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➢ The task of strategic manner is to manage the strategy 
making process:- 
 

 

 

 

 

 

 

Process

Formulation 

of a strategy

Strategy 

implementa-

tion

Strategy 

evaluation

Control

2. STRATEGIC ANALYSIS AND 
STRATEGIC PLANNING
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➢ ANALYSIS OF BUSINESS ENVIRONMENT :- 
 

 

 
 

 

➢ LAYERS OF BUSINESS ENVIRONMENT:- 
 
 

 

 

  

Business 

environment :

• Events

• Influence

• Conditions

Survival & 

threats:

• Hostile shift in 

market demand

Environment 

provides:

• Opportunities

• Threats

Manages:

• Anticipate

• If possible 

influence              

(Environment 

change) 

The organisation

Competitors and 

markets.

Industry or 

sectors.

The macro 

environment.
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➢ CHARACTERISTICS OF BUSINESS ENVIRONMENT:- 
 

 
 

 

 

 

 

 

 

 

 

 

Complex

• Various events+ influence + conditions from various sources 

interact with each other to create entirely new influences.

Dynamic

• Continuously changing

• Why? a large no. of factors continuously influence environment's 

character & shape.

Environment

is multi faceted

• Perception of the observer is very important to determine shape 

& character of environment 

• Each observer perceives the environment in a different ways.

Environment has 

for reaching 

impact

• Huge impact

• Underpins - Growth - Profitability.
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➢ PESTEL FRAMEWORK:- 

 

• It includes macro environmental factors. 
 

 

  

➢ INDUSTRY AND SECTORS:- 
 

 
 

Political

Economic

Social

Technological

Environmental

Legal

It is a group of firms producing same principle product or service .

Such products & services are close substitute of each other.

A companies close competitors serve the same basic customer needs . e.g., Nike , Adidas.

Closely related industries together form sectors. 

e.g., film industry +  music industry  + drama industry = entertainment sector.
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➢ VALUE CHAIN :- 
 

Firm infrastructure 

Human resources management 

Technology development 
Procurement 

Inbound 

LogisƟcs 
OperaƟons 

Outbound 

logisƟcs 

MarkeƟng  
And sales 

Service 

 

  

 
 

• For a manufacturing company – primary activities :- 

 

It describes categories of activities - within & around - make product and services

This was developed in relation with competitive strategy by porter.

A company is a chain of activities that transforms input into output.

Transformation process  - primary and secondary.

Support activities will improve effectiveness & efficiency of primary services.

Inbound 

• Receive, 

store & 

distribute 

input to 

product & 

services

• Includes 

material 

handling, 

transport, 

stock 

control 

Operations

• Transform 

input into 

output e.g., 

packaging, 

assembling

, testing.

Outbound

• Store & 

distribution 

of product 

to 

customers. 

e.g., 

warehousi

ng, 

transportat

ion & 

distribution

Marketing & 

sales

• A customer 

is made 

aware of 

the 

product & 

services.

Service

• It enhances 

or maintain 

the value 

of product 

or service. 

e.g., 

installation, 

repair.

M
argin                    M

argin        
Support 

AcƟviƟes 

Primary acƟviƟes 
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➢ PORTER’S FIVE FORCES FRAMEWORK:- 

 

 

 

  

 

It is a framework for analysing competition of a business.

It studies competitive intensity & attractiveness of an industry.

Unattractive industries → 5 forces →  profitability
( Pure competitive industry)  

You always get →  normal profit

Framework →  Harward business review, 1979.

Threat Of New Entry

• Time & cost of enemy

• Specialist knowledge

• Economies of sale

• Cost advantages

• Barriers of entry

Threat of substitute

• Substitute performance

• Cost of change

Supplier power

• Number of suppliers

• Size of supplier

• Uniqueness of supplier

• Your ability to substitute

Buyer power

• Number of customers

• Size of customer

• difference between competitors

• ability to substitute

Competitive 

Rivalry

-Number of 

competitors

-Quality difference

-Other Difference

- customer loyalty
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• Points necessary to consider :- 
 

 

 

  

➢ VRIO FRAMEWORK:- 
 

• The VRIO framework, as given by Barney. 
• It helps to evaluate its competencies of an organisation. 

 

 

 

 

  

Use at SBU level due to diversity in operation and market.

A snapshot is not useful , it is important to describe the force and how to 

counter them in future.

Forces may change abruptly  due to changes in macro environment. 

Forces are independent of each other but sometimes change in may 

trigger change in them. 

Competitive behaviour not only means accommodating forces but also 

disrupting them.

Value Rareness Imitability Organisation
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➢ SWOT ANALYSIS:- 

• It is useful for decision marketing process and evaluation of strategic 
position. 

 

➢ STEPS IN SWOT ANALYSIS:- 
 

 

➢ DRAWBACK OF SWOT:- 

 
 

 

Setting 

Objectives & 

Goals

Identify SWOT
Maximize 

Strength

Maximize 

Opportunity 

Minimize 

Weakness

Minimize   

Threats

Formulate 

Strategies

It is hard  to segment opportunities and threats. 

Confusion between strength and opportunities , weakness 

and threats.

There is a very long list of S ,W, O, T importance & more 

relevant.

Its easier to make a list but aligning the objective with it is 

very challenging.

