Strategies developed by Michael Porter. In this strategy, a business tries to make
its products or services different and unique from competitors. Instead of competing
mainly on low prices, the company focuses on offering something special that
customers value highly. This uniqueness may come from product quality, design,
technology, innovation, customer service, branding, features, or overall customer

experience.

In simple language, differentiation means giving customers a reason to say,
"This product is better or different from others." Businesses following this strategy
want customers to choose their brand not because it is the cheapest, but because
it provides extra value, better quality, or a unique experience. Customers are often

willing to pay higher prices for products they believe are superior or special.

Companies using a differentiation strategy spend a lot of effort on innovation,
creativity, research, branding, and customer satisfaction. They continuously improve
their products and services so that competitors cannot easily copy them. A strong
brand image also plays an important role in differentiation because customers

emotionally connect with brands they trust and admire.

One of'the best examples ofa differentiation strategy is Apple Inc. Apple
differentiates itself through stylish product design, advanced technology, user-friendly
software, strong security, and a premium customer experience. Even though Apple
products are expensive compared to many competitors, customers still buy them

because they associate the brand with quality, innovation, and status. Products like
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the iPhone and MacBook are popular because people believe they offer a unique

and premium experience.

Another example is Starbucks. Starbucks does not simply sell coffee; it
provides customers with a comfortable environment, personalized service, premium
beverages, and a lifestyle experience. Many customers are willing to pay more for
Starbucks coffee because they enjoy the brand atmosphere and customer

experience.

Similarly, Tesla, Inc. follows differentiation through innovation and technology.
Tesla cars are known for electric technology, advanced features, autopilot systems,
and environmentally friendly transportation. The company created a unique identity
in the automobile market by focusing on innovation and sustainability.

Differentiation strategy provides several advantages to businesses. It helps
companies build customer loyalty, reduce price competition, create a strong brand
image, and earn higher profits. When customers see a product as unique, they are
less likely to switch to competitors even if prices are higher. This strategy also
helps businesses create a long-term competitive advantage in the market.

However, differentiation requires continuous innovation and investment.
Companies must regularly improve products and understand changing customer
needs. If competitors successfully copy the unique features or if customers no

longer see extra value, the business may lose its competitive advantage.

Overall, the Differentiation Strategy helps businesses stand out in competitive
markets by offering unique products, superior quality, innovative features, and
memorable customer experiences. It is a powerful strategy for companies that

want to build strong brands and long-term customer relationships

8.5 Focus Strategy

The Focus Strategy is one of the important approaches from Porter's Generic
Strategies developed by Michael Porter. In this strategy, a business concentrates
on a specific group of customers, a particular market segment, or a niche market
instead of targeting the entire market. The company tries to understand the special

needs and preferences of'that selected group and serve them better than competitors.

In simple language, the focus strategy means "serving a particular group of
customers in the best possible way." Instead of trying to attract everyone, the
business chooses a smaller market segment and provides products or services
specially designed for that group. This helps the company build strong customer

relationships and customer loyalty.



Businesses using a focus strategy may concentrate on a specific age group,
income group, lifestyle, health condition, or product category. The strategy can be

divided into two types:
»  Cost Focus - offering low-cost products to a specific market segment.

»  Differentiation Focus - offering unique and specialized products to a niche

market.

A very common real-life example is Sensodyne. Sensodyne does not target
all toothpaste users equally. Instead, it mainly focuses on people who have sensitive
teeth problems. The brand creates toothpaste specially designed to reduce tooth
sensitivity and provides solutions for that specific customer group. Because of'this
focused approach, many customers with sensitivity issues trust and prefer

Sensodyne over regular toothpaste brands.

Another good example is Sugar Free. This brand mainly targets health-
conscious people and diabetic consumers who want sweetness without consuming
sugar. Instead of selling products for everyone, the company focuses on customers
who need sugar alternatives for health reasons. This makes the brand highly popular

in its niche market.

Similarly, Rolls-Royce Motor Cars focuses on wealthy customers who want
luxury, exclusivity, and premium-quality cars. The company serves a small but
profitable market segment rather than targeting mass customers.

Another example is Ferrari, which focuses on customers interested in luxury
sports cars and high performance. Ferrari produces exclusive vehicles for a specific

customer segment instead of competing in the general automobile market.

The focus strategy provides several advantages to businesses. It helps
companies understand customer needs deeply, provide specialized products, build
strong customer loyalty, and face less competition. Customers often prefer brands

that specifically understand their problems and requirements.

However, the strategy also has some risks. Since the company depends on
a smaller market segment, changes in customer preferences or market conditions
can affect business performance. Competitors may also enter the same niche market

and create competition.

Overall, the Focus Strategy helps businesses build a strong market position
by concentrating on a particular group of customers and serving them better than
competitors. Many successful brands use this strategy to create trust, specialization,

and long-term customer relationships.
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8.6 Pay attention to the plan

Business Competitive Positioning Strategies are successful only when a
company carefully plans how it wants to compete in the market. "Pay attention to
the plan" means that businesses should clearly decide their goals, target customers,
strengths, and competitive approach before entering or expanding into the market.
A good strategy does not happen by chance; it requires proper planning, market

understanding, and continuous improvement.

When companies create positioning strategies, they must first understand
customer needs and market competition. Businesses need to decide whether they
want to compete through low prices, better quality, innovation, customer service,
or specialization. Ifthe plan is unclear, customers may become confused about the
company's identity and value. Therefore, strategic planning helps businesses create

a strong and consistent image in customers' minds.

For example, Apple Inc. pays close attention to its positioning strategy by
focusing on premium quality, innovation, and design. Apple carefully plans every
product launch, marketing campaign, and customer experience to maintain its
premium brand image. Because of this clear planning, customers associate Apple
with innovation and high quality.

Similarly, Walmart follows a well-planned cost leadership strategy. The
company focuses on reducing operational costs, managing supply chains efficiently,
and purchasing products in bulk so it can provide low prices to customers. Walmart's

planning helps it maintain its position as an affordable retail brand.

Another good example is Sensodyne, which carefully targets customers with
sensitive teeth problems. Instead of competing directly with every toothpaste brand,
Sensodyne planned its strategy around a specific customer need. This focused
positioning helped the brand become highly trusted among customers facing
sensitivity issues.

Likewise, Sugar Free planned its positioning strategy by targeting diabetic
and health-conscious consumers. The brand understood the growing health
awareness among people and positioned itselfas a healthier alternative to regular

sugar products.

Businesses also need to continuously review and improve their plans because
customer preferences and market trends keep changing. Companies that fail to
adapt may lose their competitive position. Strategic planning helps businesses
identify opportunities, reduce risks, improve decision-making, and achieve long-

term growth.
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Overall, paying attention to the plan in Business Competitive Positioning
Strategies helps organizations create a strong market identity, satisfy customer needs,
and compete successfully in dynamic business environments. Proper planning allows

businesses to build trust, loyalty, and long-term competitive advantage.

8.7 Competitive Edge

A Competitive Edge, also known as competitive advantage, refers to the
special strength or unique factor that helps a business perform better than its
competitors. In simple language, it is the reason why customers choose one
company's products or services over others available in the market. A company
gains a competitive edge when it offers better value, lower prices, higher quality,
innovation, superior customer service, or unique features that competitors cannot

easily copy.

In today's competitive business environment, every company tries to create
a strong competitive edge to attract customers and increase profits. Businesses
that have a competitive edge are usually more successful because they can build

customer loyalty, improve market share, and maintain long-term growth.

For example, Apple Inc. has a competitive edge through innovation, premium
product design, advanced technology, and strong brand image. Customers often
prefer Apple products because they are known for quality, user-friendly features,

and a premium experience.

Similarly, Walmart gains its competitive edge through low pricing and efficient
supply chain management. Walmart attracts millions of customers by offering

products at affordable prices.

Another example is Sensodyne, which has a competitive edge by focusing
specifically on toothpaste for sensitive teeth. The brand created trust among

customers by providing a solution to a particular dental problem.

Likewise, Amazon has a competitive edge through convenience, wide product
variety, fast delivery, and strong online customer experience. Customers prefer

Amazon because shopping becomes easy and time-saving.

A competitive edge can be achieved in different ways such as:
Low cost or affordable pricing

High product quality

Innovation and technology

Strong branding
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Better customer service
Unique product features
Specialized market focus

However, businesses must continuously improve and innovate to maintain
their competitive edge because competitors may try to copy successful strategies.
Companies that fail to adapt to changing customer needs and market conditions

may lose their advantage over time.

Overall, a competitive edge helps businesses stand out in the market, attract
customers, increase profitability, and achieve long-term success in a highly

competitive business environment.

8.8 Generic Strategy Risks

Generic Strategy Risks are the possible problems or dangers that businesses
may face while using Porter's Generic Strategies, such as Cost Leadership,
Differentiation, and Focus Strategy. These strategies help companies compete in
the market and gain a competitive advantage, but every strategy also comes with
certain risks. If businesses fail to manage these risks properly, they may lose

customers, profits, and market position.

In real business situations, markets keep changing because of new technology,
changing customer preferences, economic conditions, and increasing competition.
A strategy that works successfully today may become less effective tomorrow.
Therefore, companies must continuously improve and adapt their strategies to survive

in competitive markets.
Risks in Cost Leadership Strategy

In the Cost Leadership Strategy, a company tries to become the lowest-
cost producer in the market by reducing operational and production costs. The
biggest risk in this strategy is that competitors may also lower their prices or develop
more efficient systems. When many companies start offering products at similar

low prices, it becomes difficult to maintain a cost advantage.

Another major risk is poor quality. Sometimes businesses focus so much on
reducing costs that product quality and customer service may suffer. Customers
may initially buy because of low prices, but if they are unhappy with quality, they

may switch to competitors.

For example, Walmart successfully uses low pricing to attract customers.

However, Walmart must continuously improve its supply chain, inventory



management, and operational efficiency because competitors are always trying to

provide similar low prices.

Similarly, low-cost airlines often reduce services such as free meals, extra
baggage, or comfortable seating to save costs. If customers feel that service quality

is too poor, they may choose other airlines even if ticket prices are slightly higher.

Technological changes also create risks. If competitors introduce advanced
machines or digital systems that reduce costs further, the company may lose its

low-cost advantage.
Risks in Differentiation Strategy

In the Differentiation Strategy, companies try to make their products or
services unique through innovation, branding, quality, design, or customer experience.
The major risk here is that competitors may copy the unique features. Once
competitors start offering similar products, customers may no longer see the brand

as special.

Another risk is high cost. Businesses spend a lot of money on research,
product development, advertising, branding, and innovation. If customers are not

willing to pay premium prices, the company may face losses.

For example, Apple Inc. continuously introduces new technologies and designs
to maintain its premium image. However, competitors quickly launch smartphones

with similar features, making it challenging for Apple to remain different all the time.

Customer preferences may also change. A product considered fashionable
or innovative today may lose popularity in the future. Businesses that fail to innovate

regularly may lose their market position.

Another example is Starbucks. Starbucks differentiates itself through customer
experience and premium coffee. But if customers begin preferring cheaper coffee
alternatives or local cafés, Starbucks may face challenges maintaining its premium
positioning.

Risks in Focus Strategy

The Focus Strategy targets a specific group of customers or a niche market.
While this strategy helps businesses understand customer needs deeply, it also

creates dependency on a smaller market segment.

One major risk is that the niche market may become too small or less profitable
over time. Changes in customer behaviour, economic conditions, or market demand

can directly affect the company's performance.
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For example, Sensodyne mainly focuses on people with sensitive teeth
problems. The brand is highly trusted in this segment, but if many other toothpaste
brands start offering sensitivity protection, competition increases and Sensodyne's

uniqueness may reduce.

Similarly, Sugar Free targets diabetic and health-conscious customers. If
new sugar substitute products enter the market or customer preferences change

toward natural sweeteners, the brand may face stronger competition.

Another risk is that larger companies may enter the same niche market with
bigger marketing budgets and resources. Small niche-focused companies may then
struggle to compete.

Risk of Being "Stuck in the Middle"

One ofthe most important risks explained by Michael Porter is becoming
"stuck in the middle." This happens when a company tries to follow multiple strategies
without a clear direction.

For example, if a business tries to provide luxury quality products while also
keeping prices extremely low, it may fail to achieve both goals. Customers may
become confused about whether the brand is premium or budget-friendly.

A company without a clear strategy may:
lose competitive advantage,

confuse customers,

reduce profitability,

and struggle against focused competitors.

8.9 Conclusion

Business Competitive Positioning Strategies help companies create a strong
place in the market and compete successfully with other businesses. Through Porter's
Generic Strategies - Cost Leadership, Differentiation, and Focus Strategy -
companies can attract customers in different ways. Some businesses focus on
offering products at lower prices, some provide unique and high-quality products,
while others target a specific group of customers with special needs.

This chapter explains that businesses become successful when they clearly
understand their customers and plan their strategies properly. For example, Walmart
attracts customers through affordable pricing, while Apple Inc. is known for

innovation, quality, and premium products. Similarly, Sensodyne focuses on
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customers with sensitive teeth, and Sugar Free targets health-conscious and diabetic

consumers.

The chapter also shows that every strategy has some risks. Competition,

changing customer preferences, and new technologies can affect business

performance. Therefore, companies must continuously improve their products,

understand market changes, and satisfy customer needs to maintain their competitive

advantage.

Overall, competitive positioning strategies help businesses build customer

trust, improve sales, strengthen their brand image, and achieve long-term success

in a competitive business environment.

Exercise

Q.1 Answer the following questions in detail:

1.

6.
7.

Describe the Cost Leadership Strategy in detail, along with its advantages,

disadvantages, and examples.
Discuss the major risks involved in Porter's Generic Strategies.

Discuss the importance of strategic planning in Business Competitive

Positioning Strategies.

Explain the concept of Competitive Edge with suitable business

examples.

Discuss Porter's Generic Strategies and explain their importance in

strategic management.
Explain the Differentiation Strategy with suitable real-life examples.

Discuss the Focus Strategy in detail and explain its types with examples.

Q.2 Explain the following terms

1.
2.

Competitive Edge
Cost Leadership
Differentiation Strategy
Focus Strategy

Niche Market

Low-Cost Producer
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7. Product Differentiation
8. Focus Strategy
9. Competitive Advantage

Q.3 Choose the correct answer from the options given below each of the
following statements:

1.  Who developed Porter's Generic Strategies?
a) Philip Kotler b) Michael Porter
c) Peter Drucker d) HenryFayol
Answer: b) Michael Porter

2.  Which strategy focuses on becoming the lowest-cost producer in the

market?
a) Differentiation Strategy b) Focus Strategy
c) Cost Leadership Strategy d) Market Development Strategy
Answer: ¢) Cost Leadership Strategy

3. Which company is a common example of Cost Leadership Strategy?
a) Apple b) Ferrari c) Walmart d) Rolex
Answer: ¢) Walmart

4. Differentiation Strategy mainly focuses on:
a) Lower pricing only b) Unique products and services
c) Selling inruralmarketsonly d) Reducing employees
Answer: b) Unique products and services

5. Which strategy targets a specific customer group or niche market?
a) Cost Leadership b) Diversification
c) Focus Strategy d) Expansion Strategy
Answer: ¢) Focus Strategy

6. Sensodyne is an example of which strategy?
a) Cost Leadership b) Focus Strategy

c) Retrenchment Strategy d) Market Penetration Strategy

Answer: b) Focus Strategy
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10.

What is meant by Competitive Edge?

a) Reducing office expenses

b) A unique advantage over competitors

¢) Hiring more employees

d) Increasing taxes

Answer: b) A unique advantage over competitors

Which company is known for a differentiation strategy through innovation

and premium quality?
a) Walmart b) Apple
c) Local grocery store d) Southwest Airlines

Answer: b) Apple

"Stuck in the Middle" means:

a) Focusing only on customers

b) Following multiple strategies without clear direction

c) Selling products internationally

d) Reducing market share

Answer: b) Following multiple strategies without clear direction
Which of'the following is a benefit of competitive positioning strategies?
a) Customer confusion b) Reduced market identity

c) Strong competitive advantage d) Increased production waste

Answer: ¢) Strong competitive advantage
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Unit: 9
Strategic Role of Functional Areas

9.1 Production and Operations Strategy
9.2 Marketing Strategy

9.3 Finance Strategy

9.4 HR Strategy

9.5 Function of Operational Coordination

> Exercise

9.1 9.1. Production and operations strategy

Introduction

Production and Operation strategy connects corporate objectives with daily
operations, helping organizations use resources like manpower, materials, and
machinery efficiently. It involves key decisions related to process design, capacity

planning, quality control, and technology.

By improving efficiency, reducing costs, and maintaining quality, production
and operations strategy helps organizations gain a competitive advantage. It also
enables businesses to adapt to changing market conditions and ensure consistent

value delivery to customers.
9.1.1. Production Strategy

Production strategies are long-term plans that guide how goods and services
are produced within an organization. They are developed to achieve key
objectives set by the company's management. A production strategy acts as
aroadmap for the production department by outlining decisions related to
the choice of technology, required investment levels, production scheduling,

and the training needs of the workforce.
9.1.2.Operations Strategy

An operations strategy defines how an organization's processes and teams
work together to consistently deliver value. It focuses on building efficient

systems that support business growth and ensure smooth, ongoing operations.
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A well-developed operations strategy can significantly improve a company's
ability to compete and succeed. By aligning day-to-day operational decisions
with broader business objectives, organizations can enhance performance,

efficiency, and long-term sustainability.

This alignment depends on clear communication and effective coordination.
Using structured planning tools and strategic roadmaps helps convert complex
project data into simple visual formats, making it easier for teams to

understand how their daily activities contribute to overall organizational goals.
Operations Strategy Examples
Apple

Apple's operations strategy focuses on delivering high-quality and innovative
products while maintaining strict control over its supply chain. The company closely
manages the production of key components, forms exclusive agreements with
suppliers, and monitors manufacturing through long-term partnerships and regular

audits.

Its strong emphasis on design and customer experience ensures that products
are both functional and visually appealing. Efficient supply chain and production

management also help reduce costs and enable faster product launches.
Amazon

Amazon's operations strategy emphasizes customer focus, speed, and
efficiency. The company invests heavily in automation, artificial intelligence, and an
extensive warehouse network to ensure fast order fulfilment and a seamless shopping

experience.

Its advanced data analytics capabilities help optimize inventory and supply
chain operations, allowing accurate demand forecasting, reduced waste, and

prevention of stock shortages.

9.2 Marketing Strategy

A marketing strategy is a detailed plan that defines how a company intends
to achieve its marketing goals. It acts as a guiding framework that helps businesses
promote their products or services, reach the right audience, and adapt to changes

in the market environment.

Strategic Management

135



Strategic Management

136

Developing an effective marketing strategy involves thorough market research,

identifying a specific target audience, and designing appropriate tactics to present

the brand in an appealing way. A well-structured strategy is essential for businesses

aiming to achieve long-term growth, expand their market presence, and strengthen

brand awareness.

Marketing strategies are an essential part of a successful business plan

focused on promoting products or services. They include a range of approaches

and techniques designed to achieve specific marketing goals within a defined period.

These strategies help businesses attract and retain customers, build a strong brand

identity, and ultimately increase sales and revenue.

Key Components of a Marketing Strategy

1.

Target Audience

This refers to the specific group of people a business wants to reach. It
involves understanding their demographics, interests, needs, and behaviours.
By clearly defining this audience, companies can tailor their messaging and
choose the most effective channels to connect with potential customers who

are most likely to engage with their offerings.
Value Proposition

A value proposition explains what makes a product or service unique and
why customers should choose it over alternatives. It highlights the benefits
offered, how it solves customer problems, and the distinct value it delivers,

helping the business stand out in a competitive market.
Product Mix

The product mix includes the variety of products or services a company
offers to meet customer needs. It involves decisions about product features,
design, branding, and pricing. A well-planned product mix ensures that the

business can serve different customer segments and remain competitive.
Brand Messaging

Brand messaging is the way a company communicates its identity, values,
and key benefits to its audience. It focuses on using consistent language and
tone to create a strong brand image, build recognition, and establish an

emotional connection with customers.
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5. Promotional Initiatives

These are the campaigns and activities used to promote a product, service,
or brand. They may include advertising, public relations, and sales promotions.
The goalis to increase awareness, engage the audience, and drive desired

actions such as purchases or loyalty.
6. Content Marketing

Content marketing involves creating and sharing valuable and relevant content
to attract and engage a target audience. This can include blogs, videos,
infographics, and social media posts. It helps build trust, showcase expertise,
and encourage customers to take action while strengthening the brand's

presence.

9.3 Finance Strategy

A finance strategy is a practical framework that integrates financial planning
with broader strategic management. It serves as a clear roadmap for aligning a
company's financial resources-such as budgets, investments, and cost structures-
with its overall mission and long-term objectives. By guiding how funds are allocated
and controlled, it helps organizations navigate uncertainty, make informed trade-
offs, reduce unnecessary expenses, and prioritize initiatives that drive growth and

mnovation.

Within the context of strategic management, a finance strategy provides a
systematic approach to managing financial resources in both the short and long
term. It is developed using insights from key stakeholders, leadership perspectives,
and changing market conditions. The strategy outlines core focus areas, specific
objectives, actionable initiatives, and measurable performance indicators (KPIs).
Together, these elements support sound financial decision-making, ensure alignment

with business goals, and promote sustainable organizational growth.
Key Components of a Finance Strategy

A robust finance strategy is built by carefully considering both internal factors-
such as operational requirements, financial health, and risk appetite-and external
influences like market trends, industry dynamics, and regulatory conditions. It ensures
that financial decisions are not made in isolation but are closely aligned with the

company's broader strategic objectives and competitive position.
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Below are the major components ofa well-rounded finance strategy, explained in

detail:

1.

Investment Strategy

This component defines how the organization allocates its financial resources
to generate future returns and support growth. It answers critical questions

such as where to invest, when to invest, and how much capital to commit.

Investment decisions may include:

» Capital expenditures (machinery, technology, infrastructure)
» Human resources and talent development

» Research and development (R&D) for innovation

» Financial investments such as stocks or bonds

A strong investment strategy ensures that resources are directed toward
high-value opportunities that align with long-term business goals while

maintaining a balance between risk and return.
Financing Strategy

The financing strategy focuses on how the company raises the funds required
to support its operations and investments. It determines the most suitable

sources of capital based on cost, availability, and risk.

Key sources include:

»  Equity financing (issuing shares)
» Debt financing (loans, bonds)
» Internal funding (retained earnings or cash reserves)

An effective financing strategy minimizes the cost of capital while maintaining

financial flexibility and control over ownership.
Risk Management Strategy

This component identifies potential financial risks and outlines measures to
mitigate them. Businesses operate in uncertain environments, so anticipating

and managing risks is essential for stability.
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Common financial risks include:

»  Credit risk (default by customers or borrowers)
» Market risk (interest rate or exchange rate fluctuations)
» Liquidity risk (inability to meet short-term obligations)

Risk management tools and approaches may involve diversification, hedging,
insurance, and establishing internal controls to reduce exposure and safeguard
financial health.

