MNG3702: Strategic Implementation


Learning unit 1: Introduction to strategy implementation
TRANSLATING LONG-TERM OBJECTIVES INTO ANNUAL OBJECTIVES
FUNCTIONAL STRATEGIES AND TACTICS IN STRATEGY IMPLEMENTATION

Strategy deployment 
Aligning organizational units with strategic direction 
Corporate, business & functional dimensions all need to be aligned & support eachother for success
Mobilization: corporate, business & functional dimensions are awakened & kept moving until they find their place 
Strategic plan = cup that provides structure 
Strategy deployment = act of filling the cup with whatever is needed 
Aligning individual behavior with strategic direction
5 tools:
1. Recruitment process: employ people that support the companies direction 
2. Training & development: knowledge, skills & attitudes of employees match the direction of the business 
3. Policies & procedures: changes might need new policies to replace old ones 
4. Cascading objectives: used as a framework for setting objectives lower down the organization 
5. Reward systems: tailored to reward behaviors & achievements and support strategic direction 
Strategic initiatives 
↘ key projects focused on achieving specific objective or improving performance in order to achieve a performance target 
	Enablers of strategy deployment 
SD is underpinned by 3 enablers: 
Communication of strategy
4 main objectives:
I. Ensure everyone knows what the strategy is & how it will affect them 
II. Resolve ambiguity & uncertainty 
III. Explain assumptions & judgements that were made during the analysis process & explain decisions made 
IV. Ensure coordination 
Ability to learn & adapt
Strategic direction is developed, implemented & repeatedly and continuously modified in response to changes in environment 
Success comes from having necessary discipline to change when it’s not working & change the strategy without abandoning the vision of the business 
Experimenting is a key to making adjustments successful 
3basic components: 
a) Conducting the experiment 
b) Studying the success or failure of the experiment 
c) Transferring lessons learnt to the business 
Allocation of resources 
When requesting funds, business must take the following into account: 
· Extent to which the proposed resources contribute towards the mission & objectives 
· Extent to which they support strategic direction & key initiatives 
· Risk associated with the proposal 
ORGANISATIONAL CULTURE AND LEADERSHIP IN STRATEGY IMPLEMENTATION
Organizational culture 
↘ collection of values & norms shared by people & groups who work together 
Culture can be conceived by different layers:
· Values: Beliefs, traits & behavioral norms that management has determined should guide the pursuit of its vision & mission 
· Beliefs: reflect someone’s sense of what ought to be & can typically be discerned in how people talk about issues
· Behaviors: day-to-day ways the business operates
· Taken-for-granted assumption: when a solution to a problem works repeatedly & gets taken for granted 
*pg198* example!
OC serves important functions in an organisation that include serving:
· the vision and strategy of the organisation
· the means through which to attain strategic objectives
· an individual’s role orientation
· quality assurance
· common language and effective communication
· the means for corrective actions and interventions.
Strategic leadership
[image: ]Leaders of organisations play a critical role in ensuring that their organisations pre-emptively and successfully adapt to dynamic and changing environments. Leadership occurs at all levels of an organisation, but top-level executives are ultimately responsible for the success & sustainability of the organisation. 
Leaders: people able to influence others and who possess managerial authority. Leadership is about influencing the behaviour of other people. To be successful, top-level executives need to demonstrate strategic leadership (think strategically; be emotionally intelligent; have a range of behaviours at their disposal and have the wisdom to apply the right combination of behaviours at the right time)
Good strategic leaders have the following characteristics: 
· Vision, eloquence, consistency 
· Articulation of the business model
· Commitment 
· Being well informed
· Willingness to delegate and empower
· Smart use of power
· Emotional intelligence 

The following six principles allow for better understanding of the skills required to be a strategic leader and how these skills can be mastered in a way that allows strategic leaders to think strategically and navigate the unknown effectively. 
I.	Strategic leaders are future orientated and anticipate change 
A leader needs to look beyond the present and anticipate change to help them see opportunities before competitors do. Effective leaders are constantly scanning the environment and are focused on uncovering opportunities inside and outside the organization. They consider the complex and unpredictable nature of the future and develop broader networks to gain insights into the perspective of customers, competitors and partners. Leaders know the importance of formalizing the collection, analysis, interpretation and dissemination of market and business intelligence (learning skills can be developed to identify and take advantage of opportunities). Active participation and leadership is required to find out what works and recognize achievements of performers and reward those who come up with innovative ideas and practices. 
II.	Strategic leaders get things done 
Strategic leaders implement the best solutions to make a difference, they talk about what they might do and do it. 
Actions are based on careful reflection and examination of a problem through many lenses. 
III.	Strategic leaders open new horizons 
To uncover possibilities beyond the mundane and open new horizons and directions for their firms, strategic leaders are expected to look beyond the obvious to see patterns, interpret different events and synthesize various outputs to gain new insight. These leaders will work with all stakeholders and understand how their work interweaves with that of their colleagues and relevant stakeholders to create opportunities for innovative practice. Opening new horizons means helping others see beyond established orthodox means and experimenting with new, exciting and more effective ways of meeting customer needs. 
IV.	Strategic leaders reach out to stakeholders 
Strategic leaders value the input of stakeholders and understand their importance when it comes to implementing new strategies so they use proactive communication and frequent engagements to build trust and get their support. They are sensitive to different cultures and cross-cultural issues, and respectfully confront issues and have perspectives that may differ from dominant thinking. Strategic leaders need to be skilled at managing conflict positively and at framing dynamic relationships in ways that are productive. 
V.	Strategic leaders are fit to lead
Strategic leaders are confronted by various obstacles and environmental changes that pose threats and risks for the firm. These changes create increased levels of anxiety and stress so to deal with this they need to be flexible, reliable and resourceful. Being fit to lead is also about being mentally prepared to exploit opportunities which arise expectantly, to cope with uncertainty and make things happen with limited resources. Strategic leaders need to manage their physical and mental wellbeing. 
VI.	Strategic leaders do the ‘next’ right thing and learn from experiences 
Strategic thinkers need to insist on multiple options and should not get locked into simplistic yes/no choices. They recognize the importance of balancing precision with speed, consider the tradeoff involved and take both short and long term goals into account. Successful leaders recognize the importance of organizational learning and consider lessons learned from both successful and unsuccessful goals to be important for future decisions. 

ORGANISATIONAL STRUCTURE AND STRATEGY IMPLEMENTATION
Organisational design: process of deciding how an organisation should create, use and combine organisational structure, control systems & organisational culture to pursue its business model and long-term objectives. 
Organisational structure: the means through which a company assigns employees to specific tasks and roles and specifies how these tasks and roles are linked together to increase efficiency, quality, innovation & responsiveness .
The purpose of organisational structure is to coordinate & integrate the efforts of employees at all levels − corporate, business and functional – and across an organisation’s functions and business units so that all levels work together in a way that allows the organisation to achieve its long-term objectives. 
Structures traditionally adopted by organisations, depending on their specific requirements:
Simple organisational structure- includes an owner & a few employees, in which management tasks, responsibilities and communication are highly informal.
Functional organisation structure- necessary to have different people handling different tasks (marketing, finance, operations), thus working in functional groups which are relatively more formal and require formal planning, organisation, coordination and control.
Divisional structures- occur when an organisation diversifies its product or service lines, and serves a number of geographic areas and heterogeneous customer groups, resulting in functional structures becoming inadequate. 
Matrix organisational structures- characterised by dual channels of authority, performance responsibility, evaluation and control, and are largely adopted by large, project-oriented organisations. 

POLICIES, SYSTEMS AND PROCEDURES IN STRATEGY IMPLEMENTATION
Policies: specific guidelines, methods, procedures, rules, forms and administrative practices established to support and encourage work toward stated goals
Policies are characterised by setting boundaries, constraints and limits on all kinds of administrative actions. They clarify what can and cannot be done in pursuit of an organisation’s objectives, simplify decision-making, and promote delegation of decision-making to appropriate managerial levels. Policies can either assist or block good strategy implementation.


RESOURCES AND CAPABILITIES IN STRATEGY IMPLEMENTATION
An organisation’s strategy will require either to exploit existing capabilities, or to explore and develop new capabilities, or to do both. A new strategy will undoubtedly require additional resources and capabilities − or a reallocation of current resources from existing low-opportunity activities to new, potentially high-opportunity activities and strategic priority areas. Planning and budgeting for additional resources and capabilities must occur early in or concurrently with the strategy formulation process. 