General tools →  SWOT better tools can be used.
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➢ PORTFOLIO ANALYSIS:-  

 

 
 

 

 

➢ OBJECTIVE OF PORTFOLIO ANALYSIS:- 
 

 
 

 

It analyses portfolio of product or business units for the best possible returns.

Acquisitions and diversities will add more shareholder value as compared to passive 

business.

Portfolio

Business Product & Services Markets

Objective of 

portfolio 

analysis

Develop 

strategies

A business to be 

intended

Business to be 

retained
New business

Analyse 

business & 

allocate 

resources

Aim at growth 

& profitability
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➢ ADVANTAGES OF PORTFOLIO ANALYSIS:- 

 

  

➢ LIMITATIONS OF PORTFOLIO ANALYSIS:- 
 

 

  

 

Analyses the 

business and 

allocation of 

resources of 

business setting 

object.

Management 

judgement 

supplemented 

by internally 

oriented data.

Raises issue of 

cash flow 

avaibility in 

expansion & 

growth.

Graphic 

depiction 

facilities 

communication.

Defining market segments is difficult

Standard strategies miss opportunity

It can be felt that it has scientific rigour but in reality it is based on subjectivity.

It values taken terms such as cash flow & that can lead to self fulfilling proprieties.

It's not easy to determine what's make to attractive & life cycle of product.

If portfolio models are use appropriately reduces corporate profit significantly.
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➢ BCG MATRIX :- 

 

 

 

 

 

 

 

 

 

 

 

 

Relative Market Share= Firm′s market share ( or revenue)Largest Competitors market share ( or revenue) 
 

 

➢ ADVANTAGES OF BCG MATRIX:- 
 

 

 

 

 

 

Helps in 

defining 

various 

business

Helps in 

identify 

financial 

demand of 

each business

Stars usually 

becomes cow 

eventually

Cash cows 

should not 

board profits, 

its profit must 

be reallocated 

to other 

product or 

business

RelaƟve Market Share 

M
ar

ke
t g

ro
w

th
 

QuesƟon mark Star 

Dogs Cows 
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➢ DISADVANTAGES OF BCG MATRIX:- 
 

 

 

  

➢ STAGES IN STRATEGIC PLANNING:- 
• STEP  ONE: 

 
 

 

 

Market share may not 

correctly define 

profitability of business

There is a capital market 

assumption which 

assume that money can't 

be raised through 

external resources.

It is unkind to animal like 

cash cows & dogs for 

example distinct or 

liquidate. however dogs 

can be rewalk and 

profitable.

•Functioning is to have a mission statement

•Which statement provides a framework 
within which strategies may be formulated.

•Companies of mission statement:

• 1. statement of a desired future state.

• 2. vision

• 3. key value to be committed in.

• 4. statement of major goals.

Select the corporate mission & 

major corporate goals

• That will affect how organisation pursue its 

mission.
Analyse the external competitive 

environment for opportunities & 

threats
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• STEP  TWO = THE FEEDBACK LOOP:  

 

 
 

 

➢ ALTERNATIVE STRATEGIC PLANNING :- 
 

 

  

 

• Focus is on renewing resources, capabilities  

& competencies. 

• Based on strengths & weaknesses use 

generate a service of strategic choices.

Internal competitive 

environment for strength & 

weakness

• Correct strategies creates & sustain.

Select strategies

• Selected strategies must be put into action 

for competitive advantages for profitability.

• Implementation will require action at all 

level corporate, business, functional level.

Implementation of strategies

It is a never ending loop.

It is use for monitoring the strategic goal & objective are achieve and

competitive advantages sustained execution of strategy.

Planning is rational & 

highly structure 

indicated & process 

by top management.

Criticised for-

1. Dynamic real 

world

2. Role by lower 

management in SM

3. Many successful 

strategies are result 

of serendipity 
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1. SENARIO PLANNING :- 
 

 

 

2. DECENTRALIZED PLANNING:- 
 

 

A strategic planning may fail over a long period of time as a future is 

completely unpredictable.

What if a scenario - Optimistic, Pessimistic.

Indicator can be used as a signs post to track trends & identify probability 

of a scenario coming to pass.

Managers can understand dynamic & complex environment.

Things about problems in a strategic fashion & generate a range of 

strategic options that might be pursued under different circumstances.

Suitable for large organisation.

This is very traditional approach it also means ivory too 

approach & strategies planning done by top manager.

Which may do more harm.

What can be done ?

Encompass managers at all level.

Planning should be decentralized.

Corporate level → facilities to middel & lower 
management. Major strategic goals + arrange 

necessary resources.
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➢ TECHNIQUES OF IMPROVING DECISION MAKING :- 
 

 

 

Mechanism for identifying strategic alternatives

• Brain storming session                      Place is decided first 

• Special meeting

• 1. identifying alternatives

• 2. Merits & demerits of each select the best alternatives.

• Outside consultants - Engage a TPC in strategic planning.

• Joint meeting - Internal management + Outside management. 

Devil's 

advocacy

• Critical analysis of plan

• One member devil's advocate.

• Point out all reasons to make that proposal unaccepted.

Dialectic 

inquiry

• A move complex

• Plan & counter plan.

• Reflect possible but conflicting course of action.

Outside view

• Taking reference from past experiences & decision for evaluation.

Group think

• A course of action , without questioning underlying assumption.

• A group unites around a person or policy.

• This is more emotional rather than objective.

• It filter out the information that question the policy.


