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Reminder — MIP module structure

3 parts: 5000 words notionally but split up in blocks
Business environment (Mike) 50%

HRM (Brynach) 25%

Financial management (Marie) 25%

Produce a written report — 3 sections

Then at the end you deliver a final presentation (SWOT
analysis) covering ALL 3 SECTIONS TOGETHER/any other
relevant issues relating to your case study



Coming up

Next Thursday:
Drop-ins for advice on PESTLE & SWOT analysis

Report submission date: 23 April 10am
Presentations: 30 April & 3 May

- You will be allocated one/the other

- Submit by 4pm on Friday 27 April



Internal

External

Your final task

Helpful




Today’s objectives

Summarise the strategy of an organisation in a ‘strategy
statement’,

|dentify key issues for an organisation’s strategy according to
the Exploring Strategy model.

Distinguish between corporate, business and operational
strategies.

Understand how different people contribute to strategy at
work.



Definitions of strategy (1)

e ‘.the determination of the long-run goals and objectives of an
enterprise and the adoption of courses of action  and the

allocation of resource necessary for carrying out  these goals’
Alfred Chandler

* ‘Competitive strategy is about being different. It means

deliberately choosing a different set of activities to deliver
a unique mix of value’
Michael Porter

Sources:

A.D. Chandler, Strategy and Structure: Chapters in the History of American Enterprise, MIT Press,
1963, p. 13

M.E. Porter, ‘What is strategy?’, Harvard Business Review, 1996, November—December,
p. 60



Definitions of strategy (2)

e ‘.a patternin a stream of decisions’
Henry Mintzberg

e ‘.the long-term direction of an organisation’
Exploring Strategy

Sources:
H. Mintzberg, Tracking Strategy: Toward a General Theory, Oxford University Press, 2007, p. 3



Strategy

“....1s the direction and scope of an organisation
over the long term, which

achieves advantage in a changing
environment through its configuration of
resources and competences with the aim of
fulfilling stakeholder expectations.”

Johnson et al (2011:3)




The importance of strategy

‘Strategic management is the pattern of major
objectives, purposes or goals and essential
policies or plans for achieving those goals,
stated in such a way as to define what
business the company is in or is to be in and
the kind of company it is to be”.

Andrews (1971, in Mullins 2016:504)



Strategic decisions

Strategic decisions are about:

® The long-term direction of an organisation

® The scope of an organisation’s activities

e Gaining advantage over competitors

® Addressing changes in the business environment
@ Building on resources and competences (capability)
e Values and expectations of stakeholders

Therefore they are likely to:

® Be complex in nature

@ Be made in situations of uncertainty

o Affect operational decisions

@ Require an integrated approach (both inside and outside an organisation)
e Involve considerable change




Three horizons for strategy (1)

* Horizon1:

Extend and defend core business.
* Horizon 2 :

Build emerging businesses.
* Horizon 3:

Create viable options.



Three horizons for strategy (2)

A

——

Horizon 3 > create viable options

Profit
Horizon 2 > build emerging businesses
Horizon 1 > extend and defend core business
Time (years)
Note:

‘profit” on the vertical axis can be replaced by non-profit objectives;
‘business’ can refer to any set of activities;
‘time” can refer to a varying number of years.

Figure 1.2 Three horizons for strategy

Source: M. Baghai, S. Coley and D. While, The Alchemy of Growth, 2000, Texere Publishers: Figure 1.1, p. 5



Stakeholders

Stakeholders are those individuals or groups
that depend on an organisation to fulfil their own

goals and on whom, in turn, the organisation
depends.



Levels of strategy (1)

e.g. Diversifying into a

Corporate-
Nnew area

level
strategy

—

e.g. service/product
sueheaadlevE > improvements to attract
more customers

strategy

_ — > e.g. greater IT capacity
Operational strategy



Levels of strategy (2)

* Corporate-Level Strategy is concerned with the
overall purpose and scope of an organisation and
how to add value to business units.

* Business-Level Strategy is concerned with the
way a business seeks to compete successfully in
its particular market.

* Operational Level Strategy is concerned with
how different parts of the organisation deliver
the strategy in terms of managing resources,
processes and people.



Strategy statements

Strategy statements should have three main
themes:

* the fundamental goals that the organisation
seeks, which draw on the stated mission, vision
and objectives

* the scope or domain of the organisation’s
activities

* and the particular advantages or capabilities it
has to deliver all these.



Working with strategy (1)

All managers are concerned with strategy:

* Top managers frequently formulate and control
strategy but may also involve others in the
process.

* Middle and lower level managers have to meet
strategic objectives and deal with constraints.

* All managers have to communicate strategy to
their teams.

* All managers can contribute to the formation of
strategy through ideas and feedback.




Working with strategy (2)

Organisations may also use strategy specialists:

* Many large organisations have in-house strategic
planning or analyst roles.

* Strateqgy consultants can be engaged from one of
many general management consulting firms

* There are a growing number of specialist strateqy

consulting firms (e.g. McKinsey &Co, The Boston
Consulting Group).