Resources and capabilities 
	Resources 
Resources are grouped into 5 categories:
A. Financial capital: organizations ability to generate funds, internally or through loans & investments 
B. Physical capital: operational & manufacturing equipment, location & access to raw materials 
C. Human capital: knowledge, management & employee insight, intellect, relationships, training & experience
D. Organizational capital: reporting structure & management, planning, coordinating, controlling & networks
E. Technological capital: ICT systems 
Tangible resources 
These are physical, observable, quantifiable assets, equipment, money, structures, technology & patents. Can also be any of the above 5 
		Intangible resources
Are subsets of the strategic resources of an organization & includes knowledge, intellectual-human-structural-customer-organisational-innovation & process capital
3 types:
1. Human resources – knowledge, trust, managerial capabilities
2. Innovation resources – ideas, scientific capabilities, capacity to innovate
3. Reputational resources – brand name, reputation, perceptions, reliability 
The human resources are the source of knowledge& this can be a valuable contributor to CA and uniqueness. But some knowledge is public (private knowledge is valuable) Can be explicit or tacit 
↘ can be taught and conveyed with ease 
↘ gained through experience, insight and intuition & is difficult to share 
	Capabilities 
↘ Organization specific clusters of activities developed through complex interactions between tangible & intangible resources over time & reflect what an organization excels at compared to others (what can be done very well)
Characteristics: ●valuable across various products & markets ● embedded in routines ● tactic 
Dynamic capabilities: geared towards effecting & driving organizational change – essentially strategic & define the firm’s path of evolution & development 
(absorptive capacity – ability to acquire, assimilate & use external info)
Carefully developed capabilities form the basis of competitive advantage & are primary differentiators of organizations from their competitors 
	Core competencies 
Distinctive capabilities
↘ Capabilities that distinguish an organization from others in the industry & form the basis of its competitive advantage, strategy & performance 
Involves the combination of various resources & capabilities and development takes place over a long period of time and is a process of accumulation & learning how to use a unique combination of resources & capabilities
Their complex coordination, integration & harmonization across production skills, technologies & capabilities make core competencies hard to imitate 

Appraising the value of resources 
	Value (V)
↘ implies the ability of the firm to transform a resource into a P/S at a lower cost or with a higher value to the consumer 
Capabilities are valuable when they enable an organization to implement a strategy that improves efficiency & effectiveness 
It must either ↑ efficiency of inputs/outputs or ↑ a firms revenue OR ↑ effectiveness 
	Rarity (R)
↘ valuable resource that a firm owns that other firms do not – generally not available in the open market 
	Inimitability (I)
↘ are valuable, unique & complex resources (reputation, networks, knowledge, corporate culture, skills, and client trust)
Imitation by competitors is prevented if:
· they do not understand the reason for the success
· they do not have the same unique historical conditions 
· the cause of effectiveness is uncertain due to social complexity 
Organization (O)
The firm’s structure & systems should be suitable for a specific competitive advantage 
If a firm cannot be geared to exploit a resource – it will have little value 

The resource-based view 
↘ a model for analyzing the internal strengths & weaknesses of the organization in terms of resources and linking them to the opportunities in the external environment 
It determines where the firm can build CA, superior performance & customer value 
NB considerations for assessment are:
· 
· strategic direction as conveyed in the vision, mission, purpose & values 
· key internal stakeholders (managers-experience, strength, management style)
· owners
· operational issues (issues, assets, location) 
· type & level of employees & culture of the organization 

Resources & capabilities are determined by the value chain activities of the organization, including:
· 
· supply chain & operational  management 
· financial management 
· research development 
· people management 
· marketing management 
· intangible resources (reputation, patents, brand names, networks)

Some limitations have been identified:
· it has not yet been tested & proved empirically 
· it doesn’t address how to ↑ profitability OR develop further CA
· lack of future orientation & ability to differentiate between valuable and less valuable resources result in lack of predictability 

Identification of capabilities & core competencies to create value 
Identifying & assessing will enable the organization to determine the following:
· how the components of its value chain add worth to its performance 
· how resources & capabilities contribute to CA
· how good its financial performance is compared to competitors 
· how customers & employees benefit from it 
5 stages of strategy formulation & resource based view of strategy are as follows:
1. 
2. Identify & class the firms resources
3. Identify the capabilities of the firm 
4. Appraise the rent generating potential 
5. Select a strategy that exploits the resources 
6. Identify the resource gaps 

Classification of capabilities & core competencies according to the functional areas of an organization 
Example: 
Marketing function: brand management, reputation for quality 
Sales function: customer service, sales promotions 
Corporate functions: financial control, management development, international management 
Management info function: linking a comprehensive, integrated management info system with decision making 
Operations function: continuous improvement in manufacturing & speed of response
Research & development function: innovative new product development 
	Classification of capabilities & core competencies through value chain analysis 
The main aim function of an organization is to add value successfully in the process of producing P/S
Activities are divided into 5 primary & 4 support categories 
	Primary activities 
	
	Capabilities 

	Inbound logistics
	Receiving, storing & distributing inputs for manufacturing 
	Purchasing, material & inventory control

	Operations
	Activities that transform inputs into final products 
	Design & product development, quality control, assembly

	Outbound logistics
	Collecting, storing & distributing of P/S to customers 
	Distribution coord, processes of warehousing, dealer relationships 

	Marketing & sales
	Marketing, sales, purchasing of P/S of a firm
	Innovative promo’s & advertising, motivated sales force 

	Customer service 
	Everything involved in improving & maintaining product value 
	Parts, warranty, servicing, quantity & training of employees 

	Support activities 
	
	Capabilities 

	Admin & infrastructure 
	Support the value chain, general management, planning, information systems, legal issues, quality management 
	Risk management & integration of value chain 

	HR management 
	Appointment, development & retention of employees, compensation & training 
	Training, skills development, recruitment, retention 

	Procurement 
	Purchasing
	Inventory & database management

	Technology development 
	All technology related to operations & management 
	Integrated management info systems, technology-managed design & manufacturing 



Contribution of resources & capabilities towards CA 
CA exists when a firm is more profitable than its competition – this is done in 2 ways:
1. Produce P/S that are superior is value allowing them to charge premium prices or retain customers for longer
2. Produce P/S at a lower cost enabling a much higher profit margin 
For differentiators, CA is achieved through combining resources, capabilities & core competencies to produce high quality P/S
These positions can be achieved through different capabilities:
· Ability to produce high quality products: when the there is a higher brand value or more reliable & durable 
· Ability to innovate: spend more than competitors on research & development (can be technology, design, marketing admin, operational systems, techniques) 
· Responsiveness to customers: customer response must be superior to competition 
· Efficiency: transforming inputs into outputs | efficiency = output/input  Product efficiencies can be achieved through: 
· 
· Economies of scale
· Economies of learning 
· Designing products for more economical production 
· Reducing unnecessary costs 
· Leveraging location advantages 


Sustainable CA
This is determined by the durability of the relevant resources & capabilities and how inimitable they are 
Durability: length of time over which a capability is relevant & can contribute to CA of a firm 

Capturing the value generated by resources & capabilities 
Appropriability: if a firm cannot capture sufficient value to justify its investment in developing unique resources & capabilities, it will not be able to achieve CA
Resources & capabilities are valuable when they enable firms to deliver P/S to customers at a price they’re willing to pay
Their value is indirectly determined by:
· External environment 
· Changes in the external environment 
· Differences in resources of organisations 
· Value – lower level production costs than rivals OR increased revenue 
For resources and capabilities to be the basis of CA as well as ensuring superior profitability: following are NB:
· R&C must be inherently valuable 
· R&C should enable the firm to address market segments 
· R&C should enable the firm to identify & address any unmet needs of the customer 

THE IMPORTANCE OF STRATEGIC CONTROL
Managers choose and implement strategies to pursue the organisation’s vision and strategic objectives, and in doing so create value for customers and profit for the organisation. Strategic control allows management to monitor and evaluate whether their strategy is performing as intended, whether it needs to be improved and, if so, how it can be improved. 
Strategic control: management efforts to track a strategy as it is being implemented, detect problems or changes in its underlying premises, and make necessary adjustments
Strategies are future-oriented, only to be accomplished several years into a distant and relatively uncertain future. It is therefore essential that management systematically monitor, review, evaluate and control the implementation of the strategy as well as its performance over time. 
An effective strategic control process involves the following four steps: 
1. establishing standards and targets
2. creating, measuring and monitoring systems
3. comparing actual performance against targets
4. evaluating results and taking corrective action where necessary.
For effective strategic control, all aspects of the strategic management process need to be evaluated in terms of the managerial decisions on which the strategic decisions were based. These include assumptions regarding mission; long-term objectives; the outcomes of internal and external analyses that may call for review; changing environmental conditions as well as changing internal conditions regarding the organisation’s strengths and weaknesses.

