Strategic M anagement
and the Entrepreneur




Strrategic IVl anagement

m Crucial to building a successful business.

B | nvelves developing a game plan to guide a
company asit striveste accomplish Its
mission, goals, and objectives, and to keep it
on itsdesired course.
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s Strategic Planning Really Trhat
important?

m Study of 500 small companies:
¢+ One of the most significant factorsin
distinguisning growing companies from
those in decline: use of a written business
plan.

m Another study:

* Only 12% of small companies had a long-
range plan in writing.




Strfategic Vi anagement and
Competitive Edge

m Developing a strategic plan iscrucial te
creating a competitive advantage, the
aggregation of factorsthat sets a company.
apart from its competitors and givesit a
Uunigque position In the mar ket.

m Example Curtis Universal Joint ’tgi "
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Strrategiic VMianagement Process

Stiep 1 Develop avision and transiate it into a
mission statement.

Step 2: Define core competencies and target
market and identify desired market position.

Step 3: Assess strengths and weaknesses.

Step 4. Scan environment for opportunities
and threats.

Step 5: Identify key success factors.




Strrategiic Mianagement Process

(continued)

Step 6: Analyze compeétition.
Step 7: Create goals and objectives.

Step 8: Formulate strategies.

Step 9: Translate plans into actions.
Step 10: Establish accurate controls.




Step 1: Developa Vision and
Createa Mission Statement

m \/ision — an expression of what an
entrepreneur stands for and believesin.

m A clearly defined vision:
¢ Providesdirection

¢ Determines decisions
+ Motivates people




Step 1: Develop a Vision and
Create a Mission Statement

m Addresses question: “\What business arewe
In?”
m [ hemission Isawritten expression of how

the company will reflect the owner’svalues,
beliefs, and vision.

m [ hecompany’s mission depicts its character,
Identity, and scope of operation in enough
detail to distinguish the company in the
mar ketplace.




Step 2; Define Core Compeiencies
andl Miarket Poesition

m Company must defineits set of core
competenciesthat enable it to serve
customers better than rivals.

m Core Competencies—a unigue set of

capabilities a company developsin key
operational areasthat allow It to vault past
competitors.

¢ They are what a company does best.

* Best to rely on a natural advantage (often
linked to the company’s size).




Step 2: Define Core Competencies
andl Miarket Position

m Market segmentation — carving up the mass
market into smaller, more homogenous units
and then attacking certain segments with a
specific mar keting strategy.

m Proper positioning — creating the desired
Image for the businessin the customer’s
mind.




Step 3: Assess Company. Strengths
and \Weaknesses

m Strengths

» Pogitiveinternal factersthat
contribute to.accomplishing the
mission, goals, and olj ectives.

m \Weaknesses

+ Negative internal factorsthat inhibit
the accomplishment of the mission,
goals, and objectives.




Step 4: Secan for Opportunities
andl Trhreats

m Opportunities

» Pogitive external fiactorsthe company can
employ to.accomplish its mission, goals, and
obj ectives.

B [ hreats

+ Negative external factorsthat inhibit the firm’s
ability to accomplish its mission, goals, and
obj ectives.




Step 5: | dentity Key Success
[Eactor’s

m Key success fiactors:
relationships between a
controllable variable and a
critical factor that influence a
company’s ability to compete
In the market.

Thekeysto unlocking the
secrets of competing
successfully in a particular
mar ket segment.




Step 6: Analyze Competitors

Analyzing key competitors allows an entrepreneur
lo:

¢ avold surprises from existing competitors new
strategies and tactics.

¢ [dentify potential new competitors and the
threatsthey pose.

¢ Improve reaction timeto competitors actions.
¢ anticipaterivals next strategic moves.




Step 6: Analyze Competitors

Techniguesthat donet require unethical
benavior:

» Moniter Industry and trade publications.
¢ Talk to customers and suppliers.

+ |isten to employees, especially sales representatives
and purchasing agents.

¢+ Attend trade shows and conferences.

¢ Study competitors’ literature and “benchmark” their
products and services.

¢ Get competitors’ credit reports.
¢ Check out thelocal library.

¢ Usethe World Wide Web to learn mor e about
competitors.

¢+ Visit competing businesses to observe their operations.




Knewledge VIianagement

m [ he practice of gathering, organizing, and
disseminating the collective wisdom and
experience of a company’ s employeesfor the
puUr pose of strengthening its competitive position.

m Knowledge management involves:

¢ Taking inventory of the special knowledge the people
In the company POSSess.

¢ Organizing that knowledge and disseminating it to
those who need It.




Step 7: Create Company Geals
and Objectives

m Goals— broad, long-range attributesto be
accomplished.

m Objectives— more detailed, specific targets of
performancethat are SM.A.R.T.

¢ Specific
» Measurable | 4l

¢ Attainable ~>>
* Realistic (yet challenging) G
¢ Timely




Step 8: Formulate Strategies

m Sirategy —a “road map” to guidethe company
through a turbulent environment asit seeksto
fulfill' its mission, goal's, and objectives. |t isthe
company’ s game plan for winning.

m [ hreebasic strategies:

Cost leadership
Strategy?

Focus




Three Strategic Options

Competitive Advantage

Uniqueness Per ceived Low Cost
by the Customer Position

Differ entiation

Differentiation
Fo




Cost |- eadersaip

m Goal: to bethelow-cost proeducer In the
Industry (or market segment).

m | ow-cost leaders have an advantage in
reaching buyerswho buy on the basis of price,
and they have the power to set the industry’s
pricefloor.

m Workswell when:
¢ puyers are sensitive to price changes.

¢ competing firms sall the same commodity products.
¢ a company can benefit from economies of scale.




Differ entiation

m Company seeksto build custemer loyalty by
positioning Its goods or servicesin a unigque or
different fiashion.

m |deaisto be special at something customers
value.

m Key: Build basisfor differentiation on a
distinctive competence, something that the
small company Is uniquely good at doing in
comparison to its competitors.




Focus

m Company selects one or more cusiomer
segmentsin a market, identifies customers
special needs, wants, or interests, and then
targetsthem with a product or service designed
specifically for them.

m Strategy builds on differences among mar ket
segments.

m Rather than try to serve the total market, the
company focuses on serving a niche (or several
niches) within that market.




Step 9: Transate Strategies
Inte Action Plans

m Create proj ects by defining:
¢ Purpose
s Scope
¢ Contribution
* Resource requirements
¢ Timing




Step 10: Establish Accurate Controls

m [he plan establishesthe standards against
whiich actual perfermance s measured.

m Entrepreneur must:

¢ [dentify and track key performance
Indicators.

¢ Take corrective action.
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Balanced Scor ecards

= A sef of measurements unique te a company
that Includes both financial and oper ational
measures

m Glves managers a quick, yet comprehensive,
picture of a company’soverall performance.




Balanced Scor ecards

m Four Perspectives:
¢ Customer: How do customer s see us?
¢ | nternal Business: At what must we excel ?

* | nnovation and L earning: Can we continue
to Improve and create value?

¢ Financial;: How do we look to shar eholder s?