Strategy’s three branches (1)

* CONTEXT —internal and external.
* CONTENT — strategic options.

* PROCESS - formation and implementation.



Strategy’s three branches (2)

Context Content Process
(internal and external) (strategic options] (formation and implementation)
Research: Research: Research:
Industry analysis Choice Strategic planning
Cultural analysis and Choice and change
Resource-based view performance Strategy-as-practice

Figure 1.3 Strategy’s three branches
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Figure 1.4 The Exploring Strategy Model




Strategic position (1)

The strategic position is concerned with the
impact on strategy of the external environment,
the organisation’s strategic capability (resources
and competences), the organisation’s goals and
the organisation’s culture.

‘mnment
p )
&Jahility Strategic ﬂrposa

Position




Strategic position (2)

The
Capability Strategic Purpose
Position




Strategic position (3)

Fundamental questions:
e What are the environmental
opportunities and threats? (PESTLE)

e What are the organisation’s strengths and
weaknesses?

= SWOT analysis

e What is the basic purpose of the organisation?
e How does culture shape strategy?



Strategic choices (1)

Strategic choices involve the options for strategy
in terms of both the directions in which strategy

might move and the methods by which strategy
might be pursued.
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Strategic choices (2)

Business-
level

Corporate-
level : International
Strategic

Choices

Acquisitions &
Alliances




Strategic choices (3)

Fundamental questions for Strategic Choice:

e How should business units compete?

e Which businesses to include in the portfolio?

e Where should the organisation compete
internationally?

e |s the organisation innovating appropriately?

e Should the organisation buy other companies, form
alliances or go it alone?



Strategy in action (1)

Strategy in action is about how strategies are
formed and how they are implemented.

The emphasis is on the practicalities of managing.
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Strategy in action (2)

Processes

Organising Evaluating
Strategy
in Action
Changing .



Strategy in action (3)

Fundamental questions for Strategy in Action

e Which strategies are suitable, acceptable and
feasible?

e What kind of strategy-making process is needed?

e What are the required organisation structures and
systems?

e How should the organisation manage necessary
changes?

e Who should do what in the strategy process?



Exploring strategy in

different contexts
The Exploring Strategy Model can be applied in many

contexts.
In each context the balance of strategic issues differs:

* Small Businesses (e.g. Purpose and Growth
issues)

* Multinational Corporations (e.g. Geographical
Scope and Structure/Control issues)

* Public Sector Organisations (e.g. Service/Quality and
Managing Change issues)

* Not For Profit Organisations (e.g. Purpose and
Funding issues)



Summary (1)

» Strategy is the long-term direction of an organisation. A
‘strategy statement’ should cover the goals of an organisation,
the scope of the organisation’s activities and the advantages or
capabilities the organisation brings to these goals and activities.

* Corporate-level strategy is concerned with an organisation’s
overall scope; business-level strategy is concerned with how to
compete; and operational strategy is concerned with how
resources, processes and people deliver corporate- and
business-level strategy.

* Strategy work is done by managers throughout an organisation,
as well as specialist strategic planners and strategy consultants.



Summary (2)

e Research on strategy context, content and process shows how
the analytical perspectives of economics, sociology and
psychology can all provide practical insights for approaching
strategy issues

e The Exploring Strategy Model has three major elements:
understanding the strategic position, making strategic choices
for the future and managing strategy-in-action.
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Strategic position (1)

The strategic position is concerned with the impact on
strategy of the external environment,

the organisation’s strategic capability (resources and
competences),

the organisation’s goals and the r .
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Strategic position (2)

The
Capability Strategic Purpose
Position




Strategic position (3)

Fundamental questions:

e \What are the environmental
opportunities and threats?

e What are the organisation’s strengths and
weaknesses?

= SWOT analysis

e What is the basic purpose of the organisation?
e How does culture shape strategy?



Strategic choices (1)

Strategic choices involve the options for strategy

in terms of both the directions in which strategy
might move

and the methods by which strategy mlght be
pursued. |
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Layers of the business environment
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Figure 2.1 Layers of the business environment




The PESTEL framework (1) (o

The PESTEL framework categorises environmental
influences into six main types:

political, economic,
social, technological,
environmental legal

Thus PESTEL provides a comprehensive list of
influences on the possible success or failure of
particular strategies.




The PESTEL framework (2)

e Political Factors: For example, Government policies,
taxation changes, foreign trade regulations, political
risk in foreign markets, changes in trade blocks (EU).

e Economic Factors: For example, business cycles,
interest rates, personal disposable income, exchange
rates, unemployment rates, GDP trends.

e Socio-cultural Factors: For example, population
changes, income distribution, lifestyle changes,
consumerism, changes in culture and fashion.