Types of strategic change
· adaption: change lodged within the current business model & within the current culture - aim to realign strategy 
· reconstruction: does not fundamentally alter the culture but may involve disruption 
· revolution: requires rapid & major strategic and cultural transformation 
· evolution: requires cultural change but happens over time & is most difficult 

Context in which change occurs
An effective strategic leader will recognize when change is needed and in most forms change occurs to align the culture of the firm with the strategies. Clear considerations of contextual elements need to precede the formulation of management strategies which will deal with change 
This includes:
· Time (how quickly is change needed)
· Scope (how much change is required)
· Preservation (what resources and characteristics need to be maintained)
· Diversity (how homogeneous are staff groups and divisions within the firm)
· Capability (what is the managerial and personal capability to implement change)
· Capacity (what change resources are available)
· Readiness (how ready is the workforce for change)
· Power (what power does the change leader have to impose change)

THE REASONS FOR IMPLEMENTATION FAILURE
Successful strategy implementation: implementation that (1) achieves the desired outcomes (strategic objectives), (2) completes all strategic initiatives successfully & (3) is acceptable to all stakeholders (does not entail doubtful means)
Implementation failure accordingly means that a new strategy was formulated but was not implemented, or was implemented in such a way that the implementation was incomplete, strategic objectives were not attained, or the implementation was unacceptable to key stakeholders.
Strategy implementation failure may start with the strategy formulation process. If strategic objectives are too complex or poorly understood, lack consistency and do not provide clear future direction to members of the organisation that have to implement them, it is unlikely that implementation will be successful. Apart from deficiencies in any one of the above attributes, poor or ineffective alignment is regarded as a major reason for implementation failure. Implementation failure can thus result from poor change management and the resulting misalignment of the various elements of the organisation. 
The Icarus Paradox: organisations dwell on past successes, losing sight of and not adapting to changing market realities and changed requirements for competitive advantage to cope with new realities, which leads to failure 
The dire consequences of misalignment could include the following:
New programmes running the risk of failure
Employee commitment to quality deteriorating
Individual objectives taking precedence over organisational objectives
Morale and productivity that diminish over time

Why change programmes fail 
Death by planning- executives spend most of their time on planning, teams are constituted to examine the problems where meetings become debates and result in paralysis & the focus is on discourse instead of actual delivery of change 
Loss of focus- change can take time over many years then initiatives are seen as rituals & change program was never clearly communicated 
Reinterpretation- existing paradigm is so strong that change initiatives are reinterpreted according to old paradigm to fit within the expected norms of behavior & conduct 
Disconnectedness- organisational members affected by change may not see the change as relevant to their realities 
Behavioral compliance- some people comply with change despite not buying into the change programme 
Misreading scrutiny & resistance- some people resist change but if concerns are ignored it could increase resistance
Broken agreements & violations of trust- if leaders fail to honour undertakings, they will lose trust & respect and ↑resistance 


Learning unit 2: Strategy implementation as change management
ORGANISATIONAL ARCHITECTURE
*pg219* read through 
The McKinsey 7–S framework
At the heart of this framework is the idea that there are seven key sub-systems in the organisation that all have to be in balance and consistent with each other. No one sub-system is more important than the other. Certain subsystems can be regarded as “hard” (strategy, structure, systems), while the rest, categorised as “soft”

The Lee, Venter and Bates framework 
The architecture is shaped by the needs of internal and external stakeholders. 
The organisation’s capabilities, described as the important outcomes provided by the
organisation, are distributed to the stakeholders.
The organisational processes lead to the outcomes (capabilities), and are underpinned
by the structures and systems of the organisation, the competencies of individuals
(knowledge, skills and abilities) and the technologies employed by the organisation.
Organisational culture underscores the organisational architecture.

PLANNED STRATEGIC CHANGE
Leading change to implement  a chosen strategy 
Types of strategic change
(pg7)
Managing strategic change 
Reinforcing a new culture requires effective communication & problem solving 
There is no one best style of strategic leadership as successful SL are able to adjust their style of leadership to the context they face. 2 broad skill categories are required to lead change:
1. Task-oriented: related to organisational structure, design & control and to establishing routines to attain organisational goals and objectives 
2. Person-oriented: behaviours that promote collaborative interaction between members, establish supportive social climate & promote management practices that ensure equity 
Key activities involved in planned organisational change implementation:
a) Communicating the need for organisational change: Members need to understand the reason for change, the nature and the impact. Effective communication can reduce confusion & uncertainty and guide thinking & actions  
b) Mobilising others to accept change: Leaders need to mobilise staff members to accept & adopt proposed change initiatives into their daily routine. This can be challenging. Leaders need to create a coalition. 
c) Evaluating change project implementation: Leaders have a role in evaluating the content of the change. They need to assess both new processes & procedures that have been proposed & the impact on performance. And evaluate the extent to which the organisation members are performing the routines, practices or behaviours. 
Desired future state (strategic direction)
Measurement & control 
Strategic change required

Current state





The change model of Kurt Lewin
This is one of the oldest and most widely known planned change models, and has been around since 1947. The model quite simply describes planned change as a three-step process:
Step 1: Unfreezing
Most individuals will naturally resist change and will be inclined to maintain the status quo (the current state). For this reason, actively “unfreezing” the status quo and readying the organisation for change is required. Entails 2 critical steps: 
· Current behaviours have to be examined & employees have to be shown how necessary change is, and how the status quo is hindering organisational growth.
· Employees have to be informed of the imminent change, why it is necessary, what it will entail and how it will benefit them
Step 2: Changing
Is the most difficult phase of the change process. During this phase, employees need to start learning the new behaviours required of them, and they require a lot of support. This phase is characterised by
· employees acquiring new knowledge, skills and attitudes (training)
· organisational structures and systems changing
· communication throughout to keep the momentum (reminding employees why it’s needed & how it will benefit)
Step 3: Freezing
It has to be solidified & entrenched in the organisation. This is essential to ensure that employees do not simply revert back to their old ways of doing things. The change should be made part of the performance management and reward systems of the organisation.

The change model of John Kotter
Step 1: Establishing a sense of urgency
This phase requires leaders to establish a need for change and create a sense of urgency around the need for change. In terms of strategy implementation, not changing would be a threat to the continued success of the organisation, and employees will have to be convinced of that to create a sense of urgency.
Step 2: Creating the guiding coalition
The guiding coalition: group of individuals with the knowledge, skills & attitudes to drive the change in the organisation. A key role is to create & implement a roadmap for change. It should be a mix of people who complement each other.
Step 3: Developing a change vision
The purpose of this is to create a compelling vision for change that employees can buy into & that will mobilise them for change. Ideally a change vision will emphasise the need for change and the aspirations of the organisation. It should:
· 
· provide a clear, compelling view of the future 
· appeal to the long-term interests of stakeholders 
· be feasible, containing realistic & attainable goals
· be focused and clear enough to provide guidance in decision making
· be easy to communicate and explain

Step 4: Communicating the vision for buy-in
The change needs to be communicated consistently & on every platform so employees understand the change, why it’s happening  & how it will be beneficial. Leaders “walking and talking” the change is more powerful than any other communication tool.
Step 5: Empowering broad-based action
The purpose of this is to ensure that existing and potential barriers to change are removed, and that those responsible for driving change are empowered to do so. Barriers may include structural barriers (systems that are not aligned) & human barriers (resistance to change or lack of skills)
Step 6: Generating short-term wins
Large-scale change, such as that needed for strategy implementation, can be a long & hard process. To keep the enthusiasm and momentum going, it is NB to show some short-term results (setting performance goals that are aligned with the change, widely acknowledging and celebrating the attainment of such goals)
Step 7: Never letting up
It is vital to ensure that the change process never stops & that the momentum is maintained. If this step is executed correctly and the change process is successful = new projects being initiated, efforts being made to keep urgency levels high, & employees increasingly being empowered.
Step 8: Incorporating changes into the culture
In order to instill the change in the culture of the organisation, it must become part of the shared values and beliefs of the organisation. This could be accomplished by
· 
· proving that the new way is better 
· achieving visible success 
· accepting that some people may not accept the change and moving on
· reinforcing new norms and values with incentives, rewards and promotions
· reinforcing the culture with every new employee


PRECONDITIONS FOR EFFECTIVE CHANGE
*Chapter 1 & 2 in the e-book by William Q Judge, Focusing on organisational change (available at http://open.umn.edu/opentextbooks/BookDetail.aspx?bookId=128 )*

BARRIERS TO STRATEGIC CHANGE
Death by planning- executives spend most of their time on planning, teams are constituted to examine the problems where meetings become debates and result in paralysis & the focus is on discourse instead of actual delivery of change 
Loss of focus- change can take time over many years then initiatives are seen as rituals & change program was never clearly communicated 
Reinterpretation- existing paradigm is so strong that change initiatives are reinterpreted according to old paradigm to fit within the expected norms of behavior & conduct 
Disconnectedness- organisational members affected by change may not see the change as relevant to their realities 
Behavioral compliance- some people comply with change despite not buying into the change programme 
Misreading scrutiny & resistance- some people resist change but if concerns are ignored it could increase resistance
Broken agreements & violations of trust- if leaders fail to honour undertakings, they will lose trust & respect & ↑ resistance
Leadership reasons
Top leadership work towards the change they think is required, but will be undermined by the rest of the organisation or by the owners of the company, who do not have the same view. Widespread communication & participation is critical. A lack of trust between leaders & other factions in the organisation (unions), may have a - effect.
Structural reasons
Where the structure does not support the change required, the change programme could fail. (the managers in the organisation may not have the skills & mind-set required). Large-scale restructuring & the appointment of new managers with the right mind-set will be required.
Cultural reasons
Where the change requires a paradigm shift that is far removed from the current paradigm, changing the culture of the organisation may be too difficult or too time-consuming. This may lead to the failure of the change programme. It may also lead to other consequences that will affect the outcome of the change programme:
●The existing paradigm may be so strong that change initiatives are simply reinterpreted to fit in
●Members of the organisation may feel disconnected from the change & not see it as relevant to them
●Some people may comply with the changes even if they do not believe in the change
Systems reasons
A change in paradigm might mean that the current systems simply become inadequate to deal with the changes. Systems in this instance refer to technical systems & business processes (performance management & reward systems)
Process reasons
Some reasons inherent in the way the change process is managed, may lead to its failure, for example:

○ Too much focus on planning
○ Lack of communication
○ The slow nature of change
○ Not dealing with resistance



Learning unit 3: The importance of organisational learning in strategic change
ORGANISATIONAL LEARNING
Importance of organisational learning 
Being a learning organization can lead to 3 benefits:
1. able to adapt more quickly to environmental changes through flexible & agile responses
2. able to benefit from opportunities & sensing and reacting to threats earlier than competition 
3. able to apply newly acquired knowledge to business problems & opportunities 

Individual learning
●Concrete experience: when a person acts in a certain way 
●Followed by thinking & reflecting 
●Abstract conceptualization: ideas are extrapolated from the reflection 
●Active experimentation: new ideas are tried in other similar settings to see what the results are 

Transferring knowledge to others 
Most types of knowledge are quite complex & more than 1type of transfer mechanism may be involved in conveying the full set of knowledge, skills & attitudes needed:
A. socialization (tactic → tactic): tactic knowledge is transferred from one person to another & remains tactic. Behavior is learned by observation & imitating other people 
B. combination (explicit → explicit): explicit knowledge is mixed & shared 
C. internalization (explicit → tactic): knowledge is used so often it becomes part of the being of the person using it – becomes tactic 
D. articulation (tactic → explicit): attempt to make tactic knowledge explicit to share with colleagues

BARRIERS TO ORGANISATIONAL LEARNING
	Dominant general management logic 
Set of broad assumptions that can be thought of as a structure – make critical decisions about the strategy & allocation of resources based on this & the more dominant the logic, more it acts as a barrier to learning & change (acts like a filter) 
The more successful an organization is, the more difficult it is to change its logic 
	Management ignorance 
Sometimes managers think they know all there is to know & have no need to learn anymore 
	Absorptive capacity 
Ability of an organization to recognize the value of new, external info, to assimilate it & to use it to address business problems. Differs from business to business, some may have higher absorptive capacity than others 
4 dimensions that determine AC
I. Acquisition of external info: refers to the ability of a firm to acquire relevant info from external environment 
II. Assimilation of acquired info: ability to analyse & make sense of the info 
III. Transformation of knowledge: ability of the firm to combine new knowledge with existing & develop new sights
IV. Applying new knowledge: organisations use transformed knowledge & new insights to improve their business ops & develop new innovations and business ventures 

KNOWLEDGE MANAGEMENT AND ORGANISATIONAL LEARNING
BECOMING A LEARNING ORGANISATION
	Leadership commitment to learning 
Leaders should demonstrate their own commitment by being models of learning, championing learning & using learning strategically for business results 
	Building shared visions 
Vision cannot be dictated, employees need to believe – they bind a firm through good and bad 
NB to empower people towards a collective vision by distributing responsibility so people are motivated to learn 
	Encouraging diversity 
People from similar backgrounds tend to see things similarly, so diversity is encouraged to get different views & effect change 
	Encouraging double-loop learning 
Single-loop learning: individuals strive to achieve a goal & when they don't succeed, evaluate what went wrong- try another strategy, fail again, evaluate again - & so on until ideas are finished. This may push one to question the fundamental elements governing the situation = double-loop learning. Until they are prepared to challenge the mental models, change cannot occur. 
	Developing systems thinking abilities
↘ as an organization, we understand how we are connected to the world, how we fit into our environment, how we are influenced by it & how we can influence it in turn 
Requires people to be assisted to see the effect of their work on the entire firm
	Encouraging individual and team learning 
Learning should be designed into work so people can be trained on the job while ample opportunities should be provided for growth & education (enrich experiences through sabbaticals, rehearsing as a team for future scenarios)
	Legitimizing dissent 
Everyone should contribute ideas and employees encouraged to question business practices & assumptions 
Dialogue and debate is very NB 
	Encouraging experimentation 
Without failure there is no learning. Experimentation lets one see failures for what they are – learning opportunities. 
	
Establishing communities of practice 
↘ building blocks of leaning systems. Has 3 elements:
Joint enterprise: CoP must have a shared understanding of what the community is about and how to contribute to it 
Relationships of mutuality: members must be accepted & trusted & able to interact 
Shared repertoire: of stories, language, routines, rituals & processes and knowledge of how to use them properly 
This can happen in the following way:
· People: form part of more than 1community or be in a position to act as brokers 
· Artifacts: documents, tools, processes & discourses may act as bridges 
· Interaction: means of exchanging info directly
Collaboration
Collaborations are becoming more and more common, but requires a specific mindset, firms that cannot or will not trust their partners won’t be able to learn 
	Knowledge management 
4phases:
1. The discovery of knowledge 
2. Capturing the knowledge in a way that enables it to be shared 
3. Sharing knowledge throughout the organization
4. Applying knowledge to solve business problems & make decisions 
Knowledge acquisition 
Existing knowledge is constantly supplemented by new knowledge (internal & external scanning) & from new employees
		Knowledge 
This is all the info in the organization, consisting of both new & old knowledge, which is constantly being added to 
		Capturing knowledge
Some training is explicit & easy to capture (training/product manuals) but some is harder. It’s impossible to capture all unspoken knowledge from a project 
		Organizing knowledge 
Consolidate the knowledge & capture it in a format & language that is usable throughout the organization 
		Sharing knowledge 
Knowledge has little value unless its shared across departments 
		Using knowledge
K must be used in a business setting to solve problems, improve business performance & deal effectively with opportunities & threats in the external environment
		Knowledge management systems 
IT is NB to enable processes while being populated & enabled. Many different technologies can be used 


Learning unit 4: Aligning organisational culture, leadership and strategy

Organisational culture 
(pg2) 


Instilling an organisational culture that supports good strategy implementation 
Culture is a key factor to be considered during strategic planning and strategy implementation. A strong-culture organisation is where values and norms are so deeply embedded that change can be endured. In contrast, weak-culture organisations lack these same values and principles, have no or minimal employee allegiance, and lack leverage in terms of employee motivation for strategy implementation to succeed. Key advantages that an organisation gains when its culture is grounded in agreed actions, behaviours and work practices:
i. Organisational culture can be matched with strategy implementation requirements.
ii. Strong group norms are used to create peer pressure to shape positive behaviour. 
iii. An organisational culture that is consistent with implementation requirements can energise employees, deepen commitment and enhance productivity.
Leadership excellence and a strong and supportive organisational culture promote good performance as a result of shared values and behaviours.
Shaping organisational culture
Leaders play an invaluable role in shaping culture in the organisation. We see leadership as the source of the organisation’s beliefs and values. The most central issue for leaders is to understand the deeper levels of organisational culture and to deal with the anxiety that sprouts from assumptions being challenged
Organisational cultures spring from three sources:
· the values, beliefs and assumptions of the founders of the organisation (this is the most NB source of culture)
· the learning and experience of group members
· new beliefs introduced by new leaders or other members of the organisation
Leaders transmit and shape organisational culture by way of certain embedding mechanisms, which may include:
· 
· what leaders measure
· how they react to critical incidents
· how they allocate resources
· how they reward and allocate status
· how they recruit, promote and “excommunicate” members of the organisation

In addition to these embedding mechanisms, leaders can also use structural mechanisms, such as:
· 
· organisational structures and systems
· procedures
· rituals
· physical spaces and other physical artefacts
· stories
· statements

How leaders handle structural mechanisms also plays a key role in shaping organisational culture.

