Lecture: 7

Strategy and Strategic Management

Foundations of Strategic competitiveness:
· Basic concepts of strategy:
· Competitive advantage 
· Sustainable competitive advantage
· Strategy
· Strategic intent
· Strategic management
· Environments and competitive advantage:
· Monopoly:
· Only one player and no competition
· Creates absolute competitive advantage
· Oligopoly:
· Few players not directly competing against each other
· Long-term competitive advantage in defined market segment
· Hypercompetition:
· Several players directly competing against each other
· Any competitive advantage is only temporary

Strategic Management Process
· Strategy formulation
· Process of creating strategy
· Involves assessing existing strategies, organization, and environment to develop new strategies and strategic plans capable of delivering future competitive advantage
· Strategic question for strategy formulation
· What is our business mission?
· Who are our customers?
· What do our customers consider value?
· What have our results been?
· What is our plan?
· Strategy implementation
· The process of allocating resources and putting strategies into action
· All organizational and management systems must be mobilized to support and reinforce the accomplishment of strategies
· Essential tasks for strategy implementation
· Identify organizational mission and objectives
· Assess current performance vis-à-vis mission and objectives
· Create strategic plans to accomplish purpose and objectives
· Implement the strategic plans
· Evaluate results; change strategic plans and/or implementation processes as necessary 
· Analysis of mission
· The reason for an organization’s existence
· Good mission statements identify:
· Customers
· Products and/or services
· Location
· Underlying philosophy
· An important test of the mission is how well it serves the organization’s stakeholders
· Analysis of values
· Organizational culture
· Analysis of objectives
· SWOT
· Analysis of industry and environment
· Assessment of macro environment
· Technology
· Government
· Social structures and population demographics
· Global economy natural environment
· Analysis of industry environment
· Resource suppliers
· Competitors
· Customers

Strategies Used by Organizations
· Strategic forces to be examined in conducting an industry analysis
· Industry competitors
· New entrants
· Suppliers
· Substitute products

· Growth and diversification strategies
· Growth:
· Seek an increase in size and the expansion of current operations
· Types of strategies:
· Concentration 
· Diversification
· Related
· Unrelated
· Vertical
· Restructuring and divestiture strategies:
· Readjusting operations when an organization is in trouble
· Retrenchment
· Correcting weaknesses by making changes to current operations
· Liquidation
· Restructuring
· Downsizing and rightsizing
· Restructuring through divestiture
· Global strategies
· Globalization strategy
· World is one large market; standardized products and advertising as much as possible
· Ethnocentric view
·  Multidomestic strategy
· Customize products and advertising to local markets as much as possible
· Polycentric view
· Transnational strategy
· Balance efficiencies in global operations and responsiveness to local
· Markets
· Geocentric view
· Cooperative strategies
· Strategic alliances – two or more organizations partner to pursue an area of mutual interest
· Types of strategic alliances
· Outsourcing
· Supplier
· Distribution
· E-Business strategies
· Strategic use of the internet to gain competitive advantage
· Popular e-business strategies
· B2B
· B2C
· Web-based business models
· Brokerage
· Advertising
· Merchant
· Subscription
· Infomediary
· Community

Opportunities for Achieving Sustainable Competitive Advantage
· Cost and quality
· Knowledge and speed
· Barriers to entry
· Financial resources

· Porter’s generic strategies for gaining competitive advantage
· Differentiation 
· Cost-leadership
· Focused differentiation
· Focused cost-leadership
· Portfolio planning approach
· Designed to help managers decide on investing scarce organization resources among competing business opportunities
· Useful for multi-business or multi-product situations
· BCG Metrix
· Ties to strategy formulation analysis of business opportunities according to:
· Industry or market growth rate
· Low vs. High
· Market share
· Low vs. High 
· Types of adaptive strategies:
· Prospector strategy
· Pursing innovation and new opportunities in the face of risk and with prospects for growth
· Defender strategy
· Protecting current market share by emphasizing existing products and current share without seeking growth
· Analyzer strategy
· Maintaining stability of a core business while exploring selective opportunities for innovation and change
· Reactor strategy
· Merely responding to competitive pressure to survive

Development of Strategies
· Incrementalism
· Modest and incremental chances in strategy occur as managers learn from experience and make adjustments
· Emergent strategies
· Develop progressively over time in the streams of decisions that managers make as they learn from and respond to work situations

Current Issues in Strategy Implementation
· Strategic planning failures that hinder strategy implementation:
· Failures of substance
· Inadequate attention to major strategic planning elements
· Failures or process
· Poor handling of strategy implementation
· Lack of participation
· Goal displacement 
· Corporate governance
· Strategic leadership
· Critical tasks of strategic leadership
· Be a guardian of trade-offs
· Create a sense of urgency
· Ensure that everyone understands the strategy
· Be a teacher 
· Be a great communicator
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