4.  Cash Flow Management Strategy

Cash flow is the lifeblood of any organization, and this strategy ensures that

the company maintains sufficient liquidity to meet its day-to-day obligations.
It mvolves:

» Monitoring inflows and outflows of cash

» Ensuring timely payments for salaries, suppliers, and debt

» Maintaining optimal working capital levels

» Planning for contingencies and unexpected expenses

Efficient cash flow management prevents liquidity crises and supports smooth

operational functioning.
5.  Capital Structure Strategy

This component determines the optimal mix of debt and equity that a company
should maintain. The chosen structure directly impacts the company's risk

profile, cost of capital, and overall valuation.
Considerations include:
» Balancing financial risk (from debt) and ownership dilution (from equity)
» Maintaining financial stability while enabling growth
»  Optimizing returns to shareholders

A well-structured capital base enhances investor confidence and long-term

sustainability.
6. Dividend Policy

The dividend policy outlines how profits are distributed between shareholders
and reinvestment in the business. It reflects the company's growth stage,

profitability, and strategic priorities.
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Key decisions involve:

» The proportion of earnings to retain for expansion

» The portion to distribute as dividends to shareholders

» Maintaining consistency to build investor trust

A balanced dividend policy supports both shareholder satisfaction and future

growth opportunities.

9.4 HR Strategy

An HR strategy is a systematic and thoughtfully designed approach to

managing people within an organization. It focuses on improving workforce

productivity while ensuring alignment with the company's vision, mission, values,

and overall objectives. This strategy can be customized for individual roles or entire

teams, depending on the specific needs of different departments. Ultimately, an

effective HR strategy aims to support business success by motivating employees,

enhancing their performance, and fostering a high-performing work environment.

9.4.1.Importance of HR Strategy

1.

Talent Acquisition: A strong HR strategy enables organizations to attract
and hire the right talent that fits their specific requirements and long-

term goals.

Employee Retention and Engagement: By implementing effective HR
policies and practices, companies can improve employee satisfaction,

increase engagement, and reduce turnover.

Skill Development: An effective HR strategy helps identify gaps in
employee skills and provides targeted training and development programs

to prepare them for current and future roles.

Performance Management: Clear performance standards and regular
feedback systems enhance employee productivity and ensure alignment

between individual contributions and organizational objectives.

Building Organizational Culture: HR strategies play a crucial role in
shaping a positive, inclusive, and collaborative workplace culture that

encourages innovation and teamwork.

Succession Planning: It ensures continuity in leadership by identifying

and developing potential future leaders within the organization.



Strategic Management

7. Adaptability and Change Management: A well-defined HR strategy helps
organizations respond effectively to changes in the market, technology,

and external environment.

8. Legal and Regulatory Compliance: By following labour laws and ethical
standards, HR strategies help organizations avoid legal issues and maintain

fair workplace practices.

9.  Cost Optimization: Efficient workforce planning and benefits management

enable organizations to control costs while maintaining productivity.

10. Employee Well-being: Focusing on employee health and well-being
creates a supportive work environment, reduces absenteeism, and

enhances overall organizational performance.
9.4.2.Developing and Implementing an Effective HR Strategy

» Creating an effective HR strategy requires a structured and thoughtful
approach that aligns people management with the overall business
direction. It begins with careful planning, where organizations dedicate
time to analyse key questions, assess external factors, and define clear
objectives. Writing down priorities and goals helps ensure smoother

execution and clarity throughout the process.

> To simplify the complexity of strategy development, organizations can
break the process into manageable parts by creating a detailed checklist.
This ensures that all essential elements-such as recruitment, training,
performance management, and employee engagement-are properly

addressed without overlooking critical areas.

» Collaboration is another vital aspect. HR leaders must work closely
with senior management and other department heads to ensure that the
HR strategy supports the company's broader vision and goals. A people-
focused and flexible approach is especially important in today's rapidly
changing business environment. Establishing a clear timeline further

strengthens the strategy.

» By setting short-term and long-term milestones and reviewing them
regularly, organizations can stay on track and adapt quickly to unexpected

changes in the market or business landscape.
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9.4.3. Best Practices for Implementing an HR Strategy

» Successful implementation of an HR strategy depends on continuous
collaboration and alignment across the organization. HR teams should
actively partner with leaders from different departments to ensure that

people-related initiatives are integrated into overall business planning.

» Adequate financial support is equally important. Organizations need to
allocate sufficient budgets for HR programs and work closely with finance
teams to ensure that initiatives such as training, recruitment, and employee

engagement are well-funded.

» Regular evaluation of the HR strategy is essential to keep it relevant. By
consistently reviewing outcomes and updating performance indicators,
organizations can identify improvement areas and respond effectively to

evolving business needs.

» Additionally, fostering a culture of transparency, teamwork, and cross-
functional collaboration enhances trust within the organization. This
approach allows companies to adapt quickly to change and make better
use of their workforce's diverse skills, reducing the need for frequent

hiring or layoffs.
9.4.4. Types and Examples of HR Strategies

> HR strategies can generally be categorized into two broad types:
expansive and specific. Expansive strategies take a comprehensive
approach, focusing on managing the workforce across the entire

organization. In contrast, specific strategies target particular

» HR functions such as recruitment, compensation, or employee

development.

Regardless of the type, effective HR strategies often include several
common practices. These include maintaining strong communication
between HR, leadership, and employees to ensure alignment and clarity.
Organizations also focus on providing a smooth and positive experience

for both new hires and departing employees.

»  Promoting diversity and inclusion in hiring practices is another key element,
along with offering continuous learning and career development

opportunities to support employee growth. Competitive compensation
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and benefits play a crucial role in attracting and retaining talent, while a

culture built on trust and transparency strengthens employee relationships.
» Finally, prioritizing employee well-being-including both physical and
mental health-helps create a supportive work environment, leading to

higher productivity and long-term organizational success.

9.5 Function of Operational Coordination

Operational coordination refers to the structured management of day-to-

day business activities to ensure that operations run smoothly, efficiently, and

according to plan. It acts as the connecting link between different departments,

aligning their efforts, managing resources, and ensuring that organizational goals

are achieved without delays or disruptions.

By synchronizing workflows, setting timelines, and monitoring performance

indicators, operational coordination helps organizations maintain consistency,

improve productivity, and respond effectively to changing business demands.

Core Functions of Operational Coordination

1.

Workflow Optimization

This function focuses on improving how tasks and processes are carried out
within the organization. It involves designing, implementing, and continuously
refining Standard Operating Procedures (SOPs) to eliminate inefficiencies

and reduce delays.

Effective workflow optimization:

» Minimizes bottlenecks and redundancies

»  Enhances productivity and turnaround time
> Ensures consistency in operations

» Promotes best practices across teams
Logistics and Project Management

Operational coordination plays a key role in planning and managing logistics
as well as overseeing project execution. This includes scheduling tasks,

allocating resources, and ensuring deadlines are met.
Key responsibilities include:

» Coordinating project timelines and milestones

Strategic Management
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»  Organizing meetings and tracking deliverables
» Managing daily operational logistics
» Ensuring smooth execution of projects

This function ensures that all moving parts of a project are well-organized

and aligned.
Communication Hub

Acting as the central point of communication, operational coordination ensures
that information flows effectively between departments, teams, and external
stakeholders.

This involves:

» Bridging gaps between different functions

» Sharing updates and resolving misunderstandings
» Facilitating collaboration and teamwork

» Ensuring everyone is aligned with objectives

Clear communication reduces errors and enhances coordination across the

organization.
Inventory and Procurement Management

Operational coordination ensures that the organization maintains the right
level of resources to operate efficiently. It involves monitoring inventory and

assisting in procurement processes.

Key activities include:

» Tracking stock levels and usage

» Preventing shortages or overstocking

» Coordinating with vendors and suppliers
» Supporting procurement decisions

Proper inventory management helps control costs and ensures uninterrupted

operations.
Data Analysis and Reporting

Another critical function is collecting, analysing, and reporting operational
data. This helps management make informed decisions based on real-time
nsights.
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This includes:

» Maintaining operational databases

» Tracking Key Performance Indicators (KPIs)

»  Generating reports and performance summaries

» Identifying trends and improvement areas

Data-driven insights enable better planning and continuous improvement.
6.  Process Compliance

Operational coordination ensures that all business activities comply with

internal policies, industry standards, and legal regulations.
Responsibilities include:

» Monitoring adherence to company procedures

» Ensuring quality standards are maintained

» Following safety and regulatory requirements

» Conducting checks and audits where necessary

Compliance reduces risks and safeguards the organization's reputation.

Operational coordination is essential for maintaining efficiency and alignment
within an organization. By integrating processes, managing resources, and
ensuring clear communication, it enables businesses to operate smoothly,

meet their objectives, and sustain long-term success.
9.5.1.Importance of Coordination in Organizations

Coordination is a fundamental management function that integrates the efforts
ofindividuals and departments to achieve common organizational objectives.
It ensures that all activities are aligned, resources are utilized effectively, and

operations run smoothly. The following points explain its importance in detail:
1. Enhanced Efficiency and Economy

Coordination plays a crucial role in improving efficiency while reducing
unnecessary costs. By aligning activities across departments, it helps
eliminate duplication of work and minimizes wastage oftime, effort, and

resources.
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When coordination is effective:

>

Resources-whether human, financial, or material-are utilized to their

fullest potential

Workflows become smoother, reducing delays and operational
bottlenecks

Processes are streamlined, leading to faster and more cost-effective

outcomes

As aresult, organizations can achieve higher productivity with

optimal resource usage.

Unity of Action and Direction

Coordination ensures that all parts of the organization move in the same

direction toward shared goals. Different departments such as sales,

finance, and operations often have specialized roles, but coordination

aligns their efforts to prevent conflicts and inefficiencies.

It helps by:

»  Synchronizing departmental objectives with overall organizational
goals

»  Clearly defining roles and responsibilities, reducing confusion

»  Maintaining consistency in performance and output quality

This unity ensures that everyone contributes effectively to the

organization's success.

Improved Organizational Relationships

Strong coordination fosters a positive and collaborative work

environment. By clarifying roles and encouraging teamwork, it reduces

misunderstandings and conflicts among employees and departments.

Key benefits include:

>

>
>
>

Minimization of interpersonal and interdepartmental conflicts
Strengthening of team spirit and cooperation
Increased employee morale and job satisfaction

Better communication through transparent and open channels
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Healthy relationships within the organization lead to improved

performance and a more supportive workplace culture.
4. Strategic Growth and Adaptation

As organizations expand, coordination becomes even more critical in
maintaining structure and control. It enables businesses to scale

operations without losing efficiency or clarity.
Coordination supports growth by:
»  Managing increasing complexity in operations

»  Allowing quick and effective responses to changes in the market,

technology, or regulations

»  Integrating information from different areas to improve decision-
making
With proper coordination, organizations become more adaptable,

resilient, and capable of sustaining long-term growth.

Coordination is essential for ensuring that all organizational activities
are interconnected and aligned. It enhances efficiency, promotes
unity, strengthens relationships, and supports growth. Without
effective coordination, even well-planned strategies may fail due

to lack ofalignment and communication.
Case Study: Strategic Alignment at TechNova Solutions
Background:

TechNova Solutions is a mid-sized technology company specializing in
consumer electronics and digital services. In recent years, the company
experienced rapid growth but faced challenges such as operational
inefficiencies, rising costs, employee turnover, and inconsistent product
delivery. To address these issues, TechNova decided to adopt an integrated
approach by strengthening its production & operations, marketing, finance,

HR strategies, and operational coordination.
Production and Operations Strategy

TechNova revamped its production strategy by investing in advanced
manufacturing technology and improving capacity planning. The company

streamlined its production processes to reduce delays and improve product
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quality. Its operations strategy focused on building efficient workflows,

ensuring timely product delivery, and maintaining consistency in output.
Marketing Strategy

The company developed a customer-centric marketing strategy based on
detailed market research. It identified a target segment oftech-savvy young
professionals and positioned its products as innovative and user-friendly.
Through digital marketing campaigns and brand positioning, TechNova

successfully increased its market presence and customer engagement.
Finance Strategy

TechNova implemented a strong finance strategy to manage its growing
financial needs. It optimized its investment decisions by allocating funds to
high-return projects such as R&D and automation. The company balanced
its capital structure by using a mix of equity and debt while maintaining healthy
cash flow. Risk management practices were introduced to handle market

uncertainties and currency fluctuations.
HR Strategy

To address high employee turnover, TechNova redesigned its HR strategy.
It introduced skill development programs, performance-based incentives,
and employee engagement initiatives. The company also focused on building
a positive organizational culture and implemented succession planning to

prepare future leaders.
Operational Coordination

Operational coordination became the backbone of TechNova's
transformation. The company established clear communication channels
between departments and implemented standard operating procedures
(SOPs). It improved inventory management, ensured timely procurement,

and used data analytics to monitor KPIs and performance.
Outcomes

» Improved production efficiency and reduced operational costs
» Increased employee satisfaction and lower turnover rates

» Stronger market position and higher customer retention
>

Better financial stability and informed decision-making
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» Enhanced coordination leading to smoother workflows

Conclusion

The case of TechNova Solutions highlights how integrating different functional
strategies with effective operational coordination can drive overall business
success. By aligning production, marketing, finance, and HR strategies with
organizational goals, companies can achieve sustainable growth and remain

competitive in dynamic markets.
Exercises :
Q.1 Briefly answer the following questions:
1. What is a Finance Strategy? Name the sources of Finance Strategy.
2. Explain the importance of HR Strategy in organization?
3. Why s coordination important in organizations?

Q.2 Choose the correct answer from the options given below each of the

following statements:
1. What is the main purpose of a production and operations strategy?

A. To increase employee salaries

B. To connect corporate objectives with daily operations

C. To focus only on marketing activities

D. To reduce employee workload

Answer: B. To connect corporate objectives with daily operations
2. Production strategy mainly focuses on:

A. Customer satisfaction only

B. Long-term planning of goods and services production

C. Short-term financial decisions

D. Advertising techniques

Answer: B. Long-term planning of goods and services production
3. Operations strategy primarily aims to:

A. Increase product pricing

B. Improve employee attendance
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C. Build efficient systems for delivering value
D. Reduce product variety
Answer: C. Build efficient systems for delivering value

Which company is known for focusing on innovation and strict supply

chain control?

A. Amazon B. Apple C. Tesla D. Walmart
Answer: B. Apple

A marketing strategy helps a company to:

A. Manage employee performance

B. Handle production costs

C. Promote products and reach target customers

D. Maintain inventory

Answer: C. Promote products and reach target customers
Which of the following is NOT a component of finance strategy?
A. Investment strategy B. Risk management strategy
C. Recruitment strategy D. Dividend policy
Answer: C. Recruitment strategy

HR strategy mainly focuses on:

A. Machinery management

B. Workforce productivity and alignment with business goals
C. Financial investments

D. Supply chain operations

Answer: B. Workforce productivity and alignment with business

goals

Which of'the following is a benefit of effective coordination?
A. Increased conflicts

B. Duplication of work

C. Improved efficiency and reduced costs



Q.3

Q4

10.

D. Delayed decision-making

Answer: C. Improved efficiency and reduced costs
Operational coordination acts as:

A. A financialreporting system

B. A communication link between departments

C. A marketing tool

D. Arecruitment process

Answer: B. A communication link between departments

Which function of operational coordination ensures adherence to

company policies and regulations?
A. Workflow optimization B. Dataanalysis
C. Process compliance D. Inventory management

Answer: C. Process compliance

Answer the following questions in detail:

1. Explain production and operations strategy and its importance in an
organization.

2. Discuss the key components of a marketing strategy.

3. Write ashort note on function of operational coordination
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Unit : 10
The Strategic Evaluation and Models

10.1 Introduction

10.2 BCG Matrix

10.3 General Electric business evaluation

10.4 Ansoff Matrix

10.5 Experiences Development Curve

10.6 Criteria for Selecting Strategies

10.7 Introduction to data-driven Decision Tools

> Exercise

10.1 Introduction

Strategic evaluation refers to the process of assessing and measuring how
effectively strategic decisions are being implemented and whether they are helping
the organization achieve its desired objectives. It involves reviewing the performance

of strategies and checking if they are producing the expected results.

The main purpose of strategic evaluation is to identify gaps or deviations
between planned outcomes and actual performance. Based on this analysis,
necessary corrective actions are suggested to improve efficiency and ensure better

results.

Strategic evaluation is generally considered the final stage of the strategic
management process. Strategic management itself involves setting organizational
goals after analysing both internal and external environments, formulating appropriate

strategies, and implementing action plans to achieve business objectives.

A continuous process of monitoring and evaluation is essential in strategic
management. It helps organizations understand whether their goals are being
achieved effectively or not. Through this process, managers can take timely corrective

actions whenever performance does not match expectations.
Strategic evaluation mainly focuses on three key aspects of a strategy:

>  Appropriateness of strategy: The strategy should be suitable for achieving
organizational goals and aligned with environmental conditions and available

resources.



»  Consistency of strategy: The strategy should be logically consistent and

aligned with the organization's overall objectives and policies.

>  Feasibility of strategy: The strategy should be practical and achievable

with the organization's existing resources and capabilities.

Feasibility is especially important because even a well-designed strategy will

fail if it cannot be implemented effectively using available resources.

Since strategic management is a continuous process, evaluation and control
are also ongoing activities. When differences arise between expected outcomes

and actual results, the control system highlights the need for corrective measures.

Overall, strategic evaluation and control guide organizations in the right
direction by ensuring that strategies remain effective and aligned with business goals.
It helps organizations make necessary adjustments and ensures that long-term

objectives are achieved successfully.

10.2 BCG Matrix

The Boston Consulting Group (BCG) Matrix, also known as the product
portfolio matrix, is a strategic management tool used by organizations to analyse
and manage their product portfolio. It helps businesses understand which products

are performing well, which need investment, and which may require discontinuation.

This model was developed to assist companies in making better decisions
regarding resource allocation across different products or business units. It provides
a simple visual framework for evaluating a firm's competitiveness and market

attractiveness.

BOSTON CONSULTING GROUP MATRIX
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Source: Professional Academy - BCG Matrix (Marketing Theories
Explained infographic)

Structure of the BCG Matrix
The BCG Matrix is represented as a 2 x 2 grid, based on two key dimensions:
1.  Market Growth Rate (Vertical Axis)

This axis shows how attractive and dynamic a market is. It reflects the speed

at which the market is expanding and the future potential for growth.
» High growth markets indicate strong future opportunities.
» Low growth markets indicate maturity or decline.

2. Relative Market Share (Horizontal Axis)

This axis measures a product's strength compared to competitors in the

same market. It reflects the company's competitiveness and dominance.
» High market share indicates strong competitive position.
» Low market share indicates weaker market presence.
Four Quadrants of the BCG Matrix
Based on these two dimensions, products are classified into four categories:
1.  Question Marks
» High market growth, low market share

» These products operate in growing markets but do not yet have strong

competitive positions.
» Theyrequire heavy investment to increase market share.
» Ifsuccessful, they may become Stars; if not, they may turn into Dogs.
2.  Stars
» High market growth, high market share
» These are the strongest performing products in fast-growing markets.

» They generate significant revenue but also require continuous investment

to maintain their position.
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With time, as market growth slows, Stars may become Cash Cows.

3. Cash Cows

» Low market growth, high market share
» These products are well-established in mature markets.
» They generate stable and high cash inflows with minimal investment.
» Companies often use Cash Cows to fund other business areas like
Question Marks and Stars.
4. Dogs
» Low market growth, low market share
» These products have weak performance and limited growth prospects.
» They often generate low profits or may even incur losses.
> Businesses usually consider divesting, discontinuing, or minimizing

investment in these products.

Importance of the BCG Matrix

>

vV V V V

Helps in effective resource allocation across product lines
Supports strategic decision-making for investment and divestment
Provides a clear visual representation of product performance
Assists in balancing business portfolios for long-term growth

Helps identify products that generate revenue vs. those that need support

10.3 General Electric business evaluation

The GE-McKinsey Matrix (also called the GE Business Evaluation

Framework) is a strategic planning tool used to analyse a company's portfolio of

business units and decide where to invest, maintain, or withdraw resources. It was

developed in the 1970s as an improved version of the BCG Matrix because it uses

more detailed and realistic evaluation criteria instead of relying only on market

growth and market share.

Meaning and Purpose

The GE-McKinsey Matrix helps a company assess its different Strategic

Business Units (SBUs) based on two broad dimensions:
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1. How attractive the industry is
2. How strong the business unit is within that industry

By comparing SBUs on these factors, companies can make better long-

term strategic decisions about allocation of resources.

The GE McKinsey Matrix
b
Industry
Attractiveness
Medium HARVEST
Low HARVEST n
Low )

High Medium
Compatitive Strength Of Business Unit

Source: McKinsey & Company - GE-McKinsey Portfolio Matrix

(Strategic Management Framework)

Key Dimensions of the Framework
1. Industry Attractiveness (Vertical Axis)

This measures how favourable or profitable it is to operate in a particular
industry. A highly attractive industry offers better growth and profit
opportunities.

It is evaluated using factors such as:

» Market growth rate (how fast the industry is expanding)

» Market size (overall demand and opportunity)

» Industry profitability (average returns in the sector)

» Competitive intensity (based on Porter's Five Forces)

» Stage of industry life cycle (introduction, growth, maturity, decline)
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2. Business Unit Strength (Horizontal Axis)

This evaluates how well a specific business unit performs compared to
competitors in the same industry.

Key factors include:

Market share (relative position in the market)
Brand strength and reputation

Profit margins

Customer loyalty and satisfaction

vV V VYV VYV V

Technological capability and innovation
» Distribution and operational efficiency
Structure: The 9-Cell Matrix

The combination of these two dimensions creates a 3x3 grid, dividing SBUs

into three main strategic zones:
1.  Grow/Invest Zone

» Located in high or medium industry attractiveness + strong business
strength

» These are the most promising business units
Strategy:
> Invest heavily
» Expand operations
» Focus on growth and market leadership
»  Allocate maximum resources
2. Hold/Selectivity Zone

» Located in medium or low attractiveness + medium or strong business
strength

» These units are stable but not highly promising
Strategy:

> Invest selectively

» Improve efficiency and competitiveness

» Maintain current position rather than aggressive expansion
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Harvest / Divest Zone

» Located in low industry attractiveness + weak or moderate business
strength

» These units have poor future prospects

Strategy:

» Reduce investment

» Maximize short-term cash flow (harvesting)

»  Gradually withdraw or sell the business (divestment)
Advantages ofthe GE-McKinsey Matrix

» Provides a more detailed and realistic analysis than simpler models like
BCG

Considers multiple qualitative and quantitative factors
Helps companies manage diversified business portfolios effectively

Supports better resource allocation decisions

YV V. V V

Useful for long-term strategic planning

Limitations

Complex to construct because many variables must be measured
Subjective judgment can affect scoring ofattractiveness and strength
Time-consuming compared to simpler tools

May not respond quickly to sudden market changes or disruptions

vV V V VYV V

Requires reliable data, which may not always be available
Strategic Importance

Companies like General Electric (GE) use this framework to evaluate different
business divisions such as aviation, energy, healthcare, and digital services.