Cultural assessment 
The cultural web shows the behavioural, physical & symbolic manifestations of a culture that inform & are informed by taken-for-granted assumptions, or paradigm, of an organisation
Paradigm: represents all the assumptions taken for granted & the way of doing business
Routines: way things are done on a day-to-day basis & routines: activities that reinforce what is important in the culture 
Stories: center on important events & personalities. Includes heroes, villains, mavericks, successes & disasters – has a lesson & is told to let people know what is NB to the firm
Symbols: objects, metaphors, events, acts or people that convey a meaning over & above their functional purpose. 
Power: ‘the ability of individuals/groups to persuade, induce or coerce others into following certain courses of actions’. It is not always associated with those in higher positions
Organisational structures: formal roles & reporting relationships in a firm 
Control systems: formal & informal ways of monitoring & supporting people within a firm 
Leading change to implement a chosen strategy (culture change)
STRATEGIC LEADERSHIP
Strategic leadership
(pg2-3)
Types of strategic change
(pg7)
Context in which change occurs
(pg7)
Managing strategic change 
(pg9)

Why change programmes fail
(pg8)


Learning unit 5: Aligning strategy and structure

STRATEGY AND ORGANISATIONAL STRUCTURE
‘Strategy  structure’ or ‘Structure  strategy’
Strategic leaders establish organisational structures & secure & allocate resources that ensure that intended goals & strategies are achieved and that the firm retains its CA & long-term sustainability  
Departments & individuals then use the resources to carry out the tasks that they have been allocated
Organizational structures are designed to ensure that determined or intended strategies are being achieved 
The success of the firm will depend on:
· the direction provided by the strategic leader 
· the culture of the firm
· the degree of buy-in, managers throughout the firm should understand, support & own the vision, mission & strategy 
· the ability of managers 
· the strategic leaders’ ability to ensure cooperation, coordination & synergy between the various organisational departments & functions 
· effective sharing,  monitoring & controlling of relevant, timely & accurate info 

BASIC STRUCTURAL TYPES
Structural alternatives 
Decentralized: NB decisions are made by middle to lower management 
Advantages
· workload of top managers is reduced 
· decision making improves (closer to the action, saves time)
· improved morale & initiative at lower levels 
· decision making is faster & more flexible 
· fosters a competitive climate within the firm 
Disadvantages
· danger of loss of control 
· danger of duplicating tasks 
· requires more extensive & expensive training 
· demands sophisticated planning & reporting methods 
Centralized: all major decisions made by top management 
When deciding to centralize or decentralize – following must be considered:
· external environment: more complex & volatile, more tendency to decentralize 
· history of the organization: often follow the history of the firm but it may be necessary to re-engineer 
· nature of decision: the riskier, higher costs involved or higher the potential impact; more weight for centralized
· strategy of the firm: big firms that obtain new P/S through research & development = decentralized & firms in more predictable industries = centralized 
· skills & maturity of lower-level managers: if lower-level managers are not mature/responsible enough = centralized & V.V.
· size & growth rate of firm: larger & more complex a firm, greater need for decentralization

Structural forms 
	Entrepreneurial structure 
Typically around owner-manager 
Entirely centralized with no division of responsibility – all power, responsibility & authority lie with the owner-manger 
A: Enables the founder to control growth & development 
D: they may not have sufficient knowledge in certain areas 
Only appropriate up to a certain size firm 
	Functional structure 
Activities belong to each management function are grouped together into a department - often used by firms with a single-product focus
To build CA in P/S these firms require well-defined skills & areas of specialization (allows personnel to focus on their area of expertise)
Poses major challenges in terms of co-ordination of the departments & people may view the firm solely from their own perspective 
A: control resides in strategic leaders, lower costs, clear relationships, simple lines of authority & control 
D: may experience succession & coordination problems 
	Divisional structure 
Can be product groups or geographic regions 
Divisions are likely to be seen as individual profit centres for planning & control purposes 
Decision making = decentralized 
Is appropriate when a company grows in size, operates in a turbulent environment, offers diverse P/S, employs a variety of production processes or is international
A: profit responsibility is decentralized 
D: conflict may arise between divisions in their competition for limited resources, efforts & resources may be duplicated & evaluation of performance may be difficult 
	Holding company structure 
The operations of the various individual companies are largely independent 
Appropriate for firms pursuing a restructuring strategy, buying, selling or taking over other firms 
A: low overhead costs & holding company can finance subsidiaries, risks are spread 
D: no centralized skills to support the firm, no synergy & possible lack of culture and control 
	Matrix structure 
Combines the advantages of decentralization with coordination
Appropriate in large, multiproduct, multinational organizations with interrelationships & interdependencies 
A: decisions can be decentralized within a large firm, makes use of scarce skills & resources, enables control over growth
D: difficult to implement & can cause confusion, high overhead costs and decision making can be slow 
	Global structure 
5 possible:
1. a globally centralized firm, remote from its global markets, but relying on exporting 
2. manufacturing plants located close to the firms markets in order to satisfy local needs & preferences 
3. centralization of the manufacturing of key components 
4. an integrated global structure with production locations chosen on resource or cost 
5. a global network through strategic alliances 
Network structure 
An interrelationship between different firms
The network firm performs the core activities itself but subcontract some non-core operations to other firms 
D: coordination of partners activities to ensure that they contribute to the network firms goals & mission 
	New venture units 
Groups of employees who volunteer to develop new products or ventures for the firm 
When the project is done, it can be adopted into any of the following firm structures:
· new P/V becomes part of traditional structure = functional or product 
· new P is developed into a new department 
· new P grow into divisions 
Virtual network structure 
When it is no longer necessary for the firm to have all employees, teams, departments & contractors in 1 office 
IT enables the firm to integrate internal employees, teams & departments with the external network to achieve goals 
Fits a rapidly changing environment 
A: provides flexibility & efficiency because partnerships & relationships with other firms can be formed or disbanded as needed 
D: the levels of reciprocal & sequential interdependence are much higher than those of the network organization 

Ambidextrous organisations
This refers to the ability to be equally good at exploiting existing opportunities using existing capabilities while exploring and searching for new opportunities & new capabilities.
In most organisations, the existing way of doing things tends to dominate management thinking, which makes it very difficult for them to be truly innovative & to develop new capabilities. Companies that are successful at both exploiting existing opportunities & exploring new opportunities separate their new, exploratory units from their traditional, exploitative ones, allowing for different processes, structures & cultures. At the same time, they maintain tight links across units at the senior executive level. Organisations will find it very hard to harbour activities that are disruptive to their existing business in the existing organisation – the dominant management logic will simply suppress those innovations and new ways of doing business.
But it would be better to harbour such ideas & activities in a spinoff business that is not fully under the control of the old business & that is permitted to explore and be innovative

INFLUENCES ON ORGANISATIONAL DESIGN
The following factors are NB when deciding on how to structure the firm:
· the current business architecture: firms are generally inert until there are forces that necessitate change 
· the strategy: the plan for the future & implementing these plans may need change 
· external driving forces
· the structures influence on business architecture, strategy & external environment: structure specifies how the firm deals with role players in the external environment 







Learning unit 6 - Strategy deployment

Strategy deployment 
(pg1)

MANAGING STRATEGY DEPLOYMENT
A project based framework for strategy deployment 
Strategic Execution Framework (SEF) is an innovative strategy deployment framework that helps align projects and programmes with strategies. Purpose of SEF is to help firms align activities & strategic direction better.
6 key aspects of a firm that must harmonise in SD: 
	Ideation
	The firms identity, how it sees itself, how it wants to appear to the world. Expressed through vision, mission & goals

	Nature
	Physical & psychological manifestation of the firm in the form of culture, structure & strategy. All together = internal context of the firm  

	Vision
	Where the firm wants to be in the future. Refers to key goals & measures that drive the strategy 

	Engagement 
	The bridge between thinking & deployment, where portfolio of investments interconnects. Part of the resource allocation 

	Synthesis
	Where the portfolio culminates in specific strategic initiatives in the form of programmes or projects. Refers to strategic role of projects, rather than the tactical role normally assigned to it. 

	Transition 
	When programmes & projects results in outcomes that then become part of the operations. 


	Engagement
The firm decides how it is going to spend its money in support of its strategy & in pursuit of attaining its vision
To avoid limited resources being hijacked by powerful execs for pet projects, vigorous debates & clear decision criteria are required 
The firm must know what needs to be done as part of where they are (R), where they want to be (2B) & the path they need to follow to get to where they want to be (PATH)	R + 2B + PATH
	Requires the firm to understand its current ideation, nature & progress towards vision
Required to understand what structural  changes should be made, what change is required to align culture & what gap exists between current & desired performance 
Expressed through the specific initiatives that the organisation needs to implement to ensure alignment of strategy  with nature & performance 
Some elements may be useful as decision criteria:
· alignment with strategy & strategic capabilities 
· financial measures 
· contribution towards achievement of long-term objectives 
· level of risk the firm is prepared to accept 
Purpose of this process is to translate strategy into action & to prioritise actions in a way that eliminates guesswork & power play in the allocation of resources 
	Synthesis 
  Has 3 key performance areas:
a) a process methodology for managing project-based work at the strategic level
there are 2 key concepts:
a. programme management: managing multiple but interrelated projects. The role of PM will be to oversee all of the different projects, to track progress & to identify potential barriers to successful completion 
b. PM requires a project team to set the scope, develop a schedule, obtain resources, implement the phases & track progress 
b) process maturity for these process methodologies 
Many firms do PM at a tactical level but not many do it successfully at the level of strategic deployment. Maturity is best viewed on a scale where ‘no formal approach’ is the bottom of the scale & ‘best-in-class performance’ is at the top. Lower the level of maturity, the less the chance of successfully using PM in deployment
c) executive sponsorship for project-based work 
Role= overcome obstacles, maintain visibility for the project & help with investing 
	Transition 
Is where the firms strategic efforts succeed or fail & result in achievements or not 
2 types of transitional arrangement 
	Existing systems & processes have to be maintained & continuously improved upon in order to reap the benefits 
SD process is about finding those breakthrough changes that will really alter the game & ensure a step-up in performance 	
Control is very NB to ensure that strategic metrics of the firm are being achieved 

