BU111—Midterm S.I. Review Session
October 8

Critical Success Factors
· Why?
· Guide strategic and daily actions
· Ensure success over time
· Promote holistic thinking
· Achieving financial performance
· Meeting customer needs
· Gaining employee commitment
· Encouraging innovation and creativity
· Building quality products and services
· Building distinct competitive advantage
How do the critical success factors of meeting customer needs and achieving financial performance affect one another? (2 marks)
· Meeting Customer Needs and Achieving Financial Performance
· Meeting customer needs achieves financial performance because…
· They are going to be happy and they are going to remain loyal and therefore, they will come back generating revenues for the company
· Financial performance achieves customer needs because…
· If you are making more profit, you will have more resources for making product for your customers and will therefore be meeting their needs
How do the critical success factors of gaining employee commitment and quality products and services affect one another?
· If employees are committed and love what they do and love coming to work, they are likely to produce quality products and services because they enjoy working for this company
· If a company provides quality products and services, people are going to want to work for them and employees will be committed to the company
Key Words
· Use proper business language
· “making money” vs. “making revenues or profits”
Diamond-E
[image: Image result for diamond e framework]
· Left side is internal analysis
· Right side is external analysis
· Double-headed arrows means everything connects to each other and they can connect both ways
· Strategy must stay within a company’s capabilities
· Principal Logic: Consistency and alignment 
· Internal consistency allows good execution
· External alignment: right strategy for the environment
Define what the 5 elements of the Diamond-E are, explaining the purpose of each of the pieces individually.
· Resources: 
· Do you have enough capital, workers, machinery, etc.
· Land, labour, capital
· Strategy: 
· What we are actually doing as a business and how are we connecting it to the environment
· A strategy helps achieve financial performance
· A strategy aligns with the environment
· Your strategy can help achieve the critical success factors
Internal  Organizational strengths and weaknesses
External  Environmental opportunities and threats

Name something in the external environment that could be considered an opportunity for the company as well as a threat for them. Explain how it could be both.
· The Canadian dollar is going down: 
· Opportunity: If the dollar is low, our product becomes cheaper to others, and therefore increases exports
· Threat: If we import supplies from the US or any other country, your costs are going to go up; value of Canadian assets will go down
· Automation could be an opportunity or a threat
· Opportunity because for companies like Uber, it could make things a lot more efficient and therefore, 
Name something in the internal organizational environment that could be considered a strength for the company as well a weakness. Explain how it could be both.
· Otterbox has a great warranty and they replace broken cases because they meet customer needs and create customer loyalty but it may take away from financial performance because the cost of giving away free cases is high
External Analysis—what is it?
· Process of scanning and evaluating the external environment
· Identifying opportunities and threats
· Firms face multiple environments
· General: Affects all businesses
· The unemployment rate affects all businesses because a high unemployment rate will decrease disposable income
· Natural disasters affect all businesses
· Specific: Affects industry participants
· If there is a shortage of wood, IKEA wouldn’t be as well off because majority of their products use wood
External Analysis—Pros and Cons
	Pros
	Cons

	Makes managers proactive
	Forecasts imperfect

	Provides information used in planning
	Rapid change

	Helps organization get needed resources
	Time consuming

	Helps organization cope with uncertainty
	

	Improves consistency and performance
	



How did each of the companies react to technological changes in the environment? Which company did a better job analyzing the external environment?
· Blockbuster: Didn’t react well to changes in technology
· They stayed the same as before and didn’t adapt to online services (streaming) and therefore they no longer exist 
· Netflix: They adapted to the influx of streaming and met customer needs and are therefore, still in business