It helps them:
> Identify where to invest for future growth
» Decide which businesses to maintain steadily

> Determine which units should be reduced or sold



10.4

Ansoff Matrix

The Ansoff Matrix, introduced by Igor Ansoffin 1957, is a simple but powerful

toolused by businesses to plan how they can grow. It organizes growth strategies

into a 2x2 grid based on two key factors: whether a company is dealing with

existing or new products, and whether it is targeting existing or new markets. By

combining these two dimensions, the matrix highlights four different strategic paths,

each with a different level of risk.

New Markets

Existing Markets

The Ansoff Matrix

Market Development

Product Development

Existing Products New Products

Market Penetration (Existing Products, Existing Markets)

This strategy focuses on increasing sales of products a company already
offers within the markets it already serves. Since both the product and the
audience are familiar, it is considered the least risky approach. Companies
typically achieve this by intensifying marketing efforts, lowering prices, offering
discounts, improving distribution, or building stronger customer loyalty. The

aim s to gain a larger share ofthe current market.
Market Development (Existing Products, New Markets)

In this approach, a business takes its existing products and introduces them
to new markets. These new markets could be different geographic regions,

new customer segments, or alternative use cases. While the product is already
established, the company must understand new customer needs and
preferences, which introduces moderate risk. Success depends on effective

market research and adaptation to new audiences.

Strategic Management

159



Strategic Management

160

3.  Product Development (New Products, Existing Markets)

This strategy involves creating new products or modifying existing ones to
sell to the current customer base. Businesses rely on their knowledge of
existing customers to design offerings that better meet their needs or solve
new problems. Although the market is familiar, the uncertainty lies in product

innovation and acceptance, making this strategy riskier than the first two.
4.  Diversification (New Products, New Markets)

Diversification is the most complex and risky strategy because it involves entering
completely new markets with entirely new products. Companies may pursue
this to reduce dependence on current markets or to explore new growth
opportunities. Since both the product and the market are unfamiliar, it requires
significant research, investment, and strategic planning. However, if successful,

it can lead to substantial expansion and long-term growth.

10.5 Experiences Development Curve

Introduced by the Boston Consulting Group, the Experience Curve concept
explains that a company's production costs decrease as its cumulative production
increases. In other words, the more experience a company gains in producing a particular

product, the more efficiently it can manufacture it at lower costs.

According to this concept, whenever total cumulative production doubles, the
value-added costs fall by a fixed percentage. These value-added costs include expenses

related to manufacturing, marketing, distribution, and administration.

A

Cost per uml

\ The Expenence Curve

.
o

Cunuilative vohune

Inan experience curve graph, the Y-axis represents the cost per unit of production,

while the X-axis shows the cumulative quantity produced. The unit production cost



includes expenses incurred in adding value to the product, such as manufacturing and

operational costs, but it does not include the cost ofraw materials.

The graph demonstrates that as acompany's total cumulative production increases,
the cost per unit decreases at a steady and predictable rate. This reduction in costs can
continue over time and has been observed consistently across many industries. In certain
sectors, a lack of experience-related cost reduction may indicate poor management

practices.

Research conducted by the Boston Consulting Group suggests that the benefits
ofthe experience curve are most significant for large companies that hold leading positions
mntheir industries.

Implications of the Experience Development Curve

Companies that benefit from the experience curve gain several competitive
advantages. As production expands and unit costs decline, the company can strengthen
its market position and capture a larger market share than its competitors, ultimately

increasing its profitability.

Lower production costs also enable the company to adopt a penetration pricing
strategy by offering products at lower prices to attract more customers. In addition,
firms may increase their market share by investing more in marketing, expanding

production capacity, and hiring additional sales staff.

However, the benefits of the experience curve may not last forever. Competitors
can imitate the company's methods and achieve similar cost reductions without making
substantial investments to gain the same level of experience. Furthermore, technological
advancements can make existing processes obsolete, forcing the company to develop
anew experience curve. To maintain its competitive edge, the firm must continuously

improve and modernize its operations.

10.6 Ciriteria for Selecting Strategies

In strategic management, selecting the most appropriate strategy is a crucial
process that involves carefully analysing and comparing different strategic
alternatives. Organizations must choose strategies that not only support their long-
term vision and objectives but are also practical, sustainable, and capable of

delivering a competitive advantage. Strategy selection requires managers to assess
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internal strengths and weaknesses, external opportunities and threats, available

resources, and the level of risk the organization is willing to accept.

A successful strategy should help the organization achieve growth, improve

performance, and maintain competitiveness in a constantly changing business

environment. To ensure this, managers evaluate strategies using several important

criteria.

il

Strategic Alignment with Organizational Goals

This criterion focuses on how well a strategy supports the organization's
mission, vision, objectives, and overall direction. A strategy should address
environmental opportunities and challenges while contributing to long-term

organizational success.

For example, a company operating in a rapidly growing digital market may
adopt a technology-driven expansion strategy to remain competitive. Ifa
strategy does not align with organizational goals or market realities, it is less
likely to succeed. Therefore, strategic alignment is essential for ensuring

consistency between business actions and desired outcomes.
Resource Capability and Practical Implementation

This aspect examines whether the organization possesses sufficient resources
and capabilities to successfully execute the strategy. Resources may include
finance, skilled workforce, technology, infrastructure, managerial expertise,

and operational capacity.

A strategy may appear attractive in theory but fail during implementation if
the organization lacks adequate resources. For instance, global expansion
may not be practical for a company with limited financial strength. Hence,
managers must assess whether the strategy is realistic and achievable within

organizational limitations.
Stakeholder Expectations and Organizational Acceptance

An effective strategy should be acceptable to major stakeholders such as
shareholders, employees, customers, suppliers, and management. Different
stakeholders may have different expectations regarding profitability, risk,

ethics, and organizational culture.

For example, investors may prefer higher financial returns, whereas employees

may prioritize job security and stability. If stakeholders strongly oppose a
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strategy, implementation may face resistance and conflict. Therefore,
organizations must ensure that the chosen strategy balances stakeholder

interests and gains broad support.
Building Sustainable Competitive Strength

One of the main purposes of strategy selection is to create and maintain a
competitive advantage. A strong strategy enables an organization to
outperform competitors through innovation, superior quality, lower costs,

strong branding, or excellent customer service.

Sustainable competitive strength helps organizations secure larger market
shares and improve long-term profitability. Strategies that create unique
capabilities or difficult-to-copy advantages are more likely to ensure lasting

success in competitive markets.
Adaptability and Risk Considerations

Since business environments continuously evolve due to technological
advancements, economic changes, regulations, and shifting consumer

preferences, strategies must be adaptable and flexible.

Organizations also need to assess the level of risk associated with each
strategy, including financial, operational, and market-related risks. While some

strategies may offer high rewards, they may also involve significant uncertainty.

A well-designed strategy balances opportunity with risk and allows the
organization to respond effectively to environmental changes. Flexibility
improves resilience and helps businesses maintain stability and competitiveness

over time.

Conclusion

Strategy selection plays a critical role in determining an organization's future

direction and success. By evaluating strategic alternatives based on alignment with

goals, resource capability, stakeholder acceptance, competitive strength, and

adaptability, organizations can make informed decisions that support sustainable

growth and long-term success.

10.7 Introduction to data-driven Decision Tools

Data-driven decision-making uses data analysis and technology to help

organizations make accurate and informed business decisions. Various tools and

technologies help collect, process, analyse, and present data in a meaningful way.
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Business Intelligence Platforms

Business Intelligence (BI) tools such as Tableau, Microsoft Power BI, and
QIlik Sense help organizations visualize data through dashboards, charts,
and reports. These tools simplify complex data and support faster decision
making.

Programming Languages for Data Analysis

Programming languages like Python and R are used for analysing large
datasets, statistical modelling, automation, and predictive analysis. They help

businesses identify trends and solve complex problems using data.
Data Management and Manipulation Tools

Tools such as SQL and Microsoft Excel are widely used for storing,
organizing, and analysing data. SQL manages databases efficiently, while

Excel supports calculations, reporting, and quick analysis.
Data Collection and Integration Tools

Platforms like Google Analytics and Apache Airflow help collect and integrate
data from different sources. They are useful for tracking website performance,
automating workflows, and ensuring smooth data movement between

systems.
Advanced Analytics and Machine Learning Tools

Technologies such as SAS and Apache Spark are used for big data analysis,
forecasting, and predictive modelling. Machine learning tools help businesses

predict customer behaviour, detect patterns, and improve decision accuracy.
Generative Al for Data Insights

Generative Al helps organizations analyse data more quickly and effectively.
It can identify hidden patterns, generate predictions, automate reports, and

provide deeper insights, making decision making smarter and more efficient.

Exercises :

Q.1 Briefly answer the following questions:

1. What is the Experience Curve?
2. What is Market Penetration in the Ansoff Matrix?

3. Name any four tools used in data-driven decision making.



Q.2 Choose the correct answer from the options given below each of the

following statements:

1.

What is the main purpose ofthe BCG Matrix?

A. To measure employee performance

B. To analyse and manage product portfolios

C. To calculate company profits

D. To recruit employees

Answer: B. To analyse and manage product portfolios

In the BCG Matrix, products with high market growth and high market

share are called:
A. Dogs B. Cash Cows
C. Stars D. Question Marks

Answer: C. Stars

Which strategy in the Igor Ansoff Matrix is considered the most risky?
A. Market Penetration B. Product Development

C. Market Development D. Diversification

Answer: D. Diversification

The Experience Curve concept was introduced by the Boston Consulting

Group.

A. True B. False

Answer: A. True

In the Experience Curve graph, the X-axis represents:

A. Cost per unit B. Profit margin

C. Cumulative production quantity D. Market growth rate
Answer: C. Cumulative production quantity

Which ofthe following is a Business Intelligence platform?
A. Python B. SQL

C. Tableau D. Apache Spark

Answer: C. Tableau
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Q.3

Q4

7. Which criterion for selecting strategies focuses on resource availability?
A. Acceptability B. Feasibility
C. Advantage D. Flexibility
Answer: B. Feasibility
8. Inthe GE-McKinsey Matrix, the vertical axis represents:
A. Market Share B. Business Strength
C. IndustryAttractiveness D. Profitability
Answer: C. Industry Attractiveness
9. Which tool is mainly used for database management and querying?
A. Tableau B. SQL C. R D. Qlik Sense
Answer: B. SQL
10. Which ofthe following helps organizations generate predictive insights
using artificial intelligence?
A. Microsoft Excel B. Generative Al
C. CashCow D. Market Penetration
Answer: B. Generative Al
Long Question Answers
1. Explain the BCG Matrix and its importance in strategic management.
2. Explain the GE-McKinsey Matrix and its strategic importance
3. Discuss the criteria for selecting strategies in strategic management.

Case Study: Alpha Electronics - Strategic Decision Challenge

Alpha Electronics is a global consumer electronics company that manufactures

smartphones, laptops, wearable devices, home appliances, and legacy entertainment

systems. Over the past 15 years, the company has grown rapidly and built a strong

international presence. However, in recent years, the business environment has

become highly competitive due to fast-changing technology, shorter product life

cycles, and aggressive competition from global brands.

The management of Alpha Electronics has noticed that not all product lines

are performing equally well. While some products are driving strong growth, others

are showing declining demand and are consuming resources without generating



significant returns. At the same time, new product categories are emerging that
show potential but also involve uncertainty and high investment requirements.

To address these challenges, the company conducted a detailed internal
review ofits product portfolio.

Q.5 Product Performance Overview
The findings of the internal review are as follows:

» One product category is performing extremely well in a fast-growing
global market and is widely preferred by customers due to its innovation,
brand strength, and strong sales performance. However, maintaining
this position requires continuous investment in technology and marketing.

» Another category generates steady and reliable profits. It is well-
established in the market and does not require heavy investment, but its
growth potential is limited because the market is already mature.

» Anewly launched product category shows high growth potential in the
market, but the company currently has a weak position in it. The
management is unsure whether additional investment will help the product
succeed or whether it will fail due to strong competition.

» One older product category has been losing demand rapidly due to
technological changes and shifting consumer preferences. Sales are
declining, and the company is considering whether to continue, reduce
investment, or discontinue it entirely.

Q.6 Strategic Evaluation Process

To make better long-term decisions, the company also evaluated its business
units based on industry conditions and internal strength. It found that some business
areas operate in highly attractive industries with strong future potential, while others
are in slow or declining industries. Similarly, certain divisions are very strong in
terms of market position, while others are relatively weak compared to competitors.

Based on this analysis, the management is now debating how to allocate
investment, which businesses to expand, which to maintain, and which to reduce
or exit.

Q.7 Data and Decision Support

To support decision-making, Alpha Electronics has started using modern
analytics systems and digital tools. These tools help the company study customer
behaviour, track sales performance, and forecast future demand. The insights
generated are being used to improve pricing decisions, marketing strategies, and
product development planning.
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However, managers are still required to interpret the results and make final

strategic decisions based on business judgment and risk considerations.

Q.8 Questions

1.

168

Identify which product category is performing strongly in a fast-growing
market and explain what this implies for the company's future strategy.

What decision should the company consider for the product category
that generates stable profits but has limited growth potential?

How should the company respond to the product category that has high
market potential but weak current performance?

What possible actions can the company take regarding the product
category that is experiencing declining demand due to technological
changes?

Why is it important for Alpha Electronics to combine internal performance
analysis with external market conditions before making strategic
decisions?
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Unit : 11

Strategic Formulation To Execution

11.1 Introduction to Strategic Formulation
11.1.1 Levels of Strategic Formulation
11.1.2 Modes of Strategic Formulation
11.1.3 Process of Strategic Formulation
11.2  Allocation of Resources in Strategic Formulation
11.2.1 Concept Overview
11.2.2 Types of Resources Allocation
11.2.3 Steps in Resource Allocation
11.2.4 Techniques Used in Resource Allocation
11.2.5 Importance and Challenges in Resource Allocation
11.3 Leadership and the Environment
11.3.1 Key Roles of Leadership in Business Environment
11.3.2 Importance of Environment in Strategy
11.3.3 Challenges of Environment
11.3.4 Relationship Between Leadership and Environment

11.4 Organisational Structure and Strategy- Types of Strategic
Implementation

11.4.1 Significance of Strategic Implementation
11.4.2 Organisational Strategies
11.4.3 Features of Organizational Strategies
11.4.4 Advantages and Disadvantages of Organizational Strategies
11.4.5 Business Strategies
11.4.6 Functional Strategies
11.5 Change Management
11.5.1 Meaning of Change Management
11.5.2 Importance of Change Management

11.5.3 Types of Change Management

169



Strategic Management

11.5.4 Resistance of Change Management
11.5.5 Examples of Types of Changes in Organisation
Conclusion

> Exercise

11.1 Introduction and meaning of strategic formulation:

Strategy formulation is the process by which an organization chooses the
most. appropriate courses of action to achieve its defined goals. This process is.
essential to an organization's success, because it provides a framework for the.

actions that will lead to the anticipated results.

Definition: Strategy Formulation is an analytical process of selection of the best

suitable course of action to meet the organizational objectives and vision. It is one
ofthe steps of the strategic management process. The strategic plan allows an
organization to examine its resources, provides a financial plan and establishes the
most appropriate action plan for increasing profits.

11.1.1 Levels of Strategy Formulation:

{ =
Corporate level

e . J

' N

Business level
e S
LY

{ 1y
Functional level

e J

\

» Corporate level strategy: This level outlines what you want to achieve:

growth, stability, acquisition or retrenchment. It focuses on what business

you are going to enter the market

> Business level strategy: This level answers the question of how you
are going to compete. It plays a role in those organizations which have
smaller units of business and each is considered as the strategic business
unit (SBU).

> Functional level strategy: This level concentrates on how an
organization is going to grow. It defines daily actions including allocation

ofresources to deliver corporate and business level strategies.
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11.1.2 Modes of strategy formulation:

1.

Entrepreneurial Mode: Strategy is formulated by one powerful individual.
The focus is on opportunities rather than on problems. Strategy is guided
by the founder's own visions of direction.

Adaptive Mode: This strategy formulation mode is characterised by
reactive solutions to existing problems rather than a proactive search

for new opportunities.

Planning Mode: Analysts assume main responsibility for strategy
formulation. Strategic planning includes both the proactive search for
new opportunities and the reactive solution of existing problems.

11.1.3 Process of Strategy Formulation:

Developing startegic
vision

D

2)

Crafting a Strategy to
Setting Objectives Achieve the Objectives
and Vision

Meonitoring
Implemented Strategy Implementing &
and Making Corrective Executing the Strategy
Adjustments

Define the Vision and Mission : The first step is to decide what the
organization wants to achieve in the future (vision) and why it exists
(mission). This gives a clear direction to the business and helps employees
work toward common goals. A well-defined vision and mission also

guide future decisions and planning.

Example: A company like Amul has a mission to provide quality dairy
products at affordable prices while improving the livelihood of farmers.

Analyze the Internal and External Environment: The organization
studies its strengths and weaknesses (internal factors) and opportunities
and threats (external factors). This analysis helps managers understand
the current business situation and identify possible challenges. Tools such
as SWOT and PESTLE analysis are commonly used.

Example: Arestaurant may identify its delicious food as a strength,
lack of parking as a weakness, increasing online food delivery as an
opportunity, and new restaurants opening nearby as a threat
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Set Long-Term Objectives: After analyzing the environment, the
organization sets clear and measurable long-term goals. These objectives
provide a target for the company and help in measuring progress over
time. Goals should be realistic, achievable, and aligned with the

organization's vision.

Example: A smart phone company may set a goal to increase its market
share by 15% within the next five years.

Generate Strategic Alternatives: Managers develop different
strategies that can help the organization achieve its objectives. They
compare the advantages, disadvantages, costs, and risks of each option
before making a decision. This ensures that the best possible alternatives

are considered.

Example: A retail company may consider opening new stores, expanding
online sales, or introducing new products as different strategic options

Select the Best Strategy: The final step is to choose the strategy that
best matches the organization's goals, resources, and market conditions.
The selected strategy should help the business gain a competitive
advantage and achieve long-term success. Once selected, the strategy

is ready for implementation.

Example: A clothing brand may decide to focus on online sales because
it is more cost-effective and reaches more customers than opening new

physical stores

11.2 Allocation of resources in strategic formulation:

11.2.1. Concept Overview

Resource allocation is a critical component of strategy formulation in the
field of Strategic Management. It refers to the process by which an organization
distributes its limited resources across various functions, departments, and
projects to achieve its long-term goals.

According to Fred R. David, : "Resource allocation is a central management
activity that allows for strategy execution." This means even the best strategy
can fail if resources are not properly assigned. Proper allocation ensures

these resources are used where they generate maximum value.
11.2.2. Types of Resources:

Organizations rely on different types of resources to operate effectively and
achieve their goals. These resources can be broadly categorized as follows:
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Financial Resources

Financial resources refer to the funds available to a business for investment
and operations.

Key Components:

»  Capital investments

>  Budget allocations

»  Cash flow management

Examples:

»  Astartup raising Rs.50 lakh from investors to launch its product
» A companyallocating a marketing budget for advertising campaigns

» Managing monthly expenses to ensure salaries and bills are paid

on time
Human Resources

Human resources include the people within an organization and their
skills, knowledge, and abilities.

Key Components:

»  Skills and expertise

»  Leadership

»  Workforce planning

Examples:

»  Hiring skilled software engineers to develop a mobile app
»  Astrong leadership team guiding company strategy

> HR planning recruitment based on future business needs
Physical Resources

Physical resources are tangible assets used in business operations.

Key Components:
»  Machinery
> Buildings

> Infrastructure
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Examples:
» A manufacturing company using machines to produce goods
»  Office buildings where employees work
»  Warehouses used for storage and distribution
4. Technological Resources

Technological resources refer to tools, systems, and innovations that

support business processes.

Key Components:

» IT systems

» Research and Development (R&D) capabilities

Examples:

»  Using ERP software to manage business operations

»  Developing new products through R&D

»  Cloud computing systems for data storage and collaboration
5. Intangible Resources

Intangible resources are non-physical assets that provide long-term value

and competitive advantage.
Key Components:

»  Brand reputation

» Intellectual property
»  Organizational culture
Examples:

» A well-known brand like a trusted company attracting loyal

customers
Patents or trademarks protecting unique products

A positive workplace culture that improves employee satisfaction
and productivity

11.2.3 Steps in Resource Allocation: Resource allocation is basically about
deciding where to use money, people, and other resources so a business can

achieve its goals. It's not just a one-time decision-it's an ongoing process.
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Step 1: Strategic Planning

Everything starts with a clear direction. A company first decides what it

wants to achieve in the long run.

This includes:

»  Its mission (why it exists)

» Its vision (what it wants to become)
» Itslong-term goals

Example:

A company may decide, "We want to expand into new cities" or "We want
to become the lowest-cost producer in the market". These decisions guide

where resources will go.
Step 2: Resource Assessment
Next, the company looks at what it currently has and what it is missing.

This means: Checking strengths (like strong finances or skilled employees).
Identifying weaknesses (like lack of technology or manpower)

Example:

A company might realize it has enough money to expand, but not enough

trained staff. So, hiring or training becomes necessary.
Step 3: Prioritizing Options

At this stage, companies usually have multiple choices, but they cannot do

everything at once. So, they ask:

»  Which option gives the best returns?
»  Which one is less risky?

»  Which one fits our goals the most?
Example:

Ifa company has to choose between launching a new product or improving
an existing one, it will pick the option that gives better results with manageable

risk.
Step 4: Allocation Decisions

Now comes the actual decision-making-who gets what. This includes:
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» How much budget each department gets

» Where employees are assigned

» What technology or equipment is needed
Usually, top management takes these decisions.
Example:

Ifexpansion is the main goal, more money will go into opening new branches
and hiring staffrather than advertising.

Step 5: Implementation and Monitoring

After resources are allocated, the work begins-but it doesn't stop there.

Companies continuously:

» Track performance

» Measure results using KPIs (like sales, profit, etc.)
» Make changes if something isn't working
Example:

If a marketing campaign isn't increasing sales, the company may reduce its

budget and invest in a better strategy.

11.2.4 Techniques Used in Resource Allocation:

1. Zero-Based Budgeting (ZBB) : Zero-based budgeting (ZBB) is a
strategic financial planning method where all expenses must be justified
for each new period, starting froma "zero base" rather than adjusting

previous budgets. It requires evaluating every cost from scratch to align



spending with current goals, improve efficiency, and eliminate unnecessary
expenditures. This method means starting from zero every time.

Instead of saying, "Last year we spent this much, so let's increase it,"

companies ask:
"Do we really need to spend on this?"
Example:

A company will only approve marketing expenses if they are clearly

justified, not just because they were used last year.

Capital Budgeting (NPV & IRR): Capital budgeting is the strategic
process companies use to evaluate, prioritize, and select long-term
investments-such as new machinery, plants, or R&D projects-that require
significant expenditure and promise future returns. It ensures capital is
allocated to projects maximizing shareholder value, often called
investment appraisal or planning. These are tools used to decide whether

a long-term investment is worth it.

»  NPV: Checks if future profits are valuable today
» IRR: Measures how profitable the investment is
Example:

Before buying new machinery, a company calculates whether it will

generate enough profit in the future.

Portfolio Analysis (BCG Matrix): The BCG Matrix (Boston
Consulting Group Matrix) is a strategic portfolio management framework
used to evaluate a company's products or business units based on their
market share and industry growth rate. It helps firms prioritize investments
by classifying products into four quadrants-Stars, Cash Cows, Question
Marks, and Dogs-to inform decisions on where to invest, divest, or
maximize profit. This helps companies manage different products or

business units wisely.

