Write-Up
a) Recommendation
b) Support – highlights of the analysis
c) High Level implementation
1) Performance Assessment
[image: ]
Conclusion:  What is the time horizon?  In which direction are they heading?


2) Direction (Mission/Vision)
Mission:  Clear, compelling, activating; can be visualized
- ex. HP’s mission:  “to make technical contributions for the advancement and welfare of humanity”
Vision:  Clearly communicate purpose of the business
- reinforce the day-to-day actions
- provide direction for the strategy formulation
Vision Test:  - desirable and feasible destination
- flexibility for management to get there
Values:  Basic beliefs that guide behaviour
Core beliefs:  reason for being; long term
- ex. Ford’s vision:  democratize the automobile 

3) Strategic Triangle
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i) Goals
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ii) Product/Market Focus	- what is provided and to whom?

	
	Existing
	New

	Existing
	Market Penetration
	Product Development

	New
	Market Development
	Diversification



iii) Core Activities	- activities within the firm that add value
- contributes directly to the value proposition
- need to distinguish between necessary activities and those that add value
iv) Value Proposition
- valued by the customers in the target market
- a differentiator; sets a product/service apart from competition within the target market
Competitive Advantage:
- a value proposition that is important to targeted customers, and difficult for competition to copy
Conclusion:  
- Are the elements in the strategic triangle aligned?  Do they complement and reinforce each other?
     - Clarity, logical, coherence
- Does the value proposition resonate in the target market?


4)  Value Chain/System
[image: ]
Value Chain – the primary activities from the industry value chain that have been integrated into the structure of an organization
- looks at the primary and support activities in each step
- looks at the areas where value is created
- profitability at each stage indicates power/importance of that stage
Conclusion:
- where does the economic profit lie in the value chain
- which activities do not contribute to the value creation

Value System – all the activities from raw materials to the consumer
- focus on the parts of the industry that return the most profit
- a firm performs a limited number of activities in the value system
Conclusion:
- is the firm doing things that could return no value
- can the firm forward or backward integrate?



5)  Strategy (Path, positioning)
Companies can obtain strategic position in three ways (not mutually exclusive):
i) Variety-based positioning
- based on the choice of product or service varieties rather than customer segments
- can serve a wide array of customers but it will meet only a subset of their needs
- Example: Jiffy Lube – only do oil changes – faster and cheaper than other auto shops

ii) Needs-based positioning
- based on targeting a segment of customers

iii) Access-based positioning
- based on the importance of accessing the product/service
Generic Strategy:
- differentiation/focused differentiation
- low cost leadership/focused low cost leadership
6)  Industry Analysis
- these factors do not have equal importance; some are more important than others in determining industry attractiveness
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7)  PEST Analysis
- look at changes and trends in the political, economic, social and technological areas of the industry
Conclusion:
- are they able to take advantage of any opportunities or reduce threats?




8)  Resources (VRIO)
- examples of resources include culture, reputation and location
[image: ]
Conclusion:
- If a resource has been identified as a CA, is cost leadership, differentiation, or focus generic strategy the most suitable strategic path?
- What specific activities need to be supported to achieve a sustainable advantage?
- What opportunities exist for economizing on the use of resources?
-  What are the possibilities for using existing assets more intensely and in more profitable ways?



9)  Management Preferences
a)  Basic Needs
- each person has a different mix of the following attributes:  achievement, power, security, recognition
- basic needs are fairly stable and enduring
b)  Beliefs
- opinion about competencies (of themselves and colleagues) and the right way of doing things
- a competent and comfortable manager will influence which strategic recommendations will be best supported
c)  Job Context
- defines the roles of responsibilities
- performance assessment and rewards
- a strategic recommendation that would negatively impact the decision maker’s “job context” is unlikely to be supported by the decision maker




10)  Organization
a)  Organizational Structure
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b)  Management Processes
- three types:  decision making, operating, performance and reward systems
c)  Leadership Behaviours
- leader’s behaviour needs to be in sync with desired behaviour for the organization
d)  Behaviour and Culture
- shared beliefs and expectations (values, attitudes)
- observable energy level, subordinates management, employees relations to one another
11) Diamond E
[image: ]
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12)  Day’s Five Tests:  Evaluating Strategic Alternatives

1)  How attractive is the market opportunity?
- market size and growth		- cyclicality of demand
- current and future competitiveness	- degree of fragmentation
- break even share			- ease of channel access

2)  How sustainable is the competitive advantage?
- how will the new strategy enhance these differentiation or costs advantages or create new advantages
- how difficult will it be for competitors to imitate those advantages and how long will it take them
- supply side barriers – distinctive capability, proprietary technology, economies of scale/scope
- demand side barriers – customer and channel relationships, brand equity

3)  What are the prospects for successful implementation?
- does the business possess the necessary skills and resources
- do the implementers understand the strategy and are the committed to it
- does the strategy hold together

4)  Are the risks acceptable?
- identify major environmental and internal uncertainties
- robust vs. fragile strategies
- understand assumptions – anchoring, selective perception, availability

5)  Will the forecast financial results be achieved and increase shareholder value?