The PESTEL framework (3)

e Technological Factors: For example, new discoveries and
technology developments, ICT innovations, rates of
obsolescence, increased spending on R&D.

e Environmental (‘Green’) Factors: For example,
environmental protection regulations, energy
consumption, global warming, waste disposal and re-
cycling.

e [egal Factors: For example, competition laws, health
and safety laws, employment laws, licensing laws, IPR
laws.



Key drivers of change

Key drivers for change:

e The environmental factors likely to have a high
impact on the success or failure of strategy.

e For example, the birth rate is a key driver for those
planning nursery education provision in the public
sector.

e Typically key drivers vary by industry or sector.

Which ones matter for your case?



Using the PESTEL framework

e Apply selectively —identify specific factors which impact
on the industry, market and organisation in question.

e |dentify factors which are important currently but also
consider which will become more important in the next
few years.

e Use data to support the points and analyse trends
using up to date information

e |dentify opportunities and threats —
the main point of the exercise!
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SWOT analysis vewst
i

SWOT summarises the strengths, weaknesses,
opportunities and threats likely to impact on
strategy development.

INTERNAL ANALYSIS
STRENGTHS WEAKNESSES

EXTERNAL ANALYSIS
OPPORTUNITIES THREATS




Factors to consider

People
Resources

nnovation & ideas
Marketing
Operations
Finance



People

Visionary capable leadership
Dedicated employees
Entrepreneurial orientation
Flexible/responsive

Resources

Innovation



Marketing

Company reputation
Market share

Quality reputation
Service reputation
Manufacturing costs
Distribution costs
Promotion effectiveness
Sales force effectiveness
R&D and innovation
Geographical coverage



Operations

Economies of scale

Capacity

Able, dedicated workforce
Ability to deliver on time
Technical manufacturing skill



Finance

Financial stability
Facilities

Cost/availability of capital
Profitability



Threats — or not?

Reactions from existing competition
New competitors likely to enter
Competition by vertical integration
Channel co-operators being competing
Decreased entry costs
Price/promotion war

Change in consumer tastes and values
Increasing power of buyers

Increasing segmentation

Technological change



Threats 2

Material availability and supplier prices
Economic stagnation

Inflation

Regulatory changes

Foreign exchange fluctuation
Political/social changes

Environmental pollution
Take-over/merger



Opportunities?

Merger

Technological change

Political, economic or social trends
Size of market

Growth of market

Unfulfilled customer needs

Gaps in existing product positions
Market not segmented

High margins

Few or weak competitors

Stable price structure
Vulnerability to entry

Low entry cost



Opportunities 2

Low exit barriers

High response to sales, advertising, promotion
Transfer cost experience

Low investment

Low risk

Matches our strength



Uses of SWOT analysis

Key environmental impacts are identified using
PESTEL

Major strengths and weaknesses are identified

SWOT can be used to examine strengths,
weaknesses, opportunities and threats in relation to

competitors.

SWOT can be used to generate strategic options—
using a TOWS matrix.



The TOWS matrix

Opportunities (0)

External
factors

Threats (T)

Internal factors

Strengths (S)

SO Strategic options

Generate options here that use
srengths to take advantage

of opportunities

ST Strategic options
Generate options here that use
srengths to avoid threats

Weaknesses (W)

WO Strategic options

Generate options here that
take advantage of opportunities
by overcoming weaknesses

WT Strategic options
Generate options here that
minimise weaknesses and
avoid threats

Figure 3.6 The TOWS matrix




Activity f E

What are the dangers
in using a SWOT analysis?



Dangers in a SWOT analysis

* Long lists with no attempt at prioritisation.

* Over generalisation — sweeping statements often
based on biased and unsupported opinions.

 SWOT is used as a substitute for analysis — it
should result from detailed analysis

* SWOQOT is not used to guide strateqgy — it is seen as
an end in itself.

How do you minimise these risks?
Appropriate research



Developing strategic capabilities (1)

Internal capability development:

* Lleveraging capabilities — identifying capabilities in
one part of the organisation and transferring them
to other parts (sharing best practice).

 Stretching capabilities - building new products or
services out of existing capabilities.



Developing strategic capabilities (2)

* External capability development — adding
capabilities through mergers, acquisitions or
alliances.

* Ceasing activities — non-core activities can be
stopped, outsourced or reduced in cost.

* Monitor outputs and benefits —to understand
sources of consumer benefit and enhance
anything that contributes to this.

* Managing the capabilities of people — training,
development and organisation learning.



Summary

 Strategic capabilities comprise both resources and
competences.

* The concept of dynamic capabilities highlights that
strategic capabilities need to change as the
market and environmental context of an
organisation changes.

Ways of diagnosing organisational capabilities
Include:
« SWOT analysis as a way of drawing together an

understanding of strengths, weaknesses,
opportunities and threats an organisation faces.



How do current/anticipated future
events in the outside world affect your
organisation?




Next Thursday — all day:
Drop-ins for advice on draft PESTLE/SWOI

Analyses of the business environment

Placement drop-ins also
ey
F s

UCCE?

-
Helpful Harmful

Strengths Weaknesses

Internal

Opportunities

External