They categorize products into groups like:
»  Highperformers

»  Stable earners

»  Risky opportunities

>

Low performers
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Example:

A company will invest more in products that are growing fast and reduce

focus on weak ones.

Scenario Planning: Scenario planning is a strategic management tool
used to navigate uncertainty by identifying, analysing, and preparing for

multiple plausible future scenarios

This is about being prepared for uncertainty. Companies think ahead:
»  What ifdemand increases?

»  What if the market slows down?

Example:

A business may prepare one plan for high sales and another for low

sales, so it can quickly adjust.

11.2.5 Importance and challenges of resource allocation:

Importance of resource allocation

Strategic Alignment: Ensures all
departments work toward common

goals.

Challenges of resource allocation

Scarcity of Resources: Limited

budgets and workforce constraints

Efficiency: Prevents wastage and

duplication of efforts.

Internal Conflicts: Departments

compete for resources

Competitive Advantage: Supports

better utilization of unique capabilities.

Uncertainty: Market changes make

allocation risky.

Performance Improvement:

Enhances productivity and

profitability.

Bias and Politics: Managerial

preferences can distort decisions.

Real-World Example

Apple Inc.

> Allocates significant resources to R&D and innovation

» Focuses on high-margin products rather than diversification

» Strategic allocation helps maintain competitive advantage

Amazon

» Invests heavily in logistics, cloud computing, and Al




» Continuously reallocates resources based on growth opportunities

Conclusion

Resource allocation is not just about spending money-it's about making smart

choices. Companies need to plan carefully, choose wisely, and keep adjusting

based on results. Resource allocation is not just a financial exercise-it is a

strategic decision-making process that determines whether an organization

succeeds or fails. Effective allocation aligns resources with priorities, enhances

efficiency, and creates sustainable competitive advantage.

11.3 Leadership and Environment in Strategic Formulation

Strategic formulation is not just about planning-it is about who leads the

process and what external conditions influence decisions. Two key elements

that shape strategy are leadership and the environment.

Leadership plays a central role in deciding the direction of an organization.

Leaders are the ones who set goals, make decisions, and guide the company

toward its vision.

According to Peter Drucker,: "Management is doing things right; leadership
is doing the right things."

11.3.1 Key Roles of Leadership:

1.

Setting Vision and Mission: Leaders define where the organization
wants to go and what it stands for.

Strategic Decision-Making: Top leaders decide on the following
decisions,

»  Which markets to enter?
»  What products to develop?
» How to compete?

Resource Direction: Leaders decide how resources are allocated
across departments.

Motivating Employees: They inspire employees to work toward
strategic goals.

Managing Change: Leaders help organizations adapt to new strategies
and market changes.

Examples:

Satya Nadella - Microsoft- Satya Nadella reshaped Microsoft's strategy
after becoming CEO.
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What he did:

> Shifted focus to cloud computing (Azure)

»  Promoted a culture of collaboration and learning

» Moved away from only Windows-based dominance

Strategic Impact: He repositioned Microsoft as a cloud-first, mobile-
first company, leading to massive growth.

Elon Musk - Tesla Inc.-Elon Musk plays a direct role in Tesla's

strategic decisions.

What he did:

»  Focused on sustainable energy and electric vehicles
»  Invested heavily in innovation and automation

»  Expanded into global markets

Strategic Impact: Tesla became a leader in electric vehicles and clean

energy solutions.

Ratan Tata - Tata Group-Ratan Tata made bold strategic decisions

for global expansion.

What he did:

»  Acquired international brands like Jaguar and Land Rover
» Focused oninnovation (e.g., Tata Nano project)

»  Strengthened global presence

Strategic Impact: He transformed Tata Group into a globally

recognized brand.

Mukesh Ambani - Reliance Industries-Mukesh Ambani played a key

role in digital transformation.

What he did:

»  Launched Jio to revolutionize telecom in India
» Invested in digital platforms and technology

> Focused on affordable internet access
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Strategic impact: He changed the telecom industry and positioned

Reliance as a digital powerhouse.
11.3.2 Role of Environment in Strategic Formulation

The environment includes all external and internal factors that affect an
organization's strategy. Organizations do not operate in isolation-they must

respond to changes in their surroundings.
» Types of Environment:

Palitical
Factors
Ecanomic
Factors

Saciocultural
Factors

Public Technological

Factors
Marketing Intermediaries
Environmental

i
Suppliers —

Customers
Legal

Competitors  F3ctors

Employees

1. Internal Environment

Factors within the organization:

» Company culture

» Resources and capabilities

»  Organizational structure

2. External Environment

Macro Environment

Broad factors affecting all businesses:
»  Economic conditions

» Political and legal factors

> Social and cultural trends
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» Technological changes

Micro Environment

Industry-specific factors:

» Competitors

» Customers

> Suppliers

Internal Environment of an Organization

» The internal environment of an organization refers to all the factors that

exist within the organization and directly influence its functioning,
performance, and decision-making processes. These factors are
generally controllable and can be modified by management according
to organizational needs. One of the most important components of the
internal environment is the organizational structure, which determines
how authority, responsibility, and communication flow within the
organization. A well-defined structure ensures clarity in roles and efficient
coordination among departments. For instance, Tata Motors follows a
hierarchical structure where decisions are systematically passed from
top-level management to operational staff, ensuring discipline and
accountability.

Another significant element is the organizational culture, which includes
the shared values, beliefs, attitudes, and norms that shape employee
behaviour. A strong and positive culture fosters teamwork, innovation,
and commitment among employees. For example, Infosys is known for
its ethical values and learning-oriented culture, which encourages
continuous improvement and professional growth. Closely related to
culture are human resources, which represent the workforce of the
organization. Employees' skills, knowledge, experience, and motivation
levels play a crucial role in achieving organizational objectives.
Organizations such as Google invest heavily in training, development,

and employee well-being to maintain high productivity and innovation.

Financial resources are another key aspect ofthe internal environment,
as they determine the organization's capacity to invest in new projects,
expand operations, and sustain itself during challenging times. Adequate

financial strength enables organizations to take risks and pursue growth



opportunities, while limited funds can restrict development. In addition,
physical and technological resources, including machinery, infrastructure,
and information systems, significantly affect operational efficiency. For
instance, Reliance Industries utilizes advanced technology and large-

scale infrastructure to manage its diverse business operations effectively.

Overall, the internal environment forms the foundation ofan organization,
and its effective management is essential for achieving strategic goals

and maintaining competitive advantage.

External Environment of an Organization

>

>

The external environment of an organization consists of all factors outside
the organization that influence its operations and performance. Unlike
internal factors, these are largely uncontrollable, and organizations must
adapt to themto survive and grow. One of the most influential components
ofthe external environment is the economic environment, which includes
factors such as inflation, interest rates, economic growth, and income
levels. These factors directly affect consumer purchasing power and
demand for goods and services. For example, during periods of economic
slowdown, companies like Maruti Suzuki may experience a decline in

vehicle sales due to reduced consumer spending.

The political and legal environment also plays a crucial role, as it
encompasses government policies, laws, regulations, and political
stability. Businesses must comply with legal requirements related to
taxation, labour laws, environmental protection, and trade policies. Any
change in these regulations can have a significant impact on operations

and profitability.

Another important aspect is the technological environment, which is
characterized by rapid advancements and innovation. Technological
changes can create new opportunities for growth while also posing threats
to existing business models. For instance, the rise of digital technology
and online transactions has greatly benefited companies like Paytm,

enabling themto expand their services and reach a wider customer base.

The social and cultural environment is another vital component, as it

includes factors such as population demographics, education levels,
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lifestyle changes, traditions, and consumer preferences. These factors
influence the demand for products and services and require organizations
to adapt their offerings accordingly. For example, increasing health
consciousness among consumers has led many companies to introduce

organic and healthier product options.

The competitive environment, which includes rival firms and market
competition, also significantly affects organizational performance.
Companies like Amazon continuously innovate, improve customer
service, and adopt advanced technologies to maintain their competitive

position in the market.

Finally, the global environment has become increasingly important due
to globalization and international trade. Factors such as global economic
conditions, international competition, foreign exchange rates, and cross-
border regulations influence organizations operating in multiple countries.
Businesses must remain aware of global trends and adapt their strategies
to succeed in the international marketplace. In conclusion, the external
environment is dynamic and constantly changing, requiring organizations
to be flexible, responsive, and proactive in order to sustain growth and

remain competitive.

11.3.3 Importance of Environment in Strategy

>

>
>
>

[

Helps identify opportunities and threats
Reduces uncertainty

Improves decision-making

Ensures adaptability to change

Helps Identify Opportunities and Threats : SWOT analysis helps
an organization recognize new opportunities that can lead to growth
and also identify threats that may affect its success. This allows the

organization to prepare in advance and make better plans.

Example: A clothing store notices that online shopping is increasing
(opportunity) but also sees many new competitors entering the market

(threat).
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2. Reduces Uncertainty: SWOT analysis provides a clear understanding
of the organization's strengths, weaknesses, opportunities, and threats.
This reduces confusion and helps managers make decisions with greater

confidence.

Example: Before launching a new product, a company studies customer

demand and competitors to reduce the risk of failure.

3. Improves Decision-Making: By analyzing internal and external
factors, SWOT helps managers compare different options and choose
the best strategy. Decisions become more logical and based on facts

rather than guesswork.

Example: A business decides to expand into a new city after finding

strong customer demand and realizing it has enough financial resources.

4. Ensures Adaptability to Change: SWOT analysis helps organizations
stay prepared for changes in the market, technology, or customer
preferences. It encourages businesses to adjust their strategies whenever

needed.

Example: Arestaurant starts offering online food delivery after noticing

that more customers prefer ordering food from home
11.3.4 Challenges of environment:

Rapid Technological changes : New technologies develop quickly, making
existing products or business methods outdated. Businesses must continuously

update their strategies to remain competitive.

Changing customer preferences: Customers' needs, tastes, and buying
habits change over time. Companies need to understand these changes and

adapt their products and services accordingly.

Intense competition: Competitors may introduce better products, lower
prices, or innovative services. Businesses must create effective strategies to

maintain or improve their market position.

Economic uncertainty: Inflation, recession, rising interest rates, or currency
fluctuations can affect business performance. These factors make long-term

planning more difficult.
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Government regulations and policies: Changes in laws, taxes, trade
policies, or environmental regulations may require businesses to modify their

strategies and operations.

Resource constraints: Limited financial resources, skilled employees, or
technology can restrict a company's ability to implement its planned strategy
effectively.

Globalization: Businesses face competition from international companies

and must adapt to different markets, cultures, and global economic conditions.

Environmental and sustainability issues: Companies are expected to
adopt environmentally friendly practices and meet sustainability goals while

remaining profitable.

Political and social changes: Political instability, social movements, or
demographic changes can affect consumer behavior and business operations,

requiring strategic adjustments.

Uncertainty and risk: Future market conditions are difficult to predict,
making it challenging to choose the best strategy. Businesses must be flexible

and prepared for unexpected events.

11.4 Types of Strategic Implementation

Top down

Transformational

Collaborative Managerial

Bottom Up Incremental

Types of
strategic
implementa
tion

Adaptive

Top-Down Implementation

Top-down implementation is a strategy execution approach where senior
management takes decisions and passes them down through the hierarchy



2)

3)

4)

5)

for execution. In this approach, authority and control are centralized, allowing
for fast decision-making and clear direction. For instance, a CEO might decide
to reduce operational costs and instruct all departments to cut their budgets by
a certain percentage. While this method ensures efficiency and strong leadership,
it often suffers from low employee engagement and resistance because the
workforce has little to no involvement in decision-making.

Bottom-Up Implementation

In contrast, bottom-up implementation involves lower-level employees and
middle managers actively participating in executing and sometimes shaping
the strategy. This approach encourages feedback, innovation, and flexibility,
as those directly involved in operations contribute ideas to improve outcomes.
For example, employees might propose process improvements that shape
how a new operational strategy is executed. The main advantages include
higher acceptance and increased motivation, though decision-making can
be slower and may lack a unified direction.

Collaborative (Participative) Implementation

Collaborative implementation represents a balanced approach in which both
top management and employees work together to execute strategies. This
method emphasizes shared decision-making, open communication, and
cross-functional coordination. For example, management might set
overarching organizational goals, while teams collaborate to design detailed
execution plans. This approach fosters commitment and alignment across
departments, but it can be time-consuming and requires strong coordination

to be effective.
Transformational Implementation

Transformational implementation focuses on major organizational change,
including culture, structure, and processes. It is vision-driven and requires
long-term planning and leadership commitment. A company undergoing a
digital transformation-shifting from traditional operations to digital systems-
is an example of this type of implementation. While transformational
implementation encourages innovation and builds long-term competitiveness,

it also carries high risks and demands significant resources to succeed.
Managerial Implementation

Managerial implementation relies on structured systems, formal planning,
and established procedures rather than major organizational change. This
approach emphasizes budgeting, scheduling, and performance monitoring
through standard operating procedures. For instance, expanding production

Strategic Management
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using existing processes and systems exemplifies managerial implementation.
The advantages include stability, predictability, and ease of control, but it

can also limit innovation and lead to organizational rigidity over time.
Incremental Implementation

Incremental implementation involves executing strategy gradually, step by
step, rather than all at once. This method allows organizations to adjust
continuously and manage risks more effectively. For example, a company
might introduce a new product in phases across different markets. The gradual
approach reduces risk and allows learning and adaptation along the way.
However, results may take longer to materialize, and moving too slowly can

sometimes result in losing a competitive advantage.
Adaptive Implementation

Adaptive implementation emphasizes flexibility and responsiveness to changing
environments. Organizations using this approach continuously monitor
performance and make quick adjustments based on external and internal
conditions. For example, a business may adjust its pricing or marketing
strategies in response to emerging market trends. Adaptive implementation
is highly suitable for dynamic environments and fosters organizational agility.
On the downside, it may lack stability and requires constant attention and

resources.

11.4.1 Significance of Strategic Implementation

Strategic implementation bridges the gap between planning and action,
ensuring that strategies are not just theoretical but are actively executed. It
plays a crucial role in achieving organizational goals such as growth,
profitability, and market expansion while optimizing the use ofresources like

human capital, finances, and technology.

Implementation also enhances coordination across departments, aligns
organizational efforts toward common objectives, and strengthens competitive
advantage by enabling superior execution. Furthermore, strategic
implementation supports change management, helps organizations adapt to
market or technological shifts, boosts employee engagement through
participative approaches, and allows for performance monitoring and
continuous improvement through key performance indicators and feedback
mechanisms. Ultimately, the success of a strategy depends as much on effective

implementation as on its formulation.
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11.5 Change Management

11.5.1 Meaning of change management:

Change management refers to a systematic approach used by organizations to
deal with transformation or transitions in goals, processes, technologies, or
structures. It involves planning, implementing, and monitoring changes in a
way that minimizes resistance and maximizes effectiveness. The primary aim of
change management is to ensure that changes are smoothly and successfully
implemented while helping employees adapt to new ways of working. It is not
only about introducing new systems or policies but also about managing the
human side of change, including attitudes, behaviours, and organizational culture.
Effective change management ensures that the organization remains competitive
and responsive to internal and external pressures.

11.5.2 Importance of Change Management

Change management is essential because it helps organizations adapt to a
rapidly evolving business environment. In the absence of proper change
management, even well-planned changes can fail due to confusion, resistance,
or lack of coordination. It improves the chances of success by providing a
structured approach to transition, ensuring that resources are used efficiently
and disruptions are minimized. Change management also enhances employee
understanding and acceptance, which leads to higher engagement and
productivity. Furthermore, it supports better communication across the
organization, aligns employees with new objectives, and helps maintain stability
during periods of uncertainty. Ultimately, it strengthens the organization's

ability to innovate, compete, and grow.

11.5.3 Types of Change Management:

Planned change
Unplanned change
Incremental change
Transformational change
Technological change

Structural change
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Planned Change

Planned change is deliberate and carefully designed in advance.
Organizations identify the need for change, set objectives, and follow a
structured process to implement it. This type of change is usually proactive
and occurs in a controlled manner, such as introducing new technology

or restructuring departments.
Unplanned (Reactive) Change

Unplanned change occurs in response to unexpected events or crises,
such as economic downturns, sudden market shifts, or emergencies. It
is reactive in nature and often requires quick decision-making. Since
there is little time for preparation, managing such change can be

challenging.
Incremental Change

Incremental change involves small, gradual improvements made over
time. Instead of drastic transformation, organizations adopt step-by-
step modifications to improve processes or performance. This approach

reduces risk and allows employees to adjust more easily.
Transformational Change

Transformational change refers to major, fundamental shifts in an
organization's operations, culture, or strategy. It often involves redefining
business models or adopting entirely new ways of working. While it can
lead to significant growth and innovation, it also requires strong leadership

and careful management due to its complexity.
Technological Change

Technological change focuses on the adoption of new tools, systems, or
technologies to improve efficiency and productivity. Examples include

automation, digital transformation, or implementing new software systems.
Structural Change

Structural change involves modifications in the organizational hierarchy,
roles, responsibilities, or reporting relationships. This may include

mergers, acquisitions, or departmental restructuring.
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11.5.4 Resistance to Change Management:

Resistance to change refers to the opposition or reluctance shown by
individuals or groups when changes are introduced in an organization. It is a
natural human reaction because people often feel uncertain or threatened by
new situations. Resistance can arise due to fear of the unknown, lack of trust
in management, poor communication, or concerns about job security and
increased workload. Employees may also resist change ifthey are comfortable

with existing routines or do not understand the benefits ofthe new system.

Resistance can be expressed in various forms, such as reduced productivity,
lack of cooperation, open criticism, or even active opposition. Ifnot properly
managed, it can delay or even derail the change process. Therefore,
organizations must address resistance through effective communication,
employee involvement, training, and support. By building trust and clearly
explaining the purpose and benefits of change, management can reduce

resistance and ensure a smoother transition.
11.5.5 Examples of Types of changes in organisation:
Planned Change

A good example of planned change is when Infosys introduces a new
employee performance management system. The company first identifies
the need for better evaluation methods, designs the system, trains employees,
and then implements it step by step. Since everything is pre-decided and

executed systematically, it reflects a planned change.
Unplanned (Reactive) Change

An example of unplanned change can be seen during the COVID-19
pandemic, when companies like Tata Consultancy Services suddenly shifted
to work-from-home models. This change was not pre-planned but was
necessary to continue operations, showing how organizations react quickly

to unexpected situations.
Incremental Change

Incremental change can be observed in companies like Maruti Suzuki, which
regularly makes small improvements in its car models, such as enhancing fuel
efficiency or adding minor features. These gradual updates over time improve

overall performance without drastically changing the product.
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Transformational Change

A strong example of transformational change is Reliance Industries shifting
its focus from traditional petrochemicals to digital services through Jio
Platforms. This involved a major shift in business strategy, technology, and

operations, fundamentally transforming the organization.
Technological Change

Technological change is evident when companies adopt automation or digital
tools. For instance, Amazon uses advanced robotics and Al in its warehouses
to improve efficiency and reduce human effort. This adoption of new

technology represents technological change.
Structural Change

An example of structural change is when Google reorganized itself under
Alphabet Inc. This restructuring changed reporting relationships and created
anew organizational hierarchy to improve management and focus on diverse

business areas.
Conclusion:

Change management is essential for organizations to adapt successfully to
internal and external changes. It helps businesses remain competitive in a
rapidly changing environment. Effective change management ensures smooth
transition by reducing employee resistance and confusion. Communication,
leadership, and employee involvement play a vital role in the success of
organizational change. Proper planning and training help employees adjust
to new systems and processes. Organizations that manage change effectively
can improve productivity, innovation, and overall performance. It also
strengthens teamwork and organizational culture during periods of
transformation. Continuous monitoring and feedback are important to
evaluate the effectiveness of change nitiatives. Successful change management
creates flexibility and readiness for future challenges. Therefore, change
management is a key factor in achieving long-term organizational growth

and sustainability.
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Exercises :

Q.1 Choose the correct answer from the options given below each of the

following statements:

1.

Which level of strategy formulation focuses on overall growth, stability,

and acquisition decisions?

a) Functional level strategy b) Business level strategy
c) Corporate level strategy d) Operational strategy
Answer: c. Corporate level strategy

Which budgeting technique starts froma "zero base" for every budgeting

period?
a) Capital budgeting b) Flexible budgeting
c) Zero-based budgeting d) Performance budgeting

Answer: c. Zero-based budgeting

Which type of strategic implementation involves senior management

making decisions and passing them down the hierarchy?

a) Bottom-up implementation  b) Adaptive implementation

c) Top-down implementation d) Incremental implementation
Answer: c. Top-down implementation

Which type of change management involves gradual improvements over

time?
a) Transformational change b) Structural change
c) Incremental change d) Technological change

Answer: c. Incremental change

Which company is associated with cloud-first and mobile-first strategy

under Satya Nadella?
a) Tesla b) Reliance Industries
c) TataGroup d) Microsoft

Answer: d. Microsoft
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Q.2 State whether the following statements are True or False:

1. Strategy formulation is the process of selecting the best course of action

to achieve organizational goals.
Answer: True
2. External environment factors are completely controllable by organizations.
Answer: False
3. Incremental implementation executes strategy gradually in phases.
Answer: True
4. Resistance to change can arise due to fear of the unknown.
Answer: True
5. Resource allocation is only related to financial resources.
Answer: False
Q.3 Briefly answer the following questions:
1. Define strategic formulation.
What is resource allocation?

State any two roles of leadership in strategic formulation.

Eall A

What is transformational change?

5. Mention any two challenges of environmental analysis in strategy

formulation.
Q.4 Answer the following questions in detail:
1. Explain the process of strategic formulation in detail.

2. Discuss the types of resources used in strategic formulation with suitable

examples.

3. Explain the relationship between leadership and environment in strategic
formulation.

4. Describe the different types of strategic implementation.

5. Explain the meaning, importance, types, and resistance to change

management in organizations.

sk sk sk sk sk sk sk sk sk sk seoskosk sk sk sk
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Strategic Management and Assessment

12.1

12.2

12.3

12.4

12.5

Introduction and Meaning of Strategic Control

Process of Strategic Control
12.2.1 Importance of Strategic Control

Strategic and Operational Control

12.3.1 Difference between Strategic Control and Operational Control

12.3.2 Advantages of Strategic Control
12.3.3 Disadvantages of Strategic Control
Balanced Scorecard

12.4.1 Meaning of Balance Score Card
12.4.2 Why to Use Balance Score Card?
12.4.3 Components of Balance Score Card
12.4.4 Benefits of Balance Score Card

A Strategic Evaluation

12.5.1 Concept of Strategic Evaluation
12.5.2 Nature of Strategic Evaluation
12.5.3 Importance of Strategic Evaluation
12.5.4 Methods of Strategic Evaluation
Conclusion

> Exercise

12.1

Introduction

with the strategy. It ensures that resources are used efficiently. It ensures that

objectives are being achieved and adjusts tactics as necessary.

evaluating whether the strategy is progressing in right direction and bringing desired

Controlrefers to the processes that ensure organizational activities are aligned

The last phase of strategic management process, which is concerned with

results is Strategic control.

