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The Strategic Management Process
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Batch Profile

Area of Study

Participants from 14 states of India
* Highest representation from

¢ Tamil Nadu

* Telangana

¢ Karnataka

1 International participant

What is Strategy?
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Strategy as the Link between the o
Firm and its Environment What Makes a Successful Strategy”
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PRENSETHLEE

PESTLE Analysis
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The Strategic Management Process
External
Analysis
. — Strategic Strategy Competitive
Mission — Objectives Choice Implementation - Advantage
Internal
Analysis
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History

* Traced back to Ancient Greeks
* Strategy meant Chief Magistrate or a Military Commander-in-Chief

* The word “strategy” derives from the Athenian title, strategos, denoting a
supreme commander of the Athenian armed forces (cummings, 1993)
« The term combines the words stratos (“army”) and agein (“to lead”)

* The Greek verb stratego means to “plan the destruction of one’s enemies
through effective use of resources” (Bracker, 1980: 219)
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Industrial Revolutions

« First Industrial revolution — Adam Smith “Market forces as Invisible Hand”

* Businesses were small and less international trade, so strategy did not enter into
business.

« Adapted into business context during Second Industrial Revolution
* Strategy as a way to shape market forces and affect the competitive environment

¢ Inthe USA, Construction of Key Railroads resulted in Mass markets
* Mass markets encouraged large scale investment to exploit economies of scale and
economies of scope
* New type of firms emerged- Large vertically integrated company that invested heavily in
manufacturing and marketing and in management hierarchy
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Distinctive Competence

« Distinctive competence emerged when there was proposal to integrate Navy,
Army, marines and Air Force

* Each had different competencies
* Navy — Machine centered organization
* Army— Manpower organization

* To find distinctive competence, identify
* Aspects of firm which are enduring and unchanging over relatively long periods of time

* Aspects more responsive to changes the market place and the pressures of more
environmental forces.

World War Il — Stimulus to Strategic

Thinking

* Allocating scarce resources across entire economy

* New operations research techniques (linear programming) — quantitative analysis
in formal strategic planning

* Solving Zero sums games — John von Neumann

* Learning curves — important tool for planning
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A brief History of Strategy

1950s:
Financial budgeting

=

« Operational budgeting
« DCF capital budgeting

« Corporate plans based on medium-term
economic forecasts

1960s & early 1970s:
Corporate planning

-
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215t century:
Adapting to Turbulence
Adapting to and exploiting
digital
The quest for flexibility &
strategic innovation
Strategic alliances
Social and environmental
responsibility

3 key changes:

1. Changing concept of strategy

2. Changing processes of strategy
formulation

3. New tools of strategy analysis

Late 1970 & 1980s:
Emergence of Strategic
Management

« Strategy as a quest for profit
« Industry analysis and competitive

positioning

1990s:

The Quest for Competitive Advantage
Emphasis on resources & capabilities
Shareholder value maximization
Refocusing, outsourcing, delayering, cost

cutting
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Strategy vs Tactics

« Distinguishing strategy from tactics:

« Strategy is the overall plan for deploying resources to establish a favorable
position.

« Tactic is a scheme for a specific maneuver

» Characteristics of strategic decisions:
— Important.
— Involve a significant commitment of resources.
— Not easily reversible

What is strategy?

INDUSTRY
ATTRACTIVENESS CORPORATE
STRATEGY
Where to compete?

SUSTAINABLE
COMPETITIVE BUSINESS
ADVANTAGE STRATEGY

Rate of profit above
the cost of capital

How do we make money?

How to compete?
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