13)  Financials
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14)  Change Agenda
- what needs to change or be added to implement the strategy?
- Identify all changes required in the following areas:
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15)  Starting Conditions
a)  Urgency
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b) Organizational Readiness
- the commitment and capability of the individuals and groups who will be most instrumental to the change process
c) Personal Readiness
- the commitment and capability of the manager who is going to lead the change process










16)  Guidelines for Action
[image: ]

17)  Implementation Plan
[image: ]





[bookmark: _GoBack]18) Scorecard Update
	
	Objective
	Measure
	Target
	Plan

	Financial
	- Become profitable by increasing sales and reducing expenses
	- Net income, operating expenses
	- Net income to increase to 5% of sales
- Reduce expenses to 25% of sales
	- Increase sales revenue through catering and frozen dinners
- Hire a part-time accountant to analyze and reduce expenditures

	Learning
	- Employ an exceptional manager
- Maintain employee morale
- Staff training to have better operating procedures
	- Employee retention and absenteeism
	- Achieve yearly employee retention of >90% (excluding students that have finished school), maximum absenteeism of managers of 2.5% per year
- 12 hours of training per year per employee
	- Provide appropriate training and support to all employees; ensure employees are aware of their duties and have the correct training and resources to be able to complete their work effectively

	Process
	- Increase efficiency and the effective use of resources
	- Overtime work, # of overstaffed days, food waste
	- Less than 10 hours of overtime paid monthly
- # of overstaffed days of less than 3 per month
- Less than 5% of food waste
	- Utilize the accountant and manager to track the efficient usage of food and labour resources in order to locate areas of cost reduction

	Customer
	- Meet demands of all potential catering customers
- Maintain high levels of customer retention
	- # of missed catering opportunities
- # complaints, repeat purchases, customer satisfaction
	- Reduce # of missed catering opportunities to 2 per year
- No more than one complaint per month
	- Increase growth to the catering operations by renovating the basement and employing a manager who is largely responsible for the catering division of the organization
- Provide customers the option of completing a short survey
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Strategic Management

i

. Value

= Context or industry dependent

. Rarity

= If common resource is at best a necessary entry ticket but
not a source of CA

. Inimitability

= May arise as a result of history, or many small decisions, or
because of social complexity

Organizationally bound
If organization does not exploit the resource - no value!




image7.png
Organization Structure

lign as much as possible required capabilities based on proposed
strategy with organization’s structure characteristics.
= Ref: Goold and Campbell nine tests. ( Page 165)

Organization Type Benefits Issues

Limited sensitivity to
local markets
Slow decision making

Standard product -

Functional Efficiencies

Lose Efficiencies
Focus on I?::h product Multiple contact points
for customers.
Geographical Good at tailoring to local Lose Efficiencies
markets
— “ Efficient and Effective Complex _and Slow
moving
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~ Further support of needs-based differentiation strategy by
investing into the catering business

+ Management buyout of Lori/Doug’s shares (10 year plan,
Exhibit M), allowing Doug/Lori’s phase-out of day to day.
operational activities

« The strategy fits with the environmental trend of increased
populasity of coffee (premium coffees) and specific dicfary needs
(low-fat, ghuten free)

“Physical equipment and financial resources for catering
expansion (cash, cooking equipment, delivery services)

« Store manager to maintain day to day operations (during.
Lori/Doug phase ouf)

+ New strategy requires Lor/Doug to have a focus on the bofiom.
line as profits mean greater buyout valuation
« Expansion of catering service requies greater investment and
belief in marketing activiies
+ Increased preference on having formalized roles and
responsibilities

* Infegration of new management o fit withcore Beanz

+ Capability for an expanded catering service - capacity to
develop. produce, deliver the service cfficiently

« Capability for more formalized internal cfficiencies
(productivity and speed)

“The goals, core activities and the value proposifion needs minor
increases to make catering a main part of their strategy

« Beanz does not have an exit strategy for Doug/Loris eventual
phase out of the company.