Strategic Management
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Concept of strategic control: Strategic control is related to that aspect of
management through which an organisation ensures whether it is achieving its
objectives contemplated in the strategic direction. According to Julian and Scifres,
Strategic control involves the monitoring and evaluation of plans, activities, and
results with a view towards future action, providing a warning signal through
diagnosis of data and triggering appropriate interventions, be they either tactical

adjustments of strategic reorientation.

Meaning of Strategic control: Strategic controlling is the process of
monitoring and checking the performance of strategic decisions, ensuring the
effective implementation of strategic plans and polices, identifying the problems
and to take corrective actions whenever required for achieving the desired

organizational objectives.

12.2 Process of strategic control:

To 1o To To
establish ngaea:s:; measure cortnhpea '€ To To hk.e
e onal Rl 7 fpetomme L Y
standard  PeTCET® s “dondard

Fig 12.1 Strategic control process
Source: Prasad, L. M. (2018). Strategic management. Sultan Chand & Sons.
Let us discuss these steps in detail:

1.  To establish performance standards: The first step in the controlling process
is setting clear performance standards for the organization. These standards
should be specific, though some aspects like morale, discipline, and creativity
are difficult to measure and may require qualitative evaluation. Organizations
use different quantitative standards to assess performance effectively. Time
standards focus on completing tasks within a set period, while cost standards
measure expenses per unit of activity. Income standards track sales and revenue,
and market share standards aim at increasing the company's presence in the
market. Return on investment (ROI) helps evaluate overall business

performance by considering factors like sales, costs, and capital used.

2.  To measure organizational performance: After the finalized the goals or
objectives of the organization, the next step is controlling process to measure
the actual achieved organizational performance as compared the fixed goals

or objectives of the organization



Strategic Management

3.  To select the techniques: Measuring actual performance in strategic
decisions is often challenging, as it involves deciding what, how, and when to
measure. Organizations use different techniques to evaluate the efficiency
and effectiveness of their strategies. Financial measures assess the company's
financial health using ratios like profit, liquidity, and sales performance.
Production measures focus on inputs, processes, and outputs through pre-
control, concurrent control (like scheduling), and post-control (feedback).
Marketing measures evaluate performance through sales analysis, market
share, and marketing expenses. Customer attitudes are also tracked to
understand behaviour and improve relationships. Efficiency analysis helps
assess how well marketing efforts and sales activities achieve desired results.
Overall, these techniques guide organizations in monitoring and improving

their strategic performance.

4.  To compare performance with standards:- The next step of controlling
process is to compare the actual performance with pre-determined
performance with standards. Ifthere are not specified standards performance,
It would be difficult to measure the performance and to identify the efficiency

and effectiveness of strategic decisions.

5.  To evaluate deviations:- It is essential step before the deviation is
corrected. The reasons should be investigated. The main idea is to find the
root cause for the deviations or problems therefore it would never arise in
the future also. The deviations may be positive or negatives. The positive
deviations are in various forms such as achievement of the target before the
time with less cost actually planned. The negative deviations may be low
quality or quantity than the standards, late schedule of production, increasing

the cost of production as compared to estimated costs etc.

6.  To take corrective actions:- After the analysis and investigation, the final
steps are arrived to take corrective actions for remedy ofthe problem. The
corrective actions should be consistent to the internal and external environment
ofbusiness. It should be as per the company's culture, philosophy, labour
unions, rules and regulation, etc. the following guidelines should take into

consideration while taking corrective actions

Management should identify the root cause of the problem instead of focusing
on time being solutions for the problems. It should be as per the company's

philosophy and rules" and regulations.
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12.2.1 Importance of Strategic Control

Control is strategic for the success of any organisation. The importance of

strategic control in the strategic management process is as below:

>

Measuring Progress

Strategic control helps measure organizational progress. Organizations can
evaluate results after implementing a strategy and determine if they are on
track towards their goals. The ongoing measurement allows timely actions

to be rectified, and the organisation stays on target with its strategic direction.
Feedback For Future Actions

Continuous feedback is important in strategic management. Strategic control
allows the recycling of essential actions to achieve organizational objectives.
This feedback loop would provide great input to optimize and enhance future

planning processes.
Rewards And Recognition Based on Performance

A performance-based reward system is important in strategic control.
Recognizing and rewarding employees during this implementation period
will keep them engaged and guarantee that they want to participate in meeting

the desired outcomes.

According to this, the main purpose of strategic control is to facilitate
managers' understanding of changes in circumstances and make appropriate
strategic changes so that the organisation remains flexible and responds well

to internal and external changes.

12.2.2 Strategic and Operational control:

Strategic Control

»  Purpose: Determines if the chosen strategy is still viable and effective, or if
adjustments are needed to meet long-term objectives.

»  Key Focus: Tracks the strategy as it is implemented to detect problems or
changes in assumptions.

»  Components: Includes Premise Control (assumptions), Strategic

Surveillance (environmental scanning), Special Alert Control (crisis

management), and Implementation Control (milestone reviews)



Operational Control

»  Purpose: Ensures day-to-day tasks are executed efficiently and in alignment

with established plans.

»  Key Focus: Focuses on specific metrics, such as productivity, quality control,

and cost management.

»  Components: Involves setting standards, measuring actual performance,

and taking corrective action to maintain operational efficiency.

12.2.3 Difference between Strategic control and operational control:

Feature Strategic control Operational control
Focus Long-term goals & strategy | Short-term performance & task
effectiveness efficiency
Timeframe | Future-oriented (years) Present/Immediate-oriented
(daily/monthly)
Responsibility | Top-level management Middle/Lower-level management
Scope Broad (organization-wide) Narrow (functional/process-specific)

Environment | External (market, competitors) | Internal (processes, resources)

Techniques | Premise control, surveillance, | Budgetary control, quality control,

special alerts variance analysis

Key differences between Strategic Control and Operational Control in detail:

1.

Strategic control focuses on the long-term goals and objectives of an
organization, while operational control focuses on the day-to-day

management ofthe organization's operations.

Strategic control involves setting overall direction for the organization,
while operational control involves ensuring that the organization's

operations are executed efficiently and effectively.

Strategic control involves making decisions at a higher level of
management, while operational control involves making decisions at a

lower level of management.

Strategic control involves monitoring the organization's external
environment, while operational control involves monitoring the

organization's internal operations.

Strategic control is typically the responsibility of top management, while
operational control is typically the responsibility of middle and lower

management.

Strategic Management
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Strategic control focuses on the overall performance of the organization,
while operational control focuses on the performance of specific
departments or functions.

Strategic control involves making decisions about resource allocation,
while operational control involves managing the use of those resources.

Strategic control is more forward-looking, while operational control is
more focused on the present.

12.2.4: Advantages of Strategic Control

1.

2
3
4.
5
6

Provides a clear understanding of organizational goals and objectives.
Helps to identify and prioritize key performance indicators.

Facilitates the alignment of organizational activities with strategic goals.
Allows for the identification and management of potential risks.
Enables the tracking of progress towards goals and objectives.

Facilitates the identification of new opportunities for growth and
expansion.

Enhances the ability to make informed, data-driven decisions.

Improves communication and collaboration among different departments
and stakeholders.

Enhances the ability to adapt to changes in the internal and external
environment.

12.2.5: Disadvantages of Strategic Control

1.

A e T

May lead to a focus on short-term goals at the expense of long-term
growth.

Can create a rigid and inflexible organizational structure.
May lead to a lack of autonomy for lower-level employees.
Can be costly to implement and maintain.

May lead to a lack of creativity and innovation.

Can create a culture of fear and mistrust among employees.

May lead to an overreliance on quantitative data and neglect of qualitative
mformation.

Can create a lack of accountability among employees.

May lead to a lack of responsiveness to changes in the internal and

external environment.
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12.3 Balanced score card:

12.3.1 Meaning:

A balanced scorecard in strategic control is a management framework that
translates an organization's mission and strategy into actionable, measurable
objectives across four key perspectives: financial, customer, internal
processes, and learning & growth. It moves beyond just financial metrics to
provide a comprehensive, holistic view of performance, aligning daily
operations with long-term strategy, improving communication, and monitoring

progress against strategic goals
12.3.2 Why use Balanced Score Card?

The balanced scorecard approach provides a clear prescription as to what
companies should measure in order to 'balance' the financial perspective.
There are various advantages of using balanced scorecard as a performance

management system.
12.3.3 Components of Balanced Scorecard

Balance score card evaluates strategy four perspectives: Financial, internal

business process, learning and growth.

There are four components of a balanced score card. These include mission,
perspectives, objectives and measures. Within the scorecard concept, mission
is at the highest level and helps a firm to look for answers to the following
questions - "Why do we exists as an organization?" and "What is the overall
reason for being". Mission as we know help companies to determine the
direction of future course of action. Also, mission helps in shaping the strategy
ofthe company. It is said that clarity of mission brings in clarity at all levels of
the organization. Further a powerful mission statement facilitates evaluation

and improvement in the working of an organization.

In addition to mission, perspective is an important component of balanced
score card. Perspectives represent an overall achievement of the mission
and also the various areas that influence performance of an organization.
Perspectives are developed based on the need of an organization and typically
there are four perspectives which cover the whole of the organization's
activities. The generic Balanced Scorecard proposed by Kaplan and Norton
in 1996 consists of four interrelated quadrants, each containing objectives

and measures fromall the four below mentioned perspectives.
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2)

3)

Financial Customer
How the organization is performing How well the organization meets
financially (e.q., profitability, cost 5 0 customer needs (e.g., custormer
managerment), = satisfaction, retention rates)
Learning and Growth & @ Internal Processes
How well the organization develops How effectively the organization
its people and capabilities (e.g., manages its internal processes
emploeyee skills, knowledge (e.g., quality, innovation).

The Balanced Scorecard

Definition: A strategic planning and management system used to track performance and ensure
alignment with the strategic goals.

management).

Fig 12.2 Balanced score card

Financial perspective - focuses on objectives and performance measures
associated with the shareholders perception. Access to timely and accurate
financial data helps managers to assess the overall performance of an
organization. One ofthe major goals ofan organization is to achieve the financial
target. The levels at which the indicators and measures can be identified are
revenue growth, cost reduction, productivity improvement, asset utilization
and investment strategy. This perspective can include the measurement of

operating income, return on capital, and economic value added.

Customer perspective - focuses on objectives and performance measures
associated with the customers' perception. As customer satisfaction and
winning customer loyalty are prerequisite for maintaining sustainable
competitive advantage, the customer perspective defines the value proposition
a firm maintains to win customer loyalty through customer satisfaction.
Customer specific measures and objectives typically fall into assessing

customer view in terms of time, quality and performance.

Several common measures are customer satisfaction, retention, acquisition,
profitability, market share, and account share. Customer centric organizations
should develop measures which focus on customer desired outcomes, focuses
on product and service attributes that customers want. Also, the focus should
be to eliminate undesired outcomes which customer dislike.

Internal process perspective - focuses on objectives and performance
measures associated with the organizations internal productive processes.
This perspective is concerned with the processes that create and deliver the
customer value proposition. All the activities and processes that help a firm

to deliver value to the customer should be focused for improvement.
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Source : https://learn.serrarigroup.com/wp-content/uploads/2025/04/ APM-

12.3.4: Benefits of Balance Score card: A balanced scorecard can help your

Improvements can be brought in by bringing in innovation in operations

management or customer management.

Learning and Growth perspective - focuses on objectives and
performance measures associated with the development of enabling culture
and competencies within an organization. This perspective focuses on
identifying and executing employee training programmes which results in
individual and corporate self-improvement. In present times, when

technologies change very fast, it is important for employees to constantly

learn and upgrade their knowledge and skills.

Table: Examples of Quadrant Objectives and Measures

Financial Perspective Customer Perspective
Objectives Measures Objectives Measures
“To achieve higher ROI. ROCE “To be the market Market Share
returns on investment” leader”
“To improve our cash Creditor Days “To Build Customer Corporate Image
flow" Recognition”
“To maximize Unit Costs “To increase revenue Customer Retention
profitability per through repeat Rate
transaction” purchase”
Internal Business Process Learning and Growth
Objectives Measures Objectives Measures
“To compete on Production Defection “To value our staff” Emploves Retention
product raliability™ Rate Index
“To contmnually Time to Market for “To creats Peer Evaluation
challenge competitor New Products organizational Measures between
product in the market alignment™ teams
place”
“To compete on Stock Replenishment “To develop a skilled Number of training
competitive logistics Cvcle times workforce” hours completed per
capabilities” head

Chapter-1-Strategic-Planning-and-Control.pdf

organization both articulate and act upon your vision and strategy. Balance

score card is use to

Facilitate effective and consistent communication

» Drive focus around key requirements
» Facilitate reviews on a regular basis
» Ensure organizational alignment Issues and Challenges of Corporate

Governance

With the rapid pace of globalization many companies have been forced to
tap international financial markets and subsequently to face greater
competition than before. Both policymakers and business managers have
become increasingly aware of the importance of improved standards of

Corporate Governance.
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12.4 Strategic evaluation:

12.4.1 Concept of Strategic Evaluation: Strategic evaluation refers to the
measurement and testing the efficiency of strategic decisions and the effective
implementation of business strategy to achieve desired business objectives.
It is advisable to identify the corrective steps and actions to achieve business
efficiency. It is considered as the final step of strategy management process.
Strategic management concentrates on formulating organizational objectives
based on an analysis of the business (internal and external) environment,
formulating the plans and policies, controlling and implementing the action

plans to achieve the business results.

Continuous evaluation and monitoring are essential parts of the strategic

management process.

They help organizations understand whether their goals are being achieved

or not.

Strategic evaluation mainly focuses on whether the strategy is appropriate,
consistent, and feasible. A good strategy should match the organization's

objectives and be based on proper analysis of internal and external factors.
It should also be practical and easy to implement with the available resources.

Since strategic management is an ongoing process, evaluation acts as the
final but continuous step. If there is a gap between planned and actual

performance, the control process suggests corrective actions.

Overall, strategic evaluation and control guide organizations in the right

direction to achieve their goals effectively.

Definition given by Stahl and Grigsley, "Strategic evaluation and control
is the process of evaluating strategic plans and monitoring organizational
performance so that necessary corrective action can be taken. Today; it also
indicates process of improvement in order to preclude out ofcontrol situations

from occurring and to continually provide greater value to customers

12.4.2 Nature of strategic evaluation: The business environment is the current
context in quite complex, volatile uncertain and ambiguous. Change is
inevitable and occurs very frequently. The organisation has to continually

adapt itselfto adapt to the changing requirements ofthe environment. Strategic
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evaluation is a complex system to undertake for the effective implementation
of management strategy and analyses for strategic decisions. There is need
of evaluation for the smooth functioning of strategic decisions and checking
to achieve the set objectives of the organization. It is essential to involve and
cooperation from all the people of the management. They should understand
the evaluation process for the effective implementing the strategy for the
benefits of all stakeholders of the organization. The business environment is

dynamic and complex in nature.

12.4.3 Importance of strategic evaluation: Most ofthe time, strategists have
only concentrated their efforts to formulate strategic decisions and
implementation. They might ignore or overlook the strategic evaluation and
control process until situation warns. It is essential to measure the strategic
decisions effectiveness and controlling process to ensure the right directions

of strategic plans and policies.

The importance of strategic evaluation process may be described with the

following points:

1. The strategic evaluation identifies the corrective steps and actions to

achieve business efficiency and effectiveness.

2. The strategic evaluation is not only focused to measure the result but
also provides the right paths and directions to achieve desired

organisational goals.

3. The output of strategic evaluation is feedback which provides essential
inputs for the future strategic decisions or plans and polices of the

organization.

4. The strategic evaluation is also related with performance appraisal system
for reward and recognitions which leads the motivation of employees

and boosts the morale of the employees in the organization.

5. Strategic evaluation process is beneficial for all organizations whether

small, medium, or large.
12.4.4 Strategic evaluation methods:

The strategic evaluation methods are used to assess how well a company's

strategies are performing and whether they are achieving desired goals. These
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methods help managers identify gaps, improve decision-making, and ensure

long-term success.

Fig: 12.3 Strategic evaluation methods

One common method is financial evaluation, which uses tools like profit ratios,
return on investment (ROI), and sales growth. For example, ifa company like a retail
chain notices declining profit margins despite high sales, it may review its cost strategy.

Another method is balanced scorecard, which evaluates performance from four
perspectives-financial, customer, internal processes, and learning & growth. For
instance, a company may track customer satisfaction along with employee training

to improve overall performance.

Benchmarking is also widely used, where a company compares its performance
with industry leaders. For example, a small retailer may compare its customer

service practices with top brands to improve its standards.

SWOT analysis helps evaluate strengths, weaknesses, opportunities, and threats.
For example, a business may identify strong brand value as a strength but lack of

online presence as a weakness.

Marketing evaluation techniques include sales analysis and market share
analysis. For instance, if actual sales are lower than expected, the company may
revise its marketing strategy.

Lastly, feedback and control systems (post-control) measure results after
implementation. For example, customer feedback surveys can help a company

understand whether a new strategy has improved satisfaction.



Overall, these methods provide a clear picture of strategic performance and help

organizations make necessary improvements.
Conclusion:

Strategic evaluation and control is a crucial part of the strategic management
process, as it ensures that the plans made by an organization are effectively
implemented and monitored. It helps in comparing actual performance with planned
objectives and identifying any gaps. Through proper evaluation, organizations can
determine whether their strategies are appropriate, consistent, and feasible in the

current business environment.

This process also highlights the importance of continuous monitoring, as
business conditions are dynamic and constantly changing. By using various evaluation
techniques such as financial, production, and marketing measures, organizations
can assess their overall performance. When deviations are identified, the control

process provides corrective actions to bring performance back on track.

Strategic evaluation not only improves decision-making but also enhances
efficiency and effectiveness in achieving goals. It encourages organizations to remain
flexible, innovative, and responsive to challenges. Overall, it acts as a guiding tool

that ensures long-term success, growth, and sustainability of the organization.
»  Case Study: Importance of Strategic Control
Case: Retail Company Expanding Too Fast

A retail company decided to expand rapidly by opening multiple new stores across
different cities. The strategy aimed to increase market share and brand visibility.
Initially, the company focused only on expansion targets and did not closely monitor
performance. After a few months, management noticed declining profits, rising

operational costs, and poor customer satisfaction in new stores.

With the introduction of strategic control, the company began regularly evaluating
its performance against set goals. Financial measures showed high costs, while
customer feedback highlighted service issues. Through this evaluation, the company
identified problems such as poor staff training, weak inventory management, and

unsuitable store locations.

Corrective actions were taken, including better employee training, improved supply
chain systems, and closing underperforming outlets. The company also started
using tools like performance reports and customer feedback systems to continuously

Mmonitor progress.
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Conclusion:

This case shows that strategic control is essential for ensuring that strategies are
implemented effectively. It helps organizations detect problems early, take corrective

actions, and stay aligned with their objectives, ultimately improving performance

and long-term success.

Exercises :

Q.1 Choose the correct answer from the options given below each of the

following statements:

1.

Strategic control is mainly concerned with:

a) Production planning

b) Monitoring and evaluating strategy implementation
c) Recruitment process

d) Marketing only

Answer: b. Monitoring and evaluating strategy implementation

Which is the first step in the strategic control process?

a) Taking corrective action

b) Measuring performance

c) Establishing performance standards

d) Evaluating deviations

Answer: c. Establishing performance standards
Balanced Scorecard includes how many perspectives?

a) Two b) Three c) Four d) Five
Answer: ¢. Four

Strategic control focuses on:

a) Short-term tasks b) Day-to-day activities
c) Long-term objectives d) Employee attendance

Answer: c. Long-term objectives



3.

SWOT analysis stands for:

a) Sales, Work, Output, Target

b) Strengths, Weaknesses, Opportunities, Threats
c) Strategy, Work, Objectives, Techniques

d) System, Work, Output, Tools

Answer: b. Strengths, Weaknesses, Opportunities, Threats

Q.2 State whether the following statements are True or False:

1.

Strategic control is the final step of the strategic management process.
Answer: True

Operational control focuses on long-term goals.

Answer: False

Balanced scorecard only measures financial performance.

Answer: False

Strategic evaluation helps in taking corrective actions.

Answer: True

Benchmarking compares performance with competitors.

Answer: True

Q.3 Briefly answer the following questions:

1.

2.

3.

4.

3.

Define strategic control.

What is meant by Balanced Scorecard?

State any two steps in the strategic control process.
What is benchmarking?

Mention any two perspectives of the Balanced Scorecard.

Q.4 Answer the following questions in detail:

1.

2.

Explain the concept and process of strategic control in detail.

Differentiate between strategic control and operational control with

suitable examples.
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3. Explain the Balanced Scorecard approach and its four perspectives in
detail.

4. Discuss the importance and nature of'strategic evaluation in strategic

management.

5. Explain various strategic evaluation methods such as financial evaluation,
benchmarking, SWOT analysis, and marketing evaluation techniques

with examples.

sk sk sk sk sk sk sk sk sk skeoske sk skeoskosk sk
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Unit : 13
Global and Globalization Strategies

13.1 Strategy and Globalization

13.2 Modes of Admission into Other Countries
13.3 Strategies for Global Competition

13.4 Strategies for Platforms and Ecosystems

13.5 A Viewpoint on Start-up and MSME (Micro, Small and Medium

Enterprises) Strategies

> Exercise

13.1 Strategy and Globalization

Globalization strategy is the framework a business uses to expand its
operations across borders. It balances the need for global efficiency
(standardization) with the need for local relevance (customization). The goalis to
develop a competitive advantage by aligning global resources with specific target

markets.

By understanding the pros and cons of globalization, a company can make
informed decisions. Discover what globalization means for business and how one
can benefit from international markets. Globalization in business is the growth in
movement across national borders-as people, ideas, products, services, and capital
become interconnected. Through globalization, social, cultural, and economic
exchange becomes more profound and influential. Although globalization can create
increased conflict and controversy in societies, globalization also creates added
business opportunity and economic growth. International expansion gives an
organization an opportunity to reach new markets and find more customers,
suppliers, and partnerships. Still, how can businesses best take advantage of
globalization? One can define globalization in their own business context using
research and data to create a custom global strategy. By understanding the pros

and cons of globalization, a company can make informed decisions.

Strategic Management
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The 4 Core Global Strategies

Companies typically choose one of these main approaches based on their

pressures for cost reduction and local responsiveness:

Global Strategy: Maximizes efficiencies by offering standardized products
worldwide. Decisions are heavily centralized at headquarters. Global
companies coordinate their operations in foreign markets to make the most
of the advantages offered by each country while centralizing all decisions at
the headquarters. Take Apple as an example: They offer the same phones
and laptops in all markets under one strong brand, while their products are

made in multiple countries. Example: Apple or Rolex.

Transnational Strategy: Balances both high local responsiveness and high
global integration. It involves sharing knowledge and core competencies
globally while allowing local subsidiaries to adapt to their markets. This type
of strategy can be seen as a combination of global and multidomestic strategies.
Decisions are made together by the headquarters and the interconnected
foreign subsidiaries, while the products and services are tailored to local
markets. An example of a transnational strategy is the cosmetic giant L'Oréal:
They offer strong brands both from the US, like Maybelline, and from France,

like LancOome.