Managing strategic initiatives 
Strategic leadership is multifunctional, involves managing through others & helps firms cope with change that's seems to be increasing exponentially in the global business environment 
Requires the ability to accommodate & integrate both internal & external environments of the firm & to manage & engage in complex information processing. 
Leadership practices for BoD in strategy deployment include the following:
· ensuring a steady flow of strategic initiatives & projects to achieve the strategic objectives 
· developing decision frameworks for selecting strategic portfolio investments & for terminating unsuccessful initiatives 
· regular evaluation of the progress of strategy deployment 
Management is required in SD process for planning & directing activities, Monitoring & taking corrective action where necessary. Management involved carry out this process by developing and communicating with people & managing and organizing resources 
The process of managing strategic initiatives consists of:
· developing strategic initiatives by translating strategic goals into strategic initiatives 
· prioritizing SI
· defining & approving strategic initiatives 
· aligning individual behavior 
· strategic initiative reporting & management 
Translating goals into strategic initiatives 
This is the first task when translating SG into specific initiatives that the firm will undertake. 
The purpose is to create a detailed roadmap that aligns the day-to-day activities of the firm with the SD
BS is a handy mechanism in this process 
The recommended method is to develop goals → define performance measures → set targets →identify SI
	Goals: outline 10-15 key strategic goals for next 3-5yrs 
		Measures: how progress will be tracked 
			Initiatives: projects that will result in + changes 
Initiatives must be clearly described during the implementation process
To do this, it is NB to define the following elements:
· Deliverables: what will be the results? How will success be measured? 
· Initiative leader & team: who is responsible & involved in the work?
· Key activities: what action steps need to be undertaken to achieve the deliverable?
· Resource requirements: what investments will be needed?
· Interdependencies: how will the initiative impact other areas of the firm?
· Milestones: what are the major events, accomplishments or key decision points that are anticipated?
· Performance metrics: what will you measure to gauge progress on your initiative?
· Timeline: when will it begin and end? 
Process of identifying strategic priorities:
1. Identify the potential strategic initiatives associated with each strategic goal
2. Explain that the outcome of each initiative will be 
3. Identify key people that will be responsible for each initiative
4. Identify resources that will be required to complete the initiative 
5. Identify interdependencies with other units & support functions 
6. Specify the duration 
Prioritizing strategic initiatives 
Firms must identify strategic initiative candidates & prioritize them based on strategic impact 
Rather than depending on individuals to make the decision, it is better to put together a multidisciplinary workshop or panel using clear selection criteria 
Good descriptions of the impacts of the initiatives will assist in understanding the trade-offs in the prioritization process 
To ensure everyone has an understanding of each of the initiatives, leaders should provide an overview & should include the following:
· 
· Description 
· How it supports the agenda
· Expected impact 
· Capital & resource requirements 
· HR requirements 
· Revenues & expenses 

Rating initiatives
CatA: committed 	CatB: high strategic impact 	CatC: medium strategic impacts 	CatD: low impact
Defining and approving strategic initiatives 
Only a few NB projects should be selected (Cat A&B). selected initiatives should be considered holistically to ensure they address the vision of the firm & five different execs an outline of how their work connects to the work of others. 
	Communicating strategic initiatives 
Ensure all employees are aware of the initiatives. Deployment may require that employees have to do things differently in future & to get them on board requires that they understand why the change was required & what they must do differently 
Also NB to link SI with individual performance agreements so there is a relation between individual behavior & SI
	Strategic initiatives reporting & management 
Firms that are effective at SD have effective processes in place for systematically measuring & evaluating progress towards their goals. These processes help to remain focused as they execute their strategies, all the time learning & adjusting as they go
There may also be a need to report to the board & senior management specifically on progress, & in this regard executive dashboards that provide a quick summary of progress will be most useful. 

Identifying, selecting, managing and resourcing strategic initiatives
Any formulated strategy may lead to the identification of a host of possible strategic initiatives. 
Strategic initiatives: initiatives that are not part of the operations of the organisation, but are intended to permeate the strategy through the organisation.
Typical strategic initiatives include:
· SI to align culture, structure and systems with strategy.
· SI to ensure that a strategy is enabled.
· SI to align organisational units and individual behaviour with strategy

①Project portfolio
Firms cannot take on every potential strategic initiative, & will have to make choices with regard to the projects it will allocate resources to. The selected strategic initiatives form the portfolio of projects that the organisation will
resource & track. The purpose of selecting the portfolio is to have a selected set of projects with a better chance of success rather than trying to spread resources too thinly & failing at most projects or initiatives. 
②Programme management
The programme manager will accordingly be responsible for overseeing and coordinating the efforts of several projects & their project managers. Programme managers are key agents of change & take responsibility for coordinating the actions of project managers, project teams, functional managers & teams, suppliers & operational staff to ensure that projects are successfully implemented & the resulting products & processes are ultimately successfully transitioned to the operations of the organisation 
③Project management
A project is a temporary endeavor with the purpose of creating a unique product, service or outcome. Its NB to recognise that a project does not form part of the operations of an organisation, and for that reason it is ideally suited to function as a management framework for strategy implementation. If we consider this definition, we can see that project management has some very specific attributes: 
· It has a specific purpose or desired outcome.
· It is temporary – in other words it has a specific start date and end date.
· It is multidisciplinary & will require resources from various organisational areas (especially with regard to SI).
· It requires leadership at a high level. 
· It requires a certain methodology, process and plan 
PM is then required to ensure that the project meets its objectives within the time & resource scope allocated to it. 
A project typically has five stages. 
I. Initiation:  the identification and selection of strategic initiatives. 
II. Planning: the creation of a project plan
III. Execution of the plan. 
IV. Monitoring and controlling: to ensure that the project progresses as planned, to take corrective action if required, & to ensure that project milestones are achieved. 
V. Closing: the project is now completed & becomes part of the day-to-day operations of the organisation.

A combined perspective
The process begins with an understanding of the strategic vision & goals of the organisation. The strategic vision & goals determine the important strategic metrics – those aspects that executives will use to determine how the organisation is performing. Strategies describe the “how” – the high-level formulation of how the firm is going to shift its performance in key metrics. In terms of SD, the process is very simply to manage strategic initiatives & to transition them to operations when the time is right. In terms of the role of the environment, the external environment holds certain opportunities & threats, some known & some sudden & unexpected, that may affect the strategic direction & strategy deployment of the organisation. In the internal environment, culture, systems & capabilities will affect the strategic direction of the organisation, but will also have to be aligned with the strategy.

Reward systems in strategy deployment
Simply telling people to change will not always be enough, & reward systems could facilitate & accelerate change. Reward systems should reward employees for behaviour or achievements that contribute to the achievement of strategic objectives, & accordingly play a key role in aligning individual behaviour with SD. 
Executive compensation
The TM of an organisation are appointed as agents of the owners of the organisation. In exchange for their agency, they are compensated by the firm in various ways. The means of compensation can be roughly grouped into 3 categories:
· Total guaranteed package. Like all employees, execs earn a salary & benefits that they receive no matter what.
· Short-term incentives. Refers to all cash-based payments that are paid to an individual based on company & individual performance in the short term
· Long-term incentives. Ways of linking executive remuneration to the long-term performance of the organisation (typically +12 months).
Share options are popular long-term incentives. If the exec team increase the value of the company, they will reap the rewards by being allowed to buy shares at a low price at a specified future date. The reward = future share price -the current share price (market value). Also referred to as “golden handcuff’s”, since execs have to remain with the company. Exec compensation has been a topic of much discussion & debate recently, with the debate focusing on the following key issues:
· Size. The sheer size of exec compensation is a topic of serious contention, protesting against CEOs & other executives earning so much, especially in comparison with the lower workers in the firm. But, it is often argued that CEOs take on an inordinate amount of stress & risk in their roles & should be rewarded accordingly if they are successful. 
· Aligning rewards with strategic performance. Given that exec compensation should be aligned with strategic success, it is often a bone of contention that execs are rewarded for short-term performance rather than long-term success & may earn their salaries even if the company does not perform in the long run. The so-called “golden parachutes”, where execs receive large pay-outs regardless of their/firms performance, or whether they stay or go, is of particular concern.
· Calculation of variables. The bases for calculating the variable part of compensation (short-term & long-term) have become increasingly complex & difficult to understand.
· Variable component of remuneration. The variable component of remuneration has grown from about 60% of the total guaranteed package a decade ago to between 200% & 1000% today, depending on the industry & company.
Given the controversy surrounding exec compensation, it is not surprising that it has become an issue of corporate governance. The King Code specifies that exec compensation should be fair & equitable. Other mechanisms to govern executive compensation include:
· Oversight: King III recommends the establishment of a remuneration committee as a subcommittee of the Board of Directors. The role of them to oversee executive compensation & to make recommendations.
· Transparency: Firms should provide full disclosure of director’s earnings & how it is structured. 
· “Say on pay”: Shareholders are increasingly given the option to vote on exec compensation. 