+ Adoption of premium goods may take longer than expected duc
to the lower median income in the Charloftetown area

~ Firm is currently in a cash drain (only ~$800) and needs fo casure
that their cash injection is secure and collectible

* Lori has difficulty in finding an appropriate manager that fits
with the company’s culture/valucs

« Doug and Lori currenlty own 100% of Beanz. so their
profitability s not reported to anyone. Since new management will
come enter. fiscal responsibility is essential

« Increased complexiy of operations requires additional
formalization on roles. job descriptions. etc. which Beanz currently
Iack

+ New management buyers must fit with Beanz’s core values

“The firm lacks a formalized structure as idicated by the.
unorganized order/pick up process and vague training procedures

Conclusion: The new strategy will have new clements (above) added to the base-case Diamond-E, leading to gaps that arise and need to be
closed. It should be noted that the expansion of catering is an increased support of their already existing needs based differentiation positioning.
‘The second part of our recommendation includes a management buyout for Lori/Doug’s eventual phase out from operational work at Beanz
Refer to Exhibit O (Change Agenda) for the changes required to close the gap developed above.
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Exhibit O — Change Agenda

[ | Non-behavioural changes required Behavioural changes required Potential changes in organization

« Make catering srvice production, sales
and delivery a core activity

* Environment can be influenced by using
‘marketing (coupons, trials) to increase the
adoption of new products

~ Achieving a buyout payment siructure and
contractual payment obligation

+ Acquisition of catering cquipment and
employees

+ Acquiring catering equipment, employees
and renovation of space o put these
equipment in place

« Making the success of the catering service.
including higher revenues, market share, internal
efficiencies an important goal in the company.

~ Actively scek for a viable manager candidate
through referrals, from within, etc

« Organizational acceptance of the new manager
from all levels

+ Active focus on financial performance through
semi-weekly reviews of financial performance

+ Communication and development of formalized
roles and job descriptions at all levels of
organization

+ Doug/Lori integration of new manager through
shadowing and training provision

+ Lori and Doug will need to accept they no

longer have complete control over the business

* Betier training for cmployees fo understand
their formalized roles (c.g.. updated manuals)

« Change agent fo commminicate these changes to
the employees

« Organization should adjust to a
functional structue to focus o
efficiencies in each offering
category (food, coffee, dessert)

« Structure will include an
additional top manager

* Management processes will
change as a new manager will be
different leaders fo be in charge of
different functions of business

+ Leadership behaviour will be
‘more focused on efficiencies in the
ordering process as well as
functional roles, while maintaining
their culture of friendly service and
community involvement

Conclusion: The changes listed above are derived from the gaps that arise from implementing the new strategy. Expansion of these changes will
‘be organized through their priorities in Exhibit M (Priority Objectives) and will further be expanded within the actual action plan, Exhibit P.
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Priority Objective

Agree on Payment and
Buyout Structure

Define Roles (Behavioural)

TUpgrade Equipment and
Undergo Renovation

Increase Advertising

Priority Targets and Actions

Lori and Doug will meet with the
pastry chef to achieve a mufually
beneficial agreement that best
positions Beanz for future success
The following transitions and role
definitions will oceur

Doug — catering/delivery

Lori — store manager

Chef - assistant store manager
(shadowing Lot to slowly
transition into full time manager
Tori. Doug, and the chef will have
to make a decision on which
‘equipment to purchase, renovations
10 execute. etc. Beanz employees
will have to be trained on how to
use the new equipment and how the
senovations may affect their dutics
Management (Lori, Doug. and the,
Chef) will actively seck out
advertisement opportunities within
the community which will provide a
posifive refurn on investment

Leadership Style
Participative syle allows for
collaboration and flexibility.
which will resultin high levels of
satisfaction from both

Darective m order to
communicate expectations, fime
lines, and conduct relevant
training

Employees may be resistant to
change caused by the introduction
of new technology (cash register),
thus a directive style will be most
effective in communicating
expectations

Participative, to include input
from Lori. Doug and the pastry
chef, who are all invested into
Beanz

Pace
High level of business urgency to

‘meet capital requirements and
adopt significant behavioural

Trwill be necessary fo immediately
define new responsibilities,
however, adoption of processes

will occur gradually

The sooner upgrades and
‘expansions are made, the sooner
Beanz can meet its fofal demand.
and begin the purchase of
equipment and renovations
immediately afier reaching a deal
with the chef

Beanz should begin working on
creating relationships with
advertising venues as soon as
possible. as well as increasing
customer awareness of specialty
foods in store
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Exhibit P — Implementation Plan

30 3160 | 6190 | 911s0
Who days days days days

Draft and sign payment and buyout structure. reiavest capital LD.°C

‘Assign Doug fo catering. Lori fo store management, Cheffo LD.°C

assistant manager

Send chef on training courses fo increase management skills LD.°C

Tnplement a hiring freeze of general employees M

Fire a chef to replace the pastry chef M

Purchase new equipment M

Renovate basement M

Streamline ordering process ME

Train employees on use of new equipment

M training general E

Tatroduce signage about specialized product offerings in store

M

Seek out marketing opporunitics in fhe communiy

M

L— Lori, D — Doug. PC — Pastry Chef. M — Management, E — Employees
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