Multi-domestic (Localization) Strategy: Focuses heavily on local
responsiveness. Products and advertisements are highly customized to fit
the cultural and economic conditions of each specific host country.
Multidomestic companies seek to adapt their products and services to local
markets thanks to foreign subsidiaries with a high degree of independence
from the headquarters. Their products match local tastes, which can give
them a competitive advantage over international companies in a foreign
market. This strategy is common in large companies in the food industry,

such as Procter & Gamble and Unilever or MTV.

International Strategy: Maintains domestic production and exports products
to foreign markets with minimal changes. It relies on exporting the same

product and marketing strategies used at home. International companies
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enter new markets without significantly changing product features or pricing
strategies. All key operations, including production, are located in the home
country, while the company exports the same standardized products and
services to foreign markets without taking local tastes into account. Example:

Early-stage manufacturing exporters.
Frameworks for Expansion

To navigate globalization, leaders often utilize foundational analytical models to

map out their strategy:

»  The CAGE Framework: Proposed by Pankaj Ghemawat, it advises
companies to analyse four types of distance between countries before entering:

Cultural, Administrative, Geographic, and Economic.

CAGE Distance Framework

1. Cultural Distance: Differences in socialnorms, language, religion, and
consumer values. Impacts: Determines how much a product needs to

be localized to fit local preferences (e.g., food or media consumption).

2. Administrative Distance: Differences in political systems, legal
frameworks, trade policies, and institutional strengths. Impacts: Highlights
potential regulatory hurdles, trade barriers, and institutional voids that

complicate standard business operations.

3. Geographic Distance: Physical remoteness, shared borders, time

zones, and transportation/communication infrastructure. Impacts: Crucial
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for determining supply chain efficiency, logistics, and communication

costs.

Economic Distance: Disparities in GDP per capita, consumer
purchasing power, and cost/quality of resources (labour, capital).
Impacts: Drives pricing strategies, defines target demographics, and
decides whether a market is better for sales or for global arbitrage (e.g.,

cost-saving manufacturing).

The AAA Framework: The AAA Framework, developed by strategy expert

Pankaj Ghemawat, is a blueprint for global value creation. It categorizes

international business strategies into three pillars: Adaptation (tailoring to

local needs), Aggregation (achieving global scale), and Arbitrage (exploiting

market differences to optimize costs).

1.

Adaptation (Local Responsiveness): This strategy focuses on
tailoring a company's products, services, or business models to meet
the specific cultural, regulatory, or geographic preferences of local

markets.
Goal: Increase revenues and local market share.

Key Characteristics: Decentralized decision-making, high

responsiveness, and customized offerings.
Examples: Fast-food chains adjusting their menus for regional diets
(e.g., serving vegetarian options in India).

Aggregation (Global Standardization): This approach minimizes
differences between markets to create economies of scale and scope

by standardizing the value proposition globally or regionally.
Goal: Create regional or global efficiencies.

Key Characteristics: Centralized development, centralized supply

chains, and standardized branding.

Examples: Tech companies launching the same smartphone worldwide
or auto manufacturers building flexible core architectures across global

assembly lines.



Arbitrage (Exploiting Market Differences): Arbitrage goes beyond
standard trade by exploiting the economic, regulatory, or geographic
differences between regions, essentially taking advantage ofthe "gaps"

in the global market.
Goal: Optimize costs, minimize risks, and maximize profit margins.

Key Characteristics: Highly integrated but geographically dispersed
supply chains.
Examples: Setting up manufacturing in countries with lower labour

costs, or basing research and development (R&D) inregions with high

concentrations of specialized talent.

13.2 Modes of admission into other countries

Companies enter international trade through various strategies ranging from low-

risk, low-control methods like exporting to high-risk, high-control options like

wholly-owned subsidiaries. The best choice depends on a firm's resources, risk

tolerance, and long-term global strategy.

The primary modes of entry are categorized into four distinct levels of commitment:

1.  Exporting: Exporting is the most traditional and commonly used method,

mvolving the sale of goods produced in the home country to a foreign market.

>

>

Direct Exporting: The company manages the shipping, logistics, and

sales process itself.

Indirect Exporting: The company utilizes a middleman or an
intermediary (e.g., an Export Management Company) to handle the

overseas distribution.

Pros: Low financial risk, relatively easy to execute, and allows a firm to

test international waters.

Cons: Subject to tariffs, transportation costs, and currency fluctuations.

2.  Contractual/ Licensing Modes: These methods allow firms to expand

their footprint and monetize intellectual property without making massive

capital investments in foreign facilities.

>

Licensing: A licensor grants a foreign entity the right to use intellectual

property (patents, trademarks, technology) in exchange for royalties.
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> Franchising: Similar to licensing, but the parent company (franchisor)
provides a complete business model, brand name, and ongoing support

to the franchisee.

» Contract Manufacturing: Outsourcing the production of goods to a
foreign manufacturer while retaining control over the marketing and

distribution.

> Pros: Cost-effective, leverages local market expertise, and bypasses

trade barriers.
» Cons: Loss of quality control, and the risk of creating future competitors.

Collaborative / Alliance Modes: These methods involve partnerships with
local companies to share the costs, risks, and rewards of international
expansion. A joint venture is one of the preferred ways to enter the global
market for companies that don't mind sharing their brand, knowledge, and
expertise. Companies that want to expand into international markets can
form joint ventures with local companies in those markets, in which both
joint venture partners share the benefits and risks of the business. The
investment, costs, profits, and losses are allocated to the two corporate
units in accordance with a predetermined ratio. This method of entering the
global market is suitable for countries where the government prohibits 100

percent foreign ownership in certain industries.

» Joint Ventures: Two or more businesses create a new, jointly-owned

corporate entity in the host country.

> Strategic Alliances: Cooperative agreements between companies
(without creating a new joint entity) to collaborate on research,

production, or sales.

» Pros: Access to local market knowledge, shared risks, and better

political leverage with the host government.

» Cons: Potential for conflict over objectives, and the risk of sharing

proprietary technology with a partner.

Foreign Direct Investment (FDI) / Investment Modes: These represent
the highest level of commitment and control, requiring substantial capital

investment and long-term planning.



> Wholly Owned Subsidiaries: Establishing a fully independent foreign
operation, which can be done via a Greenfield Venture (building from

scratch) or Acquisition (buying an existing local firm).

» Turnkey Projects: A contractor builds a fully operational facility (e.g.,

arefinery or power plant) and hands it over to the foreign client.

» Pros: Total operational control, maximum protection of intellectual

property, and 100% profit retention.

» Cons: Highest financial risk, significant sunk costs, and exposure to

foreign political or cultural challenges.

Management Contracts: A company essentially rents out its knowledge
or know-how to a government or business in the form of individuals who
enter the foreign setting and manage the business under management contracts
and do contract manufacturing. This strategy of entering international markets
is frequently used with a new facility after a company has been seized by the

national government or when a business is experiencing difficulties.

13.3

Strategies for global competition

Many organizations expanding beyond domestic borders isn't just a growth

tactic, but it's a strategic necessity. Companies go global to capture new markets,

reduce risk, access resources, and stay competitive. Engaging in international

business enables companies to sustain long-term growth and thrive in a rapidly

shifting marketplace.

Understanding why companies engage in international business begins with

recognizing their fundamental goal: sustainable growth. Whether it's about entering

high-growth markets, accessing new talent pools, or creating global efficiencies,

international expansion is a calculated move. Let's explore the primary motivations

behind conducting business internationally.

Reasons Why Companies Engage in International Business

1.

Market Expansion: Tapping into Global Demand

One of the most compelling answers to why do companies go international
is the pursuit of untapped customer bases. When domestic markets become

saturated or growth plateaus, expanding abroad allows companies to:

> Increase sales volume

Strategic Management
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» Reach emerging economies
»  Elevate brand visibility
» Reposition themselves in higher-growth environments

For example, a Canadian tech firm might launch in Southeast Asia to meet
rising demand for software in the region. Others may seek international growth
to recoup losses in home markets through strategic entry into high-potential

Zones.
Diversification: Reducing Risk Through Global Spread

Diversification is more than a buzzword; it's a resilience strategy. By conducting
business internationally, companies create multiple revenue streams that
reduce dependence on any one country's economy. This buffers them against:

» Economic recessions
» Political instability
» Localized industry shifts

In volatile times, diversified operations offer companies a financial safety
net. Emerging markets like India, Brazil, and Vietnam offer promising returns
for firms ready to spread their risk while maintaining strategic growth.

Access to Resources and Global Talent

Expanding internationally provides companies with strategic access to:
» Skilled and affordable labour

» Region-specific raw materials

» Unique technological expertise

For instance, manufacturing firms often relocate operations to countries with
lower production costs, while tech companies tap into engineering hubs like
Eastern Europe or India. These global footprints enhance innovation and
cost-efficiency.

Competitive Advantage: Staying Ahead in a Global Economy

In many industries, going international isn't optional, it's essential for staying
ahead. Companies gain an edge by offering unique products or services that
outperform local competition abroad. Additionally, when rivals expand
globally, staying domestic can mean falling behind.

International expansion helps businesses:

> Increase market share
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> Build stronger brands
» Achieve economies of'scale
» Stay agile against competitors

The global arena rewards bold, forward-thinking strategies. Companies must

innovate, localize offerings, and adapt quickly to remain relevant.
Cost Optimization Through Global Efficiency

Another major reason why do companies go global is cost savings. Operating
in countries with lower labour costs or favourable tax regulations reduces

production expenses and improves profit margins.
This approach also allows for:

> Flexible sourcing

» Economies of'scale

» Improved pricing competitiveness

Ethical considerations are crucial; companies must balance cost-cutting with
responsible practices. When done right, global cost optimization boosts both

revenue and reputation.
Innovation and Cross-Cultural Learning

Global exposure breeds innovation. By operating in diverse regions,
companies absorb different ideas, business practices, and consumer

behaviours. This creates a culture of adaptability and learning.
» New product development inspired by local needs

»  Cross-cultural collaboration

» Continuous improvement through diverse perspectives

Graduates ofinternational business MBA programs gain this strategic lens

early in their careers, an edge that opens doors globally.
Brand Reputation and Global Recognition

Operating internationally signals strength, trustworthiness, and influence.
Companies with global footprints often attract better partnerships, investor

confidence, and customer loyalty.

Strategically expanding your brand beyond borders:
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10.

> Builds global recognition
» Elevates your brand's prestige
»  Opens doors to multinational partnerships

A globally respected brand can command premium prices and inspire
stakeholder confidence.

Responding to Global Trends and Localized Demand

Global demand shifts fast, and smart companies stay ahead ofthe curve.
Whether it's a health trend emerging in Asia or a fintech breakthrough in

Europe, companies must act fast to leverage those opportunities.
Being international enables businesses to:

» Launch first in trend-setting regions

» Adapt offerings based on regional preferences

» Build early mover advantages

Flexibility and responsiveness drive success when conducting business

internationally.

Supply Chain Strength and Operational Resilience

Establishing supplier relationships across borders makes supply chains:
» Morereliable

» Less vulnerable to disruptions

» More adaptable to market changes

During events like pandemics or geopolitical conflicts, companies with

international supply chains often navigate issues more smoothly.

Global networks support stability, customer satisfaction, and sustainable
growth.

Commitment to Global Responsibility and Sustainability

Many global businesses are shifting toward ethical and sustainable practices.

International operations allow companies to:
> Source fair-trade materials
> Launch renewable initiatives overseas

» Collaborate with global NGOs



These practices align with stakeholder values and promote positive social

and environmental impact. They also serve long-term strategic interests.

Strategies for Staying Competitive in Global Markets

1.

Understand and Adapt to Local Markets

Successful global businesses understand and adapt to the unique

characteristics oflocal markets.

Market Research: Conduct thorough market research to understand local
consumer preferences, cultural norms, and economic conditions. Analyse

market trends and identify opportunities for your products or services.

Tailored Strategies: Develop marketing and business strategies that cater to
local needs and preferences. Customize product offerings, pricing, and

promotional activities to align with regional expectations.

Local Partnerships: Establish partnerships with local businesses or distributors
to gain market insights and enhance your local presence. Leverage their

expertise to navigate regulatory requirements and build customer relationships.
Invest in Innovation and Technology

Innovation and technology are key drivers of competitiveness in global

markets.

Research and Development (R&D): Invest in R&D to develop new products,
improve existing ones, and stay ahead of market trends. Innovation can

differentiate your offerings and address evolving customer needs.

Technology Adoption: Utilize advanced technologies, such as digital marketing
tools, data analytics, and automation, to streamline operations and enhance
customer experiences. Embrace Industry 4.0 technologies to improve

production efficiency and agility.

Agility and Flexibility: Foster a culture of agility and flexibility within your
organization to quickly adapt to changes in market conditions and
technological advancements.

Focus on Quality and Customer Experience

Providing high-quality products and exceptional customer experiences is

essential for maintaining competitiveness.
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Quality Assurance: Implement robust quality control processes to ensure
that your products meet or exceed international standards. Regularly review

and improve quality management practices to maintain consistency.

Customer Service: Offer excellent customer service to build strong
relationships with global customers. Provide timely support, address concerns

promptly, and gather feedback to enhance your offerings.

Brand Reputation: Build and maintain a positive brand reputation through
consistent quality, reliable performance, and ethical business practices. Invest
in brand-building activities and engage with customers through various

channels.
Optimize Supply Chain Management
Efficient supply chain management is crucial for global competitiveness.

Global Sourcing: Optimize your supply chain by sourcing materials and
components fromreliable suppliers worldwide. Evaluate suppliers based on

quality, cost, and delivery performance.

Logistics and Distribution: Develop effective logistics and distribution
strategies to ensure timely delivery of products to international markets. Utilize

advanced logistics technologies to track shipments and manage inventory.

Risk Management: Implement risk management strategies to address potential
disruptions in the supply chain. Monitor geopolitical, economic, and
environmental factors that may impact your operations and develop

contingency plans.
Build a Strong Global Team

A skilled and diverse global team is essential for navigating international

markets.

Talent Acquisition: Recruit and retain talented individuals with international
experience and expertise. Build a team that understands local markets and

can contribute to global business strategies.

Cultural Awareness: Foster cultural awareness and sensitivity within your
team. Provide training on cultural differences, communication styles, and

international business practices.

Collaboration: Encourage collaboration and knowledge sharing among team



members from different regions. Leverage diverse perspectives to drive

innovation and improve decision-making.
Stay Informed and Agile

Staying informed and agile allows you to respond effectively to market changes

and opportunities.

Market Intelligence: Continuously monitor global market trends, competitor
activities, and economic developments. Use market intelligence to make

informed decisions and adjust strategies as needed.

Adaptability: Be prepared to pivot your strategies in response to changes in
market conditions or customer preferences. Maintain a flexible approach to

adapt quickly to new opportunities or challenges.

Continuous Improvement: Foster a culture of continuous improvement by
regularly evaluating your global strategies and performance. Seek feedback
from stakeholders and make necessary adjustments to enhance

competitiveness.

Staying competitive in global markets requires a strategic approach that
includes understanding local markets, investing in innovation, focusing on
quality and customer experience, optimizing supply chain management,
building a strong global team, and staying informed and agile. By implementing
these strategies, you can enhance your global presence, drive growth, and
navigate the complexities of international business. In a rapidly evolving global
landscape, the ability to adapt and innovate is key to maintaining a competitive
edge. Embrace these strategies to strengthen your position in global markets

and achieve long-term success.

13.4

Strategies for platforms and ecosystems

Even though the international marketplace is becoming more interconnected,

multinational corporations (MNCs) frequently continue to use old models as their

preferred modus operandi. In reality, the international marketplace now functions

similarly to an ecosystem - a dynamic, constantly changing cogwheel-like system

in which different MNCs interact, compete, engage, and collaborate. In contrast

to traditional markets, where performance is focused on transactions, this ecosystem

depends on intricate interdependencies among the "cogs" and "wheels" that together

influence economic flows. Consequently, MNCs collectively contribute to the

growth, resilience, and adaptation of the ecosystem, and make it more than the

sum of'its parts.

Strategic Management

223



Strategic Management

224

"The international business ecosystem is defined as the organisms of the
business world - including stakeholders, organizations, and countries - involved in
exchanges, production, business functions, and cross-border trade through both
marketplace competition and cooperation." As such, this ecosystem comprises a
diverse array of elements, from stakeholders and organizations to countries and
trade exchanges. Each element plays an important role in the system's functioning
and contributes to the ecosystem's vitality and responsiveness to global challenges.

Instead of viewing international business as relatively isolated transactions,
MNCs can better anticipate global shifts, leverage market opportunities, and mitigate
operating risks that are inherent in the international marketplace if they view
international business as an ecosystem that is puzzled together by cogs and wheels
of different properties. The intricacy of this ecosystem, on the other hand,
necessitates that MNCs adopt a nuanced managerial approach to global strategy.
The ability to properly orchestrate the ecosystem elements, in addition to having an
awareness of the functions that each element plays, can also unlock synergies that
elevate the ecosystem as a whole.

The purpose is to examine each element of the international business ecosystem
and to emphasize the interconnectedness of those elements. Additionally, we will
highlight the strategic decisions that MNCs can make in order to survive within the
framework of this ecosystem. MNCs that get an appreciation for and actively
interact with the complexities of the ecosystem position themselves as flexible and
resilient actors in a global marketplace that is becoming increasingly turbulent. This
includes aligning with stakeholders and managing functions that span international
borders.

Stakeholders are the Lifeblood of the Ecosystem

1.  Stakeholders : Stakeholders are the core lifeblood of the international
business ecosystem (e.g., shareholders, customers, employees, suppliers,
regulators, and communities). They fuel MNC's decision-making, influence
strategic directions, and act as bridges to fellow stakeholders and other
components in the ecosystem. Stakeholder alignment is an important
operational consideration for MNCs in their quest to create sustainable value.
Take the example of Nestlé: The company actively engages with primary
(shareholders, customers, employees, suppliers, regulators, and communities)
and secondary (e.g., special interest groups, media, competitors) stakeholders
on a global scale to position itself strategically as well as in core global
operations to be aligned with local market interests, competitive dynamics,
and sustainability goals.



Organizations as Ecosystem Agents: Organizations, from small enterprises
to MNCs, act as agents within the international business ecosystem. These
"actors" manage the ecosystem's resources, create value individually or
synergistically for the collective benefit of the ecosystem, and innovate
processes and products. In short, MNCs contribute to the ecosystem's
sustainability by adapting to new market needs, wants, and preferences and
responding to global challenges. Each organization brings unique capabilities
(i.e., knowledge and skills) to the ecosystem. These capabilities shape
ecosystem interactions, technological advancement, and sector-specific
expertise: Tencent in Asia influences global digital ecosystems through
innovation and strategic partnerships, expanding its role across country

borders via its technology-driven platforms.

Countries and Their Role in Ecosystem Dynamics: Countries serve as
both enablers and regulators of international business (regional agreements
such as the European Union also serve in complementary roles). Nations
provide the frameworks for legal standards, trade agreements, and
government policies that regulate cross-border interactions within an
ecosystem. Countries' economic policies, cultural values, and geopolitical
positions impact how MNCs operate and what opportunities they may be
able to go after. For example, Australia leverages its regulatory framework
and some 18 trade agreements involving a set of 30 countries to attract
foreign investments (e.g., in industry sectors such as natural resources and
clean energy). This reinforces Australia's vital role in the global economy
(despite its limitations in geographic proximity to many of the world's

countries).

Exchanges as the Ecosystem's Connective Tissue: Exchanges form
the connective tissue of the international business ecosystem. These exchanges
can be transactions involving products, services, and/or information flowing
between different ecosystem entities (i.e., actors) or they can be exchanges
based on resource ties and organizational activity links. The exchanges drive
organic growth in the system and encourage innovation in both processes
and products. In this context, the ecosystem exchanges are the practical
manifestations of both ecosystem cooperation and competition. Products
cross country (and region) borders, knowledge and skills are shared, and
dynamic relationships are forged. For example, Jumia in Africa facilitates
digital transactions via its JumiaPay across 11 African countries (with more
than 700 million people), and, in doing so, provides e-commerce services
that connect African consumers with local and international products.
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Production as a Pillar of Ecosystem Output: Production - encompassing
the creation and distribution of products, services, and/or information - is
fundamental to the international business ecosystem's vitality and longevity.
Such production depends on a network of suppliers, manufacturers, and
distributors across multiple countries that is supported by complex global
supply chains via the involved actors, activity links, and resource ties. As the
ecosystem adapts, as needed, to global demands and market disruptions,
production processes that are flexible, cost-efficient, quality-minded, and
responsive (speed, cycle time) help sustain the flow of resources and products
worldwide. Volkswagen (Germany) exemplifies this, with its network of
production facilities and suppliers that are spread across countries (e.g., this
infrastructure allows VW to scale manufacturing and adapt to shifting, even
unpredictable, market demands globally.

Business Functions Within the Ecosystem: Business functions (e.g.,
International Business, Consumer Behaviour, Marketing Strategy,
Organizational Behaviour, Human Resources, Strategic Management,
Logistics, Purchasing/Sourcing, Operations Management, Accounting,
Finance, Business Law, and Information Technology) serve as the ecosystem's
operational backbone, infrastructure, and managerial options in terms of
how to manage actors, activity links, and resource ties. These functions set
the managerial boundary conditions as to how and when MNCs can and/or
should execute their global strategies, build cross-border partnerships, and
meet market expectations. Walmart in North America, for example, leverages
its extensive global supply chain network to make sure that products are
available across markets via its coordinated business functions in international

operations.

Cross-Border Trade is the Ecosystem's Global Lifeline: Cross-border
trade enables the international business ecosystem to flourish, facilitating and
even allowing for the connection of diverse economies, diverse cultures, and
geographically dispersed nations. This global lifeline facilitates access to
products, services, and information across the globe, opportunities for firms
to access new markets, lower costs through both competitive and
comparative advantage, and fosters collaboration and healthy competition
via its interdependence among nations. As a caution, trade barriers can disrupt
the effectiveness and efficiency of these trades if too severe; positively, though,
a healthy international business ecosystem has shown to be adaptable and
encouraging innovations in both processes and products to maintain global

efficiency. Mercado Libre in South America (from Argentina but



headquartered in Uruguay) has an important role in cross-border trade by
providing a platform for international commerce across Latin American
countries, in particular supporting small and medium-sized enterprises and

enabling these SMEs to reach broader global markets.

Marketplace Competition and Cooperation: An important feature of
the international business ecosystem is that cooperation and competition
coexist within the ecosystem. As such, progress is being made and, in effect,
driven through both mutual benefits, as expected, but also rivalry. On the
latter, competitive pressures push MNCs (and all forms of enterprises) to
continuously innovate and improve. On the other hand, cooperative ventures
in the ecosystem (e.g., joint ventures, strategic alliances, and industry
standards) foster both organic and inorganic (e.g., M&A) growth and stability.
Balancing these dynamic cooperative and rivalry forces is key to sustainability
in the ecosystem. For example, the Tata Group in India engages in both
competition and cooperation across the various industries in which Tata
operates and does business (e.g., from automotive to software), including
collaborating with global partners to enhance its offerings and expand its

global reach.