Aligning performance, rewards and strategy
In order to align performance, strategy & rewards, it is necessary to ensure that the rewards are based on the right measures, which have been derived from and contribute to the achievement of strategic objectives. Ultimately, people & teams will do what they are measured on & rewarded for, and if the measures are incorrect, it may not lead to the desired behaviour and & ultimately not contribute to the attainment of strategic objectives. Rewards can be extrinsic & intrinsic
Extrinsic rewards: are more tangible in nature & are given in return for performance:
· 
· a competitive salary and salary increases
· attractive perks and fringe benefits
· performance bonuses for meeting or exceeding performance targets
· stock options
· promotion 
· an attractive, pleasant physical work environment

Intrinsic rewards: are intangible and generally appeal to intrinsic motivation – the inner drive for achievement & the satisfaction of doing something important:
· valuing employees’ suggestions & ideas 
· creating a work environment that is caring & sincere
· inspiring employees with the knowledge that they are part of something important
· flexibility in work conditions
· providing the opportunity to work overseas or to work on challenging projects 
In order for a reward system to be effective, it should:
· make up a significant portion of the total compensation package
· extend to all employees, not only top management
· be administered with objectivity and fairness
· be based on factors under the control of the individual or team being rewarded (if not, it may demotivate them)
· be implemented speedily (The time between the achievement and the reward should be as short as possible.)
· make use of both monetary and non-monetary rewards
· avoid allowing for exceptions such as rewarding effort rather than outcomes
· be individualised to each employee as far as possible 
Reward systems are complicated to implement and there are no step-by-step guidelines. The following five guidelines are useful indicators of the success of a reward system:
· The plan captures attention & people talk more about their activities & take pride in their successes.
· Employees clearly understand the reward plan & can explain it.
· Employees know more about the organisation’s mission, plans & objectives than before.
· The rewards are paid out on time.
· The performance of the unit or organisation improves.

Barriers to strategy deployment
· Managers are trained to plan, not to execute: most managers are better trained to analyse & plan than they are to manage the implementation of a strategy 
· Poor to vague strategy: if the strategy is not clearly formulated & understandable, the implementation efforts are not likely to succeed 
· Lack of a clear framework for implementation: confusion comes in when there is limited sharing of info & who is responsible for what & managers will stick to what they’ve always done 
· The separation of thinking & doing: clear separation means the interdependencies between startgeic planning & SI may not be realized – leading to obstacles 
· Resistance to change: employees might see it as someone’s else’s problem, & refuse to cooperate. Participation & open communication are NB tools 
· Bounded rationality: managers can deal with only limited # of options, which means managers will tend to reduce the overall task to a # of small steps that are easier to manage
· Lack of resources: not having access to key resources can act as a severe barrier to implementation 
· Misalignment of goals & strategic initiatives: sometimes SI take up time & resources without having effect on performance – this is from initiatives not being aligned properly with goals 
· Underestimating the implementation process: formulation is much quicker than implementation as its more complex & involves more people 
· Lack of communication: lower levels sometimes have no idea what the firm is trying to achieve as communication is a failure
Creating an environment for effective strategy deployment 
· Management development: managers need to learn the skills of SI, managing change & communication 
· A participative process for SD: strategy should be firm-wide to ensure all involved participate in the development 
· Developing a clear process for SD: its NB for firms to spend some time thinking about how it will manage the implementation process 


Learning unit 7: Managing implementation risk
[image: ]
4 types of control systems that managers use to control business strategy:
(1) Belief systems. Belief systems encourage & guide the necessary search for new opportunities & innovations. They are the set of organisational definitions that senior managers communicate formally & reinforce systematically to provide a set of basic values and beliefs, purpose & direction for the organisation. 
(2) Boundary systems. Boundary systems are more negative in the sense that they set boundaries on the search for new opportunities by defining & limiting the acceptable domain for opportunity-seeking behaviour. Two kinds of boundaries form part of boundary systems:
· Business conduct boundaries rely on formal codes of conduct (procurement guidelines) 
· Strategic boundaries are used to specify the range of opportunity-seeking behaviour to support explicit strategy.
(3) Diagnostic control systems. Diagnostic control systems are more traditional & backward-looking in nature, & tend to focus on the management of exceptions, when corrective action is taken to get performance back on track. Diagnostic controls thus save management time as they require management attention only when there is a substantial deviation between performance standards & actual performance.
(4) Interactive control systems. Interactive control systems demand a lot of management time. A diagnostic control system measures the intended strategy, while interactive control systems are aligned more with emergent strategy & accordingly contribute to the formation of strategy. 