Pick and explain one critical success factor. How did evaluating the external environment help Netflix better achieve this critical success factor than Blockbuster?
· Meeting Customer Needs: Satisfying customers’ needs and wants and being able to anticipate what they will want in the future
· Netflix achieved this critical success factor better because they recognized and anticipated the shift in demand from physical copies of movies to streaming services, and therefore, they accommodated and made changes to their company to meet these customer needs
External Analysis—how to do it?
· Look at your general environment
· PEST identifies general trends and changes
· Look at your specific environment
· Porter’s Five Forces analyzes competitive pressure; predicts industry profitability
You are head of strategy at Joe’s Java and are planning to open up a new store in the United States. Which 2 external analysis models would you use to determine if this is a good decision and what would you use them for? Give a specific example of how information discovered from each model might affect your strategy.
· PEST: Political, economical, social, and technological
· Porter’s: Determine the competitiveness and profitability of the industry
· Right answer: 
· External Analysis Models: PEST and Porter’s Five Forces
· Why: 
· Use PEST to analyze the general environment—political/legal, economic, social, technological elements and how they impact your strategy
· Use Porter’s to analyze the firm-specific environment to look directly at the industry competitors (degree of rivalry), including power of substitutes and potential entrants, also how the supply chain will affect your business by looking at buyer and supplier powers
· This information might affect moving into the new market: 
· As part of the PEST analysis, we would look at the economic factors of unemployment. If unemployment rates are very high in the US, as a result people have very little disposable income and are unlikely to buy coffee out. Therefore, you will likely adjust your strategy and not enter the US/consider other markets.
· As part of the Porter’s Five Forces analysis we would look at competitors and industry has ??
PEST
For each situation, identify the type of factor involved—P, E, S, or T? Explain if it an opportunity/threat to the business.
· You are the CEO of Canada Goose outerwear, the government recently put in a regulation that no goose feathers can be used in consumer products due to the health risks they bare.
· Political—Laws or regulations…
· Threat
· You are the CEO of Timber Co., a company that exports a great deal of timber from Canada to the US. The Canadian dollar recently appreciated to an all-time high relative to the US dollar.
· Economic—Exchange rates…
· Threat
· You are the CEO of a company that manufactures plastic grocery bags. Consumers today seem to have an attitude that single-use plastic is bad for the planet and value sustainability.
· Social: Is it a custom, value or attitude? In the case, it is the values of a customer and their attitude towards saving and/or helping the environment
· Threat
· You are the CEO of a cat little company and you noticed that people seem to be online shopping for pet products now more than ever. Identify the type of factor involved—P, E, S, or T? How could your management preferences make this situation an opportunity? How could your resources make this situation a threat? *Hint  think Diamond-E
Porter’s Five Forces
· Rivalry/Competition in the middle
· Bargaining power of suppliers
· Bargaining power of buyers (customers)
· Threat of new entrants
· Threat of substitute products
· Horizontally Bargaining power of supply chain
· Vertically  Threat of competition
Rivalry of Existing Firms
· Most powerful of five forces
· High rivalry can result in lower sales volume, higher marketing costs, and price competition amongst competitors


Factors Contributing to Rivalry
	Factor
	Description
	Example

	Low industry growth rates
	If the industry isn’t growing quickly, competitors may try to source their growth from you share of the market
	Ex. soup industry, grocery store industry

	Low consumer switching costs
	Customers will be able to choose your competitors product at no added cost
	Ex. shampoo

	Perishable/commodity products
	When products are perishable, competition intensifies as rivals try to sell their product while it’s still good
	Ex. grocers, St. Jacobs Farmers’ Market

	High exit barriers
	Companies may want to leave the industry but have difficulty doing do or recouping investment, so may stay in and continue competing 
	Ex. car manufacturers



Solutions to Rivalry
	Solution
	In simpler terms…

	Acquisition of competitors
	Be a sponge…absorb your competition

	Create or increase customer switching costs
	



Potential Entrants
· Currently outside of the industry looking to get in
	Factor
	Description
	Example

	No regulations or government policy
	Nothing legally standing in a new business’ way of opening up
	Ex. how easy it is to open a liquor store?

	Lack of capital intensity or economies of scale
	Your industry is protected from new entrants when there is a significant disadvantage to starting small
	Ex. UPS, Fedex

	Lack of specialized assets/networks/knowledge/tech
	Specialized assets that not everyone can easily obtain creates a huge barrier to entry
	Ex. aerospace parts and products manufacturing

	Low switching costs
	Does not cost your pre-existing customers anything to jump ship to a new competing product and they are not attached to you brand
	Ex. a new brand of milk



Solutions to New Entrants
	Solution
	In simpler terms…

	Grow to achieve scale
	Be so big that they don’t even try to enter

	Control distribution network
	Lock in your sales locations

	Lobby the government
	Ask the government to make rules about who can enter

	Differentiate and create brand loyalty and identity
	Stand out from the crowd by creating a brand customers love

	Lock customers in
	Give them something that they can’t bear to leave



Substitutes
· Products/services that do a similar job to your own
· Creates a price ceiling, increases your marketing costs 
Factors Contributing to High Power of Suppliers	
	Factor
	Description
	Example

	Low number suppliers
	Limited options of where you can get your supplies from—your bargaining power goes down
	Ex. airlines

	Few good substitute suppliers/inputs
	If switching to a substitute supplier will reduce your product quality, this negatively affects your bargaining power
	Ex. cotton vs. polyester

	
	
	

	
	
	



Copy notes from pictures
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