Orchestrating the Ecosystem: Orchestrating the international business
ecosystem requires a company-level strategic approach that integrates
elements of speed, quality, cost, and flexibility to harmonize its diverse
elements (e.g., stakeholders, organizations, countries, and functions) toward
shared objectives. Effective orchestration aligns competing interests among
actors, fosters collaboration where advantageous, allows for healthy
competition to benefit customers and other stakeholders, and encourages

ecosystem-wide adaptability in response to global challenges.

Again, by promoting a balance between cooperation and competition (cf.
BMW and Mercedes), the involved actors - effectively everyone involved is
also an "orchestrator" - can enhance ecosystem resilience, create synergies
across country borders, and drive sustainable growth. Apple exemplifies
this orchestration approach in its place in the ecosystem by coordinating
global supply chains, technology partnerships, and touchpoints throughout
the multilayered customer journey. This allows Apple to be competitive but
also collaborative, a dynamic that helps the ecosystem be resilient and adapt
to global market demands (cf. automobile makers such as Ford, General

Motors, Honda, and Toyota).
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13.5 A viewpoint on start-up and MSME (Micro, Small and Medium
Enterprises) strategies

This study investigated the transformation that the relation between large
and smaller firms in undergoing in the context of the globalisation of value chains. It
collected data through more than 20 country/industry and country/enterprise case
studies in five representative industrial sectors, which were selected to illustrate
emerging patterns in manufacturing and service sectors where the value chains
show a significant presence of SMEs as suppliers and subcontractors. These included
the automotive, scientific and precision instruments, software, tourism and cinema
industries. The study findings show that, across sectors, successful participation in
global value chains brings stability and growth opportunities to SMEs. This is often
achieved by the upgrading of technological and human capital as a result of the
greater exposure and facilitated access to information, business practices and
technologies that SMEs in global value chains experience. However, many ofthe
SME:s surveyed revealed a lack of awareness about the complexity ofthe issues at
stake, which unfortunately plays against their ability to respond to the challenges of
globalisation in a timely and effective manner. Other problems include their limited
managerial and financial resources, and insufficient ability to upgrade their technology
and protect in-house innovation. Governments could facilitate SMEs' gainful

participation in global value chains through policy initiatives in specific areas.

While underway for decades, the globalisation process has recently taken
an accelerated pace, as shown by the substantial growth of world imports and
exports since the 1980s and, more recently, of FDI. The way production of goods
and services is organised has also changed. Most notably, the set of productive
activities that leads a product from conception to the market is increasingly spread
across several enterprises and countries. While the reasons are known why such a
complex organisation of production emerged, less evident are the effects that the
globalisation of value chains has on small and medium-sized enterprises, which are
more followers than leaders in this process. ON studying the issue of how
globalisation of value chains and of large enterprises affects the role of SMEs as
traditional partners, suppliers or distributors for larger firms. It aims to explore the
benefits of SME participation in global value chains and the advantages this brings

to SMEs, and to propose policy actions when appropriate.

Start-ups and MSMEs (Micro, Small and Medium Enterprises) require

distinct but overlapping strategies to succeed in global business. Start-ups must



rely on rapid scaling and digital agility to enter international markets, whereas

MSMEs benefit from leveraging local production advantages and forming strategic

supply chain alliances.

Key Strategic Differentiators

Start-ups: Disruptive & Borderless Growth

>

Digital-First Expansion: Start-ups inherently bypass traditional physical
expansion. They use e-commerce, software-as-a-service (SaaS) models,
and cross-border digital marketing to acquire customers globally from day

one.

Agility & Innovation: Utilizing iterative product development and localized
MVP (Minimum Viable Product) testing allows start-ups to adapt their
offerings to fit unique cultural and regulatory demands of foreign markets

quickly.

Venture & Risk Capital: Funding relies on venture capital, angel investors, or
accelerators, allowing founders to prioritize rapid market share and user

acquisition over immediate profitability.

MSMEs: Relational & Value-Chain Integration

>

B2B & Supply Chain Alliances: Rather than targeting direct-to-consumer
models, successful MSMEs integrate themselves into global value chains as
specialized component manufacturers, distributors, or white-label partners

for larger multinational corporations (MNCs).

Niche Specialization: MSMEs compete globally by focusing on high-quality,
specialized products (e.g., regional crafts, customized B2B machinery, organic

agriculture).

Organic Funding & Grants: MSMEs typically prioritize steady cash flow
and utilize local government schemes or MSME-specific financing to minimize

debt and remain self-sustaining.

Overlapping Global Strategies

Despite their structural differences, both start-ups and MSMEs thrive globally
by adopting three unified strategies:

1. Digital Trade Platforms: Utilizing global marketplaces like Amazon
Global Selling, Alibaba, or Shopify allows smaller firms to level the
playing field against larger competitors.
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2. Global Certifications & Standards: Aligning products with
international standards (e.g., ISO, CE, or fair-trade certifications)
drastically reduces regulatory trade barriers and builds immediate cross-

border trust.

3. Targeted Government Support: Both demographics significantly
benefit from accessing governmental export promotion councils and
financial inclusion schemes, such as India's CGTMSE Scheme (Credit
Guarantee Fund Trust for Micro and Small Enterprises), to secure

collateral-free credit and logistical export subsidies.

MSME Trends in 2024

1.

Access to Sustainable Finance for MSMEs: In 2024, "Access to Sustainable
Finance" emerges as a critical trend, offering a beacon of hope to Micro
Small and Medium Sized Enterprises (MSMEs) navigating the complexities
of'an eco-conscious economy. This trend marks a significant shift in the
financial ecosystem as forward thinking solutions and providers emerge to
bridge the gap, offering MSMEs vital access to sustainable finance. This
isn't just about providing funds; it's about fuelling sustainable growth and
ethical business practices, enabling MSME:s to leverage green opportunities
and thrive in a rapidly evolving economic landscape. High global interest
rates and environmental concerns have presented dual challenges for MSMEs
seeking growth while aspiring to sustainability. Innovative financial solutions
and providers are now dismantling these obstacles. They empower MSMEs
by offering green and flexible financing options that align with their sustainable
goals and growth trajectories. This trend cultivates resilience and responsibility
among MSMEs, allowing them to swiftly adapt to market shifts and
environmental mandates while capitalizing on eco-friendly opportunities. In
2024, Access to Sustainable Finance is more than a lifeline; it's a catalyst for
sustainable innovation and ethical growth. With this targeted access to capital,
MSMEs are equipped to face the challenges of high-interest rates and
environmental responsibilities. This trend is unlocking the potential ofthese
enterprises, enabling them to pursue sustainable expansion, green innovation
and market diversification, all while contributing to a healthier, more sustainable

global economy.

Tourism and Sports for MSMEs Development and Growth: MSMEs are
increasingly capitalizing on the opportunities the tourism and sports sectors

presented. Tourism, in particular, offers a wealth ofpossibilities for local



businesses, from hospitality and travel services to unique experiences and
cultural offerings. MSMESs are tapping into this potential by providing tailored
services that cater to travellers' evolving needs and preferences. On the
other hand, sports encompass a wide range of opportunities, from sports-
related products and services to event management and athletic training.
MSMEs are finding innovative ways to engage with the sports industry,
capitalizing on sports enthusiasts' and athletes' passion and enthusiasm. In
2024, Tourism and Sports for Development and Growth represent avenues
for MSMEs to expand their reach, foster local economic development, and
contribute to the vitality of their communities. By aligning with these sectors,
businesses can tap into the immense potential for revenue generation, job

creation, and cultural enrichment

Humane Entrepreneurship: Coaching & Mentoring of Employees: This trend
reflects a growing awareness of the pivotal role of coaching and mentoring in
nurturing employees' potential within these businesses. Humane
Entrepreneurship emphasizes fostering a supportive and empathetic
workplace culture. MSMEs recognize that their most valuable assets are
their employees, and investing in their growth and well-being is a strategic
imperative. Coaching and mentoring programs are gaining prominence as
practical tools to unlock the full potential of staff members, enhance their
skill sets, and nurture their career development. By prioritizing Humane
Entrepreneurship, MSMEs create a more inclusive and productive work
environment and foster employee loyalty and commitment. This trend aligns
with a broader shift towards valuing the human aspect of business, ultimately
contributing to sustained growth and success in the competitive business

landscape in 2024

The Evolution of Womenpreneurs: Empowering women and youth in micro,
small, and medium-sized enterprises (MSMEs) continues to be a prominent
trend in 2024. This movement began in 2023 when the International Council
for Small Business (ICSB) championed the theme of supporting women and
youth entrepreneurship and resilient supply chains. Initially met with scepticism,
this theme gained profound relevance following Claudia Goldin's Nobel Prize
for her groundbreaking research on gender income disparities, especially in
the wake of childbirth. ICSB's vision to empower women in entrepreneurship
gains momentum, with greater recognition of their pivotal role in the

entrepreneurial ecosystem. Claudia Goldin's Nobel Prize underscores the
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urgency of addressing gender disparities in the labour market, aligning
seamlessly with ICSB's mission. The journey toward empowering women
and youth in the MSMEs sector drives economic progress, societal
advancement, and a brighter global future. It calls for collective efforts from
mternational organizations, policymakers, and individuals to ensure sustainable

and inclusive development worldwide.

Circular Economy Business Models: In 2024, Circular Economy Business
Models will emerge as a top trend for MSMESs, underlining a growing
commitment to sustainability and waste reduction. Small and Medium-sized
Enterprises (MSMES) increasingly recognize the importance of aligning their
operations with circular economy principles. This trend involves reimagining
traditional linear supply chains and product lifecycles to create a more
sustainable and environmentally responsible business approach. One
significant aspect of this trend is product design for recyclability, where
MSMEs prioritize creating products that can be easily disassembled and
recycled, minimizing waste and environmental impact. Additionally, MSMEs
are exploring refurbishment and resale programs, extending the lifespan of
products and reducing the need for new manufacturing. Collaborations and
partnerships (trend #1) with other businesses to reuse and recycle materials
are also gaining prominence as MSMEs seek innovative ways to reduce
their ecological footprint and contribute to a more circular and eco-conscious
economy. In 2024, Circular Economy Business Models are not only
environmentally responsible but also present opportunities for cost savings,
enhanced brand reputation, and greater market competitiveness, making

them a crucial trend for MSMESs to embrace.

Delivery Economy and Agility of MSMESs: In 2024, the "Delivery Economy"
stands out as a game-changing trend for Micro, Small, and Medium-sized
Enterprises (MSMEs). This trend reflects a significant shift in consumer
preferences, where virtually everything is delivered directly to the customer's
doorstep. With an emphasis on convenience, speed, and proximity, the
Delivery Economy is transforming traditional business models and presenting
unprecedented opportunities for MSMEs. In this dynamic landscape,
MSME:s are like boats, agile and nimble, while big businesses are like massive
ships. The agility of MSMESs enables them to adapt swiftly to the demands
ofthe delivery economy. They can provide personalized, rapid, and seamless

delivery experiences, meeting the expectations of consumers who prioritize



speed and convenience. This adaptability positions MSMEs to navigate and
thrive in the fast-paced waters of this trend, capturing new markets and
fostering customer loyalty. In 2024, the Delivery Economy is not merely a
trend but a strategic imperative for MSMESs. Those who invest in efficient
delivery mechanisms and tailor their offerings to meet the demand for
immediate access are poised to outmanoeuvre more prominent competitors.
Like boats on the open sea, MSMEs can harness their agility to compete
effectively and maintain competitiveness in an environment where speed and

proximity are paramount.

Agribusiness and Agtech for MSMEs: In 2024, Agribusiness and Agtech
are some of the top trends for Micro, Small, and Medium-sized Enterprises
(MSME?5) in Africa. Agriculture continues to be a cornerstone of the African
economy, and MSMEs are recognizing and capitalizing on the immense
opportunities within the agribusiness sector. With a growing global demand
for sustainable and traceable food production, the agricultural landscape in
Africa is ripe for innovation and expansion. One of the key drivers of this
trend is the rapid advancement of agricultural technology, commonly called
Agtech. MSMEs leverage Agtech solutions such as precision farming
techniques, which optimize crop yields through data-driven insights and
innovative farming practices. Furthermore, e-commerce platforms dedicated
to farm produce connect local farmers with broader markets, reduce
intermediaries, and increase profitability. Additionally, blockchain technology
is harnessed for supply chain transparency, ensuring the traceability and
authenticity of agricultural products from farm to table. These innovative
developments are transforming the agribusiness landscape and empowering
MSMEs to play a pivotal role in addressing Africa's food security, economic
growth, and sustainability challenges. In 2024, the synergy between
Agribusiness and Agtech propels MSMEs toward greater efficiency, market
access, and environmental stewardship, making it a trend to watch and

embrace for sustainable and profitable growth.

Artificial Intelligence and GEN Al: 2024, Artificial Intelligence (AI) will
become the No. 3 trend, significantly altering the business landscape. Al's
transformative influence reaches across industries, reshaping operations,
decision making processes, and customer interactions. For Micro, Small,
and Medium-sized Enterprises (MSMEs), Al represents a powerful tool for

data-driven insights, supply chain optimization, and personalized customer
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10.

engagement, allowing them to compete globally. One of the most remarkable
developments linked to Al is the emergence of GEN Al, a new generation of
workers who have grown up in an Al-integrated world. GEN Al possesses
a natural fluency with technology and Al-driven tools, making them adaptable
contributors to various industries. Their ability to harness Al's capabilities
for innovation highlights the need for MSME:s to invest in Al education and
upskilling initiatives, capitalizing on GEN Al's potential to drive growth and
competitiveness. As industries evolve and adapt to Al, the dynamic synergy
between human workers and intelligent machines becomes pivotal, setting
the stage for a future where Al and GEN Al redefine business rules and
shape the destiny of MSME:s globally.

Peace for Economic Development and Prosperity: Amidst the ongoing
challenges, including the recent Gaza war, it is crucial to emphasize the
importance of fostering Peace for Economic Development and Prosperity-
our second trend for 2024. Russian Ukrainian entrepreneurs acutely feel the
impact of'a wartime economy and small business owners, exacerbating the
global struggles with soaring natural gas prices and supply shortages like
wheat. In2016, the International Council for Small Business (ICSB), led by
Dr. Ayman El Tarabishy, proposed the idea of a United Nations Day for
MSME:s. The vision was to dedicate a day where nations, stakeholders,
and companies of all sizes could celebrate the significance of MSME:s as the
fundamental building blocks of contemporary society. The proposal
underscored that once conflicts cease, micro-, small-, and medium-sized
enterprises play a pivotal role in economic reconstruction. MSMEs Day,
commemorated on June 27th, was symbolically chosen, signifying the day
after the initial signing of the U.N. Charter on June 26, 1945. It serves as a
poignant reminder to nations worldwide that MSME:s are essential for solving
global challenges and are indicative ofa peaceful society. Intimes of conflict,
the path to prosperity may seem uncertain, but amidst the challenges, there
is hope. The global community stands together to champion humanity, and
businesses are pivoting their creative solutions to aid those affected by conflict-

a collective effort that embodies the right way forward.

MSMEs Forming Collaborative Alliances: The foremost trend for 2024
reshapes the landscape of MSMEs, spotlighting the formation of
Collaborative Alliances-an old concept infused with new vitality. It emerges

as the #1 Trend for MSMEs, offering a transformative path forward for
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several compelling reasons. Businesses recognize unity's undeniable strength
in a volatile era marked by economic uncertainties and disruptions. Like
Davids facing Goliath-sized challenges, MSMEs are now uniting as millions
of Davids, pooling their resources, expertise, and market insights to form a
formidable force. This collective strength empowers them to negotiate better
terms, access untapped markets, and navigate market fluctuations with greater
resilience than they could achieve as solitary entities. Collaborative Alliances
go beyond resource consolidation; they nurture a culture of innovation and
cross-pollination of ideas. Within these alliances, members bring
complementary expertise to the table, fuelling collective problem-solving and
a perpetual quest for improvement. This collaborative ethos not only optimizes
resource allocation and trims operational costs but also enhances the individual
resilience of businesses in the face of unpredictable challenges. These alliances
wield substantial influence by uniting their voices in advocacy for favourable
policies and regulations, actively shaping the business environment to serve
their collective interests. In essence, Collaborative Alliances represent the
evolution of MSMESs, empowering them to thrive, innovate, and navigate
the intricacies of today's dynamic business world with the strength derived

fromunity.
Exercises :
Q.1 Answer the following questions in detail:

1. Explain the concept of globalization strategy. Discuss the four core global

strategies with suitable examples.

2. Describe the CAGE Framework and AAA Framework. How do these

frameworks help organizations in international expansion?

3. Discuss the various modes of entry into foreign markets. Explain their

advantages and disadvantages.

4. Analyse the major reasons why companies engage in international
business. How does international expansion contribute to sustainable

growth?

5. [Explain the concept of business ecosystems and platform strategies.
Discuss the role of stakeholders, organizations, countries, and cross-

border trade in the international business ecosystem.
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Q.2 Write Short Notes on;

Q.3

1.

2.

Define globalization strategy.

What is a Global Strategy? Give one example.

Differentiate between Direct Exporting and Indirect Exporting.
What is a Joint Venture?

Explain Cultural Distance under the CAGE Framework.

What is Adaptation in the AAA Framework?

State any two benefits of Foreign Direct Investment (FDI).

What are Strategic Alliances?

Mention any two reasons for companies to engage in international

business.

10. What is the role of digital trade platforms for start-ups and MSMEs?

Choose the correct answer from the options given below each of the

following statements:

1.

Which global strategy focuses on standardized products worldwide?
a) Multidomestic Strategy b) Transnational Strategy

c) Global Strategy d) Localization Strategy
Answer: c) Global Strategy

The CAGE Framework was developed by:

a) Michael Porter b) Philip Kotler

c) Pankaj Ghemawat d) Peter Drucker

Answer: ¢) Pankaj Ghemawat

Which of the following is NOT a component of the CAGE Framework?
a) Cultural Distance b) Administrative Distance

c) Geographic Distance d) Technological Distance

Answer: d) Technological Distance
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In the AAA Framework, "Aggregation" primarily aims to:

a) Increase local responsiveness b) Achieve global efficiencies
c) Reduce competition d) Improve employee satisfaction
Answer: b) Achieve global efficiencies

Licensing involves granting the right to use:

a) Physical assets only b) Intellectual property

c) Government licenses d) Export permits

Answer: b) Intellectual property

Which mode of entry offers the highest level of control?

a) Exporting b) Licensing

c) Joint Venture d) Wholly Owned Subsidiary
Answer: d) Wholly Owned Subsidiary

Which strategy is characterized by both high global integration and high

local responsiveness?
a) International Strategy b) Global Strategy
c) Transnational Strategy d) Export Strategy

Answer: ¢) Transnational Strategy

Which of the following is a major reason for companies to go

mnternational?
a) Market Expansion b) Diversification
c) Cost Optimization d) Allofthe above

Answer: d) All of the above

Which company is cited as an example of ecosystem orchestration

through global supply chains and technology partnerships?
a) Nestlé b) Walmart c) Apple d) Jumia
Answer: ¢) Apple
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10. MSMEs often compete globally through:
a) Mass production only b) Niche specialization
c) Government ownership d) Monopoly pricing

Answer: b) Niche specialization
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Unit : 14

Current Challenges and Case Studies

14.1

14.2

14.3

14.4

14.5

Corporate Social Responsibility and Environmental Sustainability
14.1.1 Meaning of Corporate Social Responsibility

14.1.2 Key Features of CSR

14.1.3 Importance of CSR

14.1.4 Environmental Sustainability

14.1.5 CSR Example in India - Tata Group

Using Strategies with Ethics

14.2.1 Need for Ethical Strategies

14.2.2 Principles of Ethical Strategy

14.2.3 Ethics and Corporate Governance

14.2.4 Example of Ethical Strategy: Infosys

Innovative Methods

14.3.1 Types of Innovation

14.3.2 Importance of Innovation

14.3.3 Example of Innovation: Reliance Jio

Artificial Intelligence and Digital Transformation

14.4.1 Key Technologies

14.4.2 Benefits of Al and Digital Transformation

14.4.3 Applications in Business

Case Studies from Indian Company and Throughout the World

14.5.1 Case Study 1: ITC Limited - Sustainability and Diversification
Strategy

14.5.2 Case Study 2: HDFC Bank - Digital Banking Leadership
14.5.3 Case Study 3: Apple Inc. - Innovation and Product Strategy
14.5.4 Case Study 4: Starbucks - Customer Experience Strategy

> Exercise
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14.1 Corporate Social Responsibility and Environmental Sustainability

In today's fast-changing business environment, organizations face multiple

challenges that go beyond traditional profit-making. Companies are now expected

to act responsibly towards society, adopt ethical practices, innovate continuously,

and leverage modern technologies like Artificial Intelligence (Al) and digital

transformation.

This unit focuses on understanding how businesses deal with these modern

challenges. It highlights the importance of Corporate Social Responsibility (CSR),

ethics in strategy, innovation, and the role of Al. Additionally, real-world case studies

from Indian and global companies will help students connect theory with practice.

14.1.1 Meaning of Corporate Social Responsibility

Corporate Social Responsibility (CSR) refers to the responsibility of

businesses to contribute to the welfare of society while conducting their

operations. It means companies should not only focus on profits but also

consider their impact on employees, customers, communities, and the

environment. CSR has become mandatory for certain companies in India

under the Companies Act, 2013, making it a crucial part of strategic

management.

14.1.2 Key Features of CSR

1.

Focus on Long-term Societal Welfare

CSR emphasizes sustainable development rather than short-term profits.
Companies invest in activities like education, healthcare, and community
development. These initiatives create long-lasting benefits for society. It

helps businesses contribute positively to future generations.
Voluntary and Ethical Commitment

CSR is not always legally required but is undertaken as a moral
responsibility. Companies follow ethical practices in business operations
and decision-making. It reflects honesty, transparency, and fairness. This

commitment strengthens the company's values and culture.
Includes Environmental Protection

CSR involves efforts to reduce environmental harm caused by business
activities. Companies adopt eco-friendly practices like waste
management and energy conservation. It helps in preserving natural

resources. Such initiatives support sustainable environmental growth.



Enhances Company Reputation

Engaging in CSR activities improves the public image of a company. It
shows that the company cares about society and not just profits. A
good reputation attracts customers and business opportunities. It also

differentiates the company from competitors.
Builds Trust with Stakeholders

CSR helps in developing strong relationships with stakeholders like
customers, employees, and investors. It shows accountability and
responsibility towards society. Trust leads to long-term cooperation and

support. This strengthens overall business stability.

14.1.3 Importance of CSR

1.

Improves Brand Image

CSR activities create a positive perception of the brand in the minds of
people. Customers prefer companies that are socially responsible. It
enhances goodwill and credibility in the market. A strong brand image

leads to competitive advantage.
Builds Customer Loyalty

Customers tend to remain loyal to companies that contribute to social
causes. CSR creates emotional connection and trust with consumers.
Loyal customers lead to repeat purchases and word-of-mouth promotion.

This supports long-term business success.
Attracts Investors

Investors prefer companies with strong CSR practices as they indicate
stability and ethical governance. Responsible companies are seen as
less risky. CSR increases investor confidence and funding opportunities.

It also improves financial performance in the long run.
Enhances Employee Satisfaction

Employees feel proud to work for socially responsible organizations.
CSR activities improve motivation and morale. It creates a positive work
culture and increases productivity. Satisfied employees are more

committed and loyal to the company.
Reduces Regulatory Risks

CSR helps companies comply with laws and avoid legal issues. Ethical
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practices reduce the chances of penalties and conflicts with authorities.
It ensures smooth business operations. This lowers risks related to

regulations and government policies.

14.1.4 Environmental Sustainability

Environmental sustainability refers to using resources in a way that does not

harm the environment and ensures availability for future generations.
Businesses today are focusing on:

Reducing carbon footprint

Using renewable energy

Waste management and recycling

vV V VYV VY V

Water conservation

» Eco-friendly production processes

14.1.5 CSR Example in India - Tata Group

The Tata Group is widely recognized as a pioneer of Corporate Social
Responsibility (CSR) in India. The group consistently invests in key areas
such as education and skill development, healthcare initiatives, rural
development, and environmental conservation. Through various trusts and
corporate initiatives, Tata companies allocate a significant portion of their
profits toward social causes. This approach clearly demonstrates that business
growth and social responsibility can go hand in hand, creating value not only

for shareholders but also for society at large.

Sustainability has now become a core part of business strategy due to changing
market and regulatory dynamics. Consumers increasingly prefer eco-friendly
and socially responsible brands, influencing companies to adopt sustainable
practices. At the same time, governments are enforcing stricter environmental
laws, making compliance essential for long-term survival. Additionally,
investors are focusing more on ESG (Environmental, Social, Governance)
factors while making investment decisions. As a result, organizations are
itegrating sustainability into their strategies to remain competitive, responsible,

and future-ready.

14.2

Using Strategies with Ethics:

Business ethics refers to the moral principles and values that guide the



behaviour and decision-making of individuals and organizations in business. It ensures

that companies operate in a fair, honest, and responsible manner while dealing with

stakeholders such as customers, employees, and society. Ethical business practices

promote trust, integrity, and long-term sustainability. In today's competitive

environment, companies are expected not only to earn profits but also to follow

ethical standards. Ethical strategies help organizations balance profitability with

social responsibility. Thus, business ethics plays a crucial role in building a positive

corporate image and sustainable growth.

14.2.1 Need for Ethical Strategies

1.

Ethical strategies are essential because unethical practices can harma
company's long-term success and reputation. They help organizations

avoid risks and ensure responsible decision-making.

Legal Penalties: Unethical practices may lead to violations of laws
and regulations. This can result in heavy fines, penalties, or legal actions
against the company. Legal issues also consume time and resources.

Ethical strategies help ensure compliance with laws.

Loss of Reputation: A company's reputation is one of'its most valuable
assets. Unethical behaviour can damage public image and goodwill.
Negative publicity spreads quickly and affects brand value. Ethical

conduct helps maintain a strong reputation.

Customer Distrust: Customers expect fairness and honesty from
companies. Unethical actions like false advertising or poor quality reduce
trust. Loss of trust leads to decline in customer base. Ethical strategies

build long-term customer relationships.

Financial Losses: Unethical decisions may bring short-term gains but
result in long-term losses. Legal fines, loss of customers, and damaged
reputation affect profits. Companies may also lose investors. Ethical

practices ensure sustainable financial performance.

14.2.2 Principles of Ethical Strategy

1.

Transparency

Transparency means openness in business operations and decision-

making. Companies should share accurate and clear information with

Strategic Management
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stakeholders. It reduces misunderstandings and builds trust. Transparent

practices improve credibility.
2. Accountability

Accountability means taking responsibility for actions and decisions.
Companies must answer for their performance and behaviour. It ensures
discipline and ethical conduct within the organization. Responsible

management leads to better governance.
3. Fair Competition

Businesses should compete honestly without using unfair practices.
Activities like price fixing or misleading promotions are unethical. Fair
competition promotes innovation and quality. It also ensures a healthy

market environment.
4. Honesty in Communication

Companies must provide truthful information in advertising and
communication. Misleading claims can harm customers and damage trust.
Honest communication strengthens relationships. It also enhances brand

credibility.
5. Respect for Stakeholders

Organizations should consider the interests of all stakeholders. This
includes employees, customers, suppliers, and society. Respecting
stakeholders ensures fairness and ethical decision-making. It supports

long-term sustainability.
14.2.3 Ethics and Corporate Governance

Corporate governance refers to the system by which companies are directed
and controlled in an ethical and responsible manner. It ensures that
management acts in the best interests of stakeholders. Good governance
promotes transparency, accountability, and fairness. It helps in preventing
fraud and unethical practices. Strong corporate governance builds investor
confidence and ensures long-term growth. It also enhances the credibility of

the organization in the market.
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1. Board of Directors Oversight: The board of directors monitors the
activities of management. It ensures that decisions are ethical and aligned
with company goals. The board protects stakeholder interests. Effective

oversight improves governance quality.

2. Financial Transparency: Companies must maintain clear and accurate
financial records. Proper disclosure helps stakeholders understand the
financial position. It reduces chances of fraud and manipulation.

Transparency increases trust and confidence.

3. Protection of Shareholder Interests: Corporate governance ensures
that shareholders' rights are protected. Companies must act in their best
interest and provide fair returns. It prevents misuse of power by

management. Protecting shareholders builds investor confidence.
14.2.4 Example of Ethical Strategy: Infosys

The Infosys is widely recognized for its strong ethical practices and transparent
corporate governance. The company follows strict policies in areas such as
financial reporting, employee conduct, and customer data privacy, ensuring
honesty and accountability in all its operations. By maintaining high ethical
standards, Infosys has been able to build credibility and trust not only in
India but also in global markets. This approach highlights how ethical strategies
contribute to long-term success, strong stakeholder relationships, and a

positive corporate image.

On the other hand, adopting an unethical strategy can lead to serious negative
consequences for organizations. Unethical practices often result in scandals
and fraud, which damage the internal and external environment ofa company.
Such actions may lead to legal proceedings, penalties, and strict regulatory
actions. Additionally, brand image and reputation suffer significantly, causing
a loss of customer trust and market position. Investors may also withdraw
their support due to reduced confidence, leading to financial instability. In
many cases, several global firms have even collapsed due to unethical
practices, clearly demonstrating that ethics is a critical component of effective

business strategy.
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14.3 Innovative Methods:

Innovation refers to the process of introducing new ideas, products, services,

or methods that create value for customers and organizations. It is not only about

mvention but also about improving existing systems in a meaningful way. Innovation

helps businesses adapt to changing environments and customer expectations. In

today's competitive markets, organizations must continuously innovate to survive

and grow. It encourages creativity, problem-solving, and long-term development.

14.3.1 Types of Innovation

1.

Product Innovation

Product innovation involves developing new products or improving
existing ones to better satisfy customer needs. Companies focus on
features, design, quality, or performance to make products more
attractive. For example, smartphones are regularly upgraded with better
cameras and faster processors. This type of innovation helps companies

differentiate their offerings and gain a competitive advantage.
Process Innovation

Process innovation refers to improvements in production or delivery
methods to increase efficiency and reduce costs. It may include
automation, better workflow design, or advanced manufacturing
techniques. For instance, the use of robotics in manufacturing improves
speed and accuracy. This innovation helps organizations produce goods

more efficiently and maintain quality standards.
Business Model Innovation

Business model innovation involves changing the way a company creates,
delivers, and captures value. It focuses on new revenue models,
distribution channels, or customer engagement methods. For example,
subscription-based services like streaming platforms have transformed
traditional sales models. This type of innovation allows companies to

explore new markets and revenue opportunities.
Technological Innovation

Technological innovation is the use of new or advanced technology to

improve products, services, or processes. It includes developments such



as artificial intelligence, cloud computing, and automation. For instance,
online banking uses advanced technology to provide convenient financial
services. This innovation enhances productivity and offers better solutions

to customers.

14.3.2 Importance of Innovation

1.

Helps Companies Stay Competitive: Innovation enables businesses
to remain relevant in highly competitive markets. Companies that
continuously innovate can respond effectively to market changes and
competitor strategies. It helps them maintain a strong position and attract

more customers. Without innovation, firms risk becoming outdated.

Meets Changing Customer Needs: Customer preferences and
expectations are constantly evolving. Innovation allows companies to
develop products and services that match these changing needs. By
understanding customer feedback and market trends, businesses can
offer better solutions. This leads to higher customer satisfaction and

loyalty.

Improves Efficiency: Innovation in processes and technology helps
organizations operate more efficiently. It reduces production costs, saves
time, and minimizes errors. Improved efficiency leads to better utilization
of resources and increased profitability. Companies can achieve higher

output with fewer inputs.

Creates New Market Opportunities: Innovation opens doors to new
markets and business opportunities. It allows companies to introduce
unique products or services that attract new customer segments. This
helps in business expansion and revenue growth. Innovative companies

often become market leaders by exploring untapped areas.
Innovative Strategies Used by Companies

Organizations adopt various innovative strategies to sustain growth and
competitiveness. These strategies focus on continuous improvement,
technological advancement, and customer-centric approaches. By
investing in innovation, companies can enhance their performance and
build long-term success. The following are key strategies used by modern

organizations:
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6. Research and Development (R&D): Companies invest in R&D to
create new products and improve existing ones. This involves scientific
research, experimentation, and testing to develop innovative solutions.
For example, pharmaceutical companies spend heavily on R&D to
discover new medicines. R&D helps organizations stay ahead in

innovation and maintain a competitive edge.

7. Collaboration with Startups: Many large companies collaborate with
startups to gain access to fresh ideas and new technologies. Startups
are often more flexible and innovative, which benefits established firms.
For instance, big tech companies partner with startups to develop cutting-
edge digital solutions. Such collaborations encourage knowledge sharing

and faster innovation.

8. Digital Platforms: Companies use digital platforms to improve customer
experience and expand their reach. E-commerce websites, mobile apps,
and online services are examples of digital innovation. For instance,
businesses like online retailers use apps to offer personalized shopping
experiences. Digital platforms help organizations operate efficiently and

connect with global customers.

9. Customer Feedback Integration: Successful companies actively
collect and use customer feedback to improve their offerings. Feedback
helps identify problems and areas for improvement. For example,
companies update their products based on user reviews and suggestions.
This strategy ensures that innovation is aligned with customer needs and

increases satisfaction.
14.3.3 Example of Innovation: Reliance Jio

A well-known example of innovation in India is Reliance Jio, which significantly
transformed the telecom industry. It introduced low-cost data services, making
internet access affordable to millions ofusers. Along with this, it developed a
strong digital apps ecosystem, including entertainment, communication, and
utility applications. By expanding internet accessibility across urban and rural
areas, Reliance Jio triggered a major digital revolution in India and disrupted

existing market players.



However, organizations often face several barriers to innovation. One major
challenge is the lack of adequate resources, including finance, technology,
and skilled manpower. Resistance to change from employees and
management can also slow down innovation efforts. Additionally, innovation
involves high risk, as new ideas may not always succeed in the market. Poor
leadership support further limits the implementation of innovative ideas, as
strong vision and encouragement are essential for fostering innovation within

an organization.

14.4 Artificial Intelligence and Digital Transformation:

Meaning of Artificial Intelligence (AI)

Artificial Intelligence (Al) refers to the ability of machines or computer systems
to performtasks that usually require human intelligence. These tasks include learning
from data, making decisions, solving problems, and understanding language. Al
systems use algorithms and data to improve their performance over time. It helps
organizations automate complex processes and gain insights from large volumes of
information. Today, Al is widely used across industries to enhance productivity

and innovation.
Meaning of Digital Transformation

Digital transformation is the process of integrating digital technologies into all
areas of'a business to improve operations and deliver value to customers. It involves
changing traditional processes, business models, and customer interactions using
technology. Organizations adopt digital tools to become more agile, efficient, and
customer-focused. This transformation is not only about technology but also about
cultural and organizational change. It enables companies to stay competitive in a

rapidly evolving digital environment.
14.4.1 Key Technologies

1. Artificial Intelligence (AI): Al is used to automate decision-making
and improve business intelligence. For example, Amazon uses Al to
recommend products based on customer behaviour. It helps businesses
understand patterns and predict outcomes, improving efficiency and

customer satisfaction.
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Machine Learning: Machine Learning is a subset of Al that enables
systems to learn from data and improve without explicit programming.
Companies like Netflix use machine learning algorithms to suggest content

based on user preferences. This enhances user engagement and retention.

Big Data Analytics: Big Data Analytics involves analysing large volumes
of data to uncover patterns and insights. For instance, Walmart uses
data analytics to manage inventory and forecast demand. This helps in

better decision-making and efficient operations.

Cloud Computing: Cloud computing allows businesses to store and
access data over the internet instead of physical servers. Microsoft
provides cloud services like Azure, enabling companies to scale
operations and reduce IT costs. It ensures flexibility and remote

accessibility.

Internet of Things (IoT): [oT refers to interconnected devices that
collect and exchange data in real time. For example, Tata Motors uses
IoT in connected vehicles to monitor performance and improve safety.
This technology enhances operational efficiency and customer

experience.

14.4.2 Benefits of Al and Digital Transformation

1.
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Improved Decision-Making: Al and digital tools provide real-time
data and insights, helping managers make informed decisions. Companies
can analyse trends and predict future outcomes more accurately, reducing

uncertainty in business planning.

Increased Efficiency: Automation of repetitive tasks reduces manual
effort and increases productivity. Businesses can complete operations

faster and with fewer errors, leading to better resource utilization.

Better Customer Experience: Digital technologies enable
personalized services and faster responses to customer needs. For
example, chatbots and recommendation systems improve interaction

and satisfaction levels.



Cost Reduction: Automation and efficient processes help reduce operational

and labour costs. Cloud computing also minimizes infrastructure expenses,

making business operations more economical.

Competitive Advantage: Companies adopting Al and digital transformation

can innovate faster and respond quickly to market changes. This helps

them stay ahead of competitors and capture larger market share.

14.4.3 Applications in Business

1.

Chatbots for Customer Service: Chatbots are Al-powered virtual
assistants that interact with customers and provide instant responses to
their queries. They use natural language processing (NLP) to understand
and reply like humans. Chatbots help businesses offer 24/7 customer

support, reduce waiting time, and lower operational costs.

Example: HDFC Bank uses its Al chatbot "Eva" to answer customer
queries related to banking services such as account details, loans, and

transactions, improving customer experience and efficiency.

Predictive Analytics: Predictive analytics uses historical data, statistical
algorithms, and Al to forecast future outcomes and trends. It helps
businesses make proactive decisions instead ofreactive ones. Companies

can anticipate customer demand, identify risks, and optimize operations.

Example: Amazon uses predictive analytics to recommend products
and manage inventory by forecasting what customers are likely to buy,

ensuring timely delivery and better customer satisfaction.

Automation of Processes: Automation involves using technology to
perform repetitive and routine tasks with minimal human intervention. It
improves speed, accuracy, and consistency while reducing errors and
labour costs. Automation is widely used in manufacturing, finance, and

service industries.

Example: Tesla uses advanced robotics and automation in its
manufacturing plants to assemble vehicles efficiently, ensuring high quality

and faster production.
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4. Personalized Marketing: Personalized marketing uses Al and data
analytics to tailor products, services, and promotional messages
according to individual customer preferences. It enhances customer
engagement and increases conversion rates. Businesses analyse browsing
history, purchase behaviour, and preferences to deliver customized

experiences.

Example: Spotify creates personalized playlists like "Discover Weekly"
based on users' listening habits, which keeps users engaged and improves

customer loyalty.

14.5 Case Studies from Indian Company and Throughout the World:

14.5.1 Case Study 1: ITC Limited - Sustainability and Diversification
Strategy

ITC Limited has successfully integrated sustainability into its core business
strategy while diversifying beyond tobacco into FMCG, hotels, and
agribusiness. The company focuses on creating environmental and social
value through initiatives such as water conservation, afforestation, and
sustainable packaging. ITC has achieved carbon-positive and water-positive
status, showing its commitment to environmental responsibility. Its "triple
bottom line" approach balances economic growth with ecological and social

development, making sustainability a competitive strength.

Key Points:

» Focus on environmental sustainability (carbon and water positive)
» Diversification into FMCG and eco-friendly products

» Strong rural development and farmer support programs

» Emphasis on long-term value creation

Learning: Sustainability can drive business growth while enhancing brand

reputation and stakeholder trust.
14.5.2 Case Study 2: HDFC Bank - Digital Banking Leadership

HDFC Bank has emerged as a leader in digital banking by continuously

adopting advanced technologies to improve customer experience and
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operational efficiency. The bank offers a wide range of digital services,
including mobile banking, online payments, and Al-based chatbots. It has
focused on secure and user-friendly platforms, enabling customers to perform
transactions seamlessly. By integrating digital solutions into its operations,
HDFC Bank has strengthened customer relationships and increased service

accessibility across India.

Key Points:

» Adoption of digital banking platforms and mobile apps
» Use of Al for customer service and fraud detection

» Focus on secure and convenient transactions

»  Expansion of financial inclusion through digital channels

Learning: Digital transformation enhances efficiency, customer satisfaction,

and competitive positioning in the banking sector.
14.5.3 Case Study 3: Apple Inc. - Innovation and Product Strategy

Apple Inc. is globally recognized for its strong focus on innovation and
premium product strategy. The company continuously develops cutting-edge
products such as iPhones, iPads, and wearable devices with advanced features
and user-friendly design. Apple emphasizes research and development,
ecosystem integration, and brand positioning. Its ability to combine technology
with design and customer experience has created a loyal customer base

worldwide. Innovation remains at the core of Apple's long-term success.
Key Points:

»  Continuous product innovation and design excellence

» Strong ecosystem (devices, software, and services integration)

»  Premium branding and customer loyalty

» Heavy investment in research and development

Learning: Consistent innovation and strong branding can create long-term

competitive advantage.
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14.5.4 Case Study 4: Starbucks - Customer Experience Strategy

Starbucks has built its success by focusing on delivering a unique and consistent
customer experience rather than just selling coffee. The company creates a
"third place" environment between home and work, offering comfort,
personalization, and high-quality service. It uses digital tools such as mobile
apps and loyalty programs to engage customers and enhance convenience.
Starbucks also emphasizes ethical sourcing and sustainability in its operations,

strengthening its brand image globally.

Key Points:

» Focus on customer experience and ambiance
» Use of digital platforms and loyalty programs
» Ethical sourcing and sustainability practices

» Strong global brand identity

Learning: Delivering superior customer experience can differentiate a brand

and build long-term loyalty.
Exercises :

Q.1 Choose the correct answer from the options given below each of the

following statements:
1) CSR stands for:
a) Corporate Social Responsibility
b) Company Social Resource
c) Corporate Service Rule
d) Corporate Social Regulation
Answer: a) Corporate Social Responsibility
2) Which Act made CSR mandatory in India?
a) Companies Act, 2013 b) SEBIAct
c) RBIAct d) Industrial Act

Answer: a) Companies Act, 2013
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3)

4)

5)

6)

7)

8)

9
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Environmental sustainability focuses on:

a) Profit maximization b) Resource conservation
c) Advertising d) Sales growth
Answer: b) Resource conservation

Ethical strategy mainly emphasizes:

a) Profit b) Transparency

c) Monopoly d) Taxavoidance

Answer: b) Transparency

Innovation helps in:
a) Reducing creativity b) Increasing efficiency
c) Avoiding competition d) Reducing productivity

Answer: b) Increasing efficiency

Al stands for:
a) Automated Intelligence b) Artificial Intelligence
c¢) Advanced Information d) None

Answer: b) Artificial Intelligence

Digital transformation refers to:

a) Manual processes b) Use ofdigital technology
c) Offline marketing d) None

Answer: b) Use of digital technology

Which company is known for strong CSR practices in India?

a) TataGroup b) Localfirms c¢) Smallshops d) None
Answer: a) Tata Group

Innovation is important because it:

a) Stops growth b) Creates value

c) Reduces customers d) Avoids change

Answer: b) Creates value
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Q.2

10) Al iswidelyused in:

a) Customer service b)
c) Sports only d)
Answer: a) Customer service

11) Ethical practices lead to:
a) Lossoftrust b)
c) Customer loyalty d)
Answer: c¢) Customer loyalty

12) Sustainability ensures:
a) Resource depletion b)
c) Highpollution d)
Answer: b) Future availability

13) Corporate governance relates to:
a) Ownership only b)
c) Production d)
Answer: b) Ethical management

14) Digital transformation improves:
a) Efficiency b) Delay C)
Answer: a) Efficiency

15) Innovation can be:
a) Product only b)
c) Multiple types d)

Answer: ¢) Multiple types

Agriculture only

None

Brand damage

Legal issues

Future availability

None

Ethical management

Sales

Errors d) Costs

Process only

None

Fillin the Blanks in the following statements:

1.
2.

CSR is governed by the
Sustainability focuses on

Ethics means following

Al stands for

2013.

conservation.

principles.

Intelligence.



5. Innovation creates advantage.

6. Digital transformation uses technologies.

7. Corporate governance ensures management.

8. CSR improves company

9. Alhelpsin better -making.

10. Environmental protection reduces

11. Ethical strategies build

12. Innovation requires thinking.

13. Digital tools improve experience.

14. Sustainability ensures future ofresources.

15. CSR benefits business and

Answers:

Sr. No. | Answer Sr. No. | Answer Sr. No. | Answer
1 Companies Act | 6 Digital 11 Trust
2 Resource 7 Ethical 12 Creative
3 Moral 8 Reputation 13 Customer
4 Artificial 9 Decision 14 Availability
5 Competitive 10 Pollution 15 Society

Q.3 State whether the following statements are True or False:

1.
2.

CSR is only about profit. (False)

Sustainability protects natural resources. (True)
Ethics is not important in business. (False)

Al reduces efficiency. (False)

Innovation helps companies grow. (True)
Digital transformation uses technology. (True)
CSR harms business reputation. (False)
Ethical companies gain trust. (True)

Innovation is risky but useful. (True)
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10. Alreplaces all human jobs. (False)
11. Sustainability ignores future needs. (False)
12. Corporate governance ensures transparency. (True)
13. Digital tools reduce productivity. (False)
14. Innovation creates new opportunities. (True)
15. Ethics prevents legal issues. (True)
Q.4 Briefly answer the following questions:
1. Define CSR.
2.  What is sustainability?
3. What is business ethics?
4. Define innovation.
5. Whatis AI?
6. Define digital transformation.
7. What is corporate governance?
8. Give a full form of ESG.
9. What is a competitive advantage?
10. What do you mean by environmental protection?
11. Explain the term ethical strategy.
12. What is automation?
13. Define the term green business.
14. What is stakeholder?
15. Explain data analytics.
Q.5 Answer the following questions in detail:

1. Explain Corporate Social Responsibility and environmental sustainability
in detail.

2. Discuss the importance of ethics in strategic management.
3. Explain different types of innovation with examples.

4. Describe Artificial Intelligence and digital transformation in business.
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8.
9.

10. Evaluate the impact of digital transformation on business performance.

Discuss the role of CSR in improving brand image.

Explain ethical strategies with suitable examples.

Analyse the importance of sustainability in modern business.
Discuss challenges in adopting Al

Explain innovation strategies used by companies.
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