ORGANISATIONAL PERFORMANCE MEASURES
Areas of strategic control 
	Measuring organisational effectiveness 
		Measures of stakeholder needs & satisfaction 
Possible measures of a firm’s ability to identify the needs of stakeholders are: 
· # of need-satisfying P/S offered
· # of new P/S developed 
· # of new markets entered by the firm 
Stakeholder satisfaction can be measured by the firms:
· Service levels & service level agreements with stakeholders 
· Image, trustworthiness, loyalty & reputation with all stakeholders 
· Ability to forecast & react to a changing environment & changing opportunities 
Measures of competitive success 
A firms:
· Market share 
· Ability to exploit new suppliers in order to add value & improve competitive position 
· Ability to provide total quality 
· Innovation/intrapreneurship efforts 
· Ability to utilize capital for CA
· Ability to use capital to fund most profitable investment opportunities
· Ability to harness IT 
Measures of excellence 
· The morale & motivation of the workforce 
· Commitment of the workforce towards the attainment of the firm vision, mission & goals 
· Evidence of leadership qualities 
· Ability of the firm to recognize the need for change & to implement change process successfully 
· Firms ability to establish a service-orientated culture 
Measuring organisational efficiency 
		Measures of marketing efficiency 
1. Sales analysis: NB as it determines whether actual sales correspond with planned sales 
2. Market share: higher a firms relative market share, higher its rate of return 
3. Customer retention: small increases can produce dramatic changes in profitability 
4. Customer value analysis: maintaining customer value will have a long-term impact on service orientation 
5. Marketing cost analysis: helps determine if current activities should be the same, expand, reduce or eliminated
6. New patents registered: provides an indication of efficiency of research & development efforts 
7. Strength of sales force: average cost/visit, sales per m2, advertising effectiveness, delivery costs/order, handling costs as a % of sales 
8. Strength of distribution channel: sales & marketing costs should be measured on the basis of various distribution channels employed by the firm 
Measures of operations efficiency 
A. Preliminary control: concentrates on resources from the external environment. Designed to anticipate & prevent possible problems. Planning & organizing are key. 
B. Concurrent control: taking action as inputs are transformed into outputs. Aim is to meet standards for P/S quality & quantity. It is an effective way to promote employee participation & catch problems early in the overall transformation process. 
C. Rework control: focuses on the outputs after transformation is complete. Final products are inspected. Can provide info for future planning. Can also provide a basis for rewards. 
D. Damage control: focuses on customer satisfaction when action is taken to minimize the –impact of faulty outputs
E. Feedback control: used to ensure continuous improvements. 
F. Capacity control: these decisions are strategic & critical to the success of the firm as they impact the firm’s ability to meet demands for P/S. 2 types:
a. Design capacity- the maximum output rate that an operation, process or facility is designed for, under ideal circumstances & conditions 
b. Effective capacity- achievable rate of output that is usually less than design capacity due to allowances that should be made for personal time, set-up time & maintenance. 
G. Quality control: P/S quality has become a global competitive issue, & is imperative for all firms to enable them to become or remain competitive. P/S quality management & control should lead to improved performance & competitiveness of a firm
a. Quality of design: stringent conditions that the product must possess to satisfy customer needs 
b. Quality of conformance: extent to which the product complies with specs, standards & criteria imposed upon its manufacture. 
Measures of supply chain efficiency 
I. Customer satisfaction- managers must understand the needs of customers & have a clear view from customers vantage point. Customer surveys are the method most used. Personal interviews can also determine what customers are really thinking. 
II. Process costing- costs be measured & compared across departments. 2 methods:
· Total costing 		●   Activity- based costing 
III. Supply chain measures- 
· Supply chain days of supply (total # of days of inventory required to support the supply chain)
· Cash-to-cash cycle time (time needed to convert R spent into R collected)
· Inventory idle time (that inventory is idle : days that inventory is being used)
· Customer inquiry response time (average time between receipt of a customer call & appropriate connection)
· Customer inquiry resolution time (average time to resolve an enquiry)
· Order fulfillment cycle time (average actual lead times consistently achieved from customer order to customer delivery)
· On-shelf-in-stock % (% of time that products are available on the shelf or where customers expect to find them)
· Perfect order fulfillment (% of orders delivered complete, on time, in perfect condition, with accurate & perfect documentation)
· Source/make cycle time (cumulative time to build a shippable product from scratch)
· Supply chain response time (# of days required to recognize a major shift in market demand & make necessary changes)
· Total supply chain cost (sum of all the costs incurred in planning, designing, sourcing, making & delivering a product broken down for each member 
· Value-added productivity (total revenues generated – the value of externally sources materials as a ratio)
IV. Scorecards- create balance by featuring a set of quantitative measures in the formal measurement system. Overtime they have become a management tool as objectives, measures, targets & action plans have been incorporated into the development process. 
V. Benchmarking- to find better ways to perform key supply chain activities 
Measures of research & development efficiency 
a) 
b) Number of new patents 
c) Quality of researchers 
d) 
e) Reputation of the firm as a leader in the industry & its national and international standing 
f) Relative amount spent on research & development activities 
Measures of info management efficiency 
A. Organizational knowledge & the extent of info sharing: OK: the awareness & understanding of a set of data & the ways in which this info can be made useful in an organizational function, activity or decision. Only useful when shared 
B. Usefulness of information & info systems: when they are: accessible, accurate, complete, economical, flexible, relevant, reliable, secure, simple, timely & verifiable. 
C. Disaster recovery planning: firms need to ensure that they have well-planned programmes in place. Need to ensure what must be done & by whom 
D. Decision making & problem-solving capabilities & procedures: all info & info systems assist with programmed & non-programmed decisions under conditions of risk & uncertainty
E. Information system security: development, implementation & maintenance of info systems constitute a large part of the cost of doing business. In measuring the effectiveness of info system security, strategists should ensure that they:
a) Reduce risk of systems & organisations ceasing problems 
b) Maintain info confidentially 
c) Ensure integrity & reliability of data resources 
d) Ensure uninterrupted availability of data, resources & operations 
e) Ensure compliance with policies & laws regarding security & privacy 
F. Ethics: states the core values & principles that are essential to the management of info & info systems in the firm. Unethical behavior can be reduced by developing, discussing, enforcing & controlling codes of ethics. 
Measures of financial efficiency 
· Financial ratio analysis- 6 categories:
· Liquidity ratios: will the firm be able to pay off debt as they come due over the next period of time?
i. Current ratio (measures a firm’s ability to meet short-term obligations 
ii. Acid test ratio (ability to pay off short-term obligations without relying on sale of inventories)
· Asset management ratios: how effectively the firm is managing its assets 
i. Inventory turnover ratio measures how # of times inventory is sold out & restocked in a year
ii. Average collection period measures # of days’ sales are tied up in receivables 
iii. Fixed assets turnover ratio measures how efficiently the firm uses P&E
iv. Total assets turnover measures the turnover of all the firm’s assets 
· Debt management ratios: the extent to which the firm uses debt financing
i. Debt ratio (% of funds provided by sources other than equity)
ii. Times-interest-earned ratio (extent to which the operating income of the firm can decline before its unable to meet annual interest costs)
· Profitability ratios: give an indication of the combined effects of liquidity, asset management & debt on a firms operating results. 
i. Profit margin on sales gives profit/rand of sales 
ii. Basic earning power
iii. Return on total assets measures the return on total assets 
iv. ‘Bottom line’ ratio is the return on equity, which is the ratio of net income to common equity 
· Market value ratios: relates the stock price to its earning, cash flow & book value/share. 
i. Price/earnings ratio shows how much investors are willing to pay/rand of reported profits 
ii. Price/cash flow ratio shows how much investors are willing to pay/rand cash flow
iii. Market/book ratio gives an indication of a stocks market price to its book value & how investors regard the firm 
· Capital structure: what mix of debt & equity securities the firm should issue to finance operations. Finance staff must ensure the firm has adequate working capital to operate smoothly on a day-to-day basis. Growth companies use little or no debt. The more volatile a firms cash flows, <likelihood that earnings will fail to cover debt. 
· Weighted average cost of capital: target proportions of debt & component costs of capital are used. Current WAC of capital is the WAC the firm would face for a new rand of capital – it is not the average cost of rands raised in the past. 
· Share price against stock market indices: big companies have stocks owned by a #of investors but are not active in the firm. Prices of stock are grouped together in categories & reflected in share price indices
· Cash flow: a system must be in place to transfer funds to where they are needed, to arrange loans to cover net corporate shortfalls & to invest net surpluses without delay
Measures of HR efficiency 
1. Absenteeism & employee turnover: calculated & used in order to improve labour planning & to avoid intermittent redundancies. 
2. Labour productivity: measures the relationship between inputs & the labour resources used to generate the output. An ↑ in productivity from one period to the next is represented in an ↑ in the output-input ratio. LP can be increased in 5basic ways 
a. 
b. Greater output with fewer inputs 
c. Greater output with same inputs 
d. Same outputs with fewer inputs 
e. Smaller outputs with even fewer inputs 
f. Greater output with more inputs
3. 
4. Achievement of agreed targets: reasons for failure must be determined & strategic managers need to incorporate these into the next cycle. 
5. Training expenditure/employee: firms expect the skills learnt will improve the productivity in employment
6. Competencies, capacities & creativity: largely subjective but some can be measured
7. Performance evaluation: most popular= supervisors evaluate the performance of subordinates. Peers can also evaluate other peers. ‘Reverse appraisals’ are when an employee evaluates the superior. Self-appraisal is when individuals partake in the process 
Balancing organizational effectiveness & efficiency
Managers must be efficient by reducing costs & not wasting resources
Too much effectiveness will mean that the job gets done but limited resources are wasted 
Too much efficiency will mean the job isn’t done because available resources are underutilized 

There are four elements to measuring organisational performance measures:
· A goal or objective specifies where the firm wants to be at some point in the future. 
· A measure is (typically) a quantifiable measurement of how the achievement of a goal will be measured. 
· The baseline measure is an indication of where we are now – our starting point in terms of the metric. 
· The target specifies what you want to achieve in terms of the metric.

MANAGING ORGANISATIONAL PERFORMANCE USING THE BALANCED SCORECARD
The balanced scorecard 
· Financial dimension: Measures profitability, growth in profit & market value of the firm 
· Customer dimension: Measures perception of service quality, trustworthiness & loyalty 
· Internal business processes dimension: Measures productivity, employee motivation, organisational & employee competencies, safety records 
· Learning & growth dimension: Measures knowledge management, creativity, development of new P/S, employee training & development 
Implementation of the BSC will benefit the firm in the following ways:
· Helps align key performance goals & measures with strategy at all levels 
· Provided management with a comprehensive picture of business operations 
· Facilitates communication & understanding of business goals & strategies at all levels 
· Model provides strategic feedback & learning to management 

STRATEGIC RISK MANAGEMENT AND CORPORATE GOVERNANCE
Strategic risk management 
Step 1: risk identification 
Corporate risks are identified in terms of potential losses or gains. Through internal & external control processes, strategic risks can be identified. Strategic risks= lead to the firm failing to meet goals or even total demise. Operational risk= can cause temporary setbacks that can be insured against 
Step 2: risk analysis 
Any firm faces many risks so RA will assist the firm in prioritizing them to ensure that efforts in dealing with risks are well spent 
Step 3: risk evaluation 
Risks are evaluated in terms of their likelihood of occurring & the impact they will have on the firm
Step 4: risk responses
Firms strive to identify appropriate responses to the key risks it faces. SR can generally not be addressed by operational or tactical responses – they need strategic response 

Characteristics of an effective strategic control system 
· 
· Integrated with strategic planning 
· Flexible
· Accurate
· Timely
· Objective
· Simple 


The following factors contributed to governance and risk failures:
*Pg106*
· Corporate governance is (almost) voluntary. CG could have prevented some of the worst aspects of the crisis, & contributed to reducing the catastrophic impacts of the economic downturn.
· Unconsidered risk-taking. Shareholder pressures lead many businesses to undertake risks that simply are not in the best long-term interests of the firm.
· Non-executive oversight is limited, as directors have only a limited amount of time to devote to a firm, but almost unlimited responsibilities.
· Too much reliance on external audits. External audit is stretched to a point where the degree of reliance that is placed upon it is out of proportion to the amount of work that actually goes into the external audit process.
· Internal audit is often regarded as a nuisance & does not receive the regard that it should.
· Boards are forced to rely on management to deal with strategic risk.

In terms of how firms should deal with these strategic risks & corporate governance challenges, PWC recommends that an organisation ask itself the following questions:
(1) How well is my strategy actually defined? 
A good understanding of the key risks to strategic goals and the share price of the organisation requires a good understanding of the strategy itself. 

(2) How broad are the risks that we are considering? 
Strategy should be defined in the context of the risk environment in which the business operates. The broader the consideration of the types of risks the business faces, the better the strategy can be developed to respond to these risks. 
(3) What risk scenarios have we considered to test our plans? 
It is often difficult to identify all potential risk exposures and their causes. Those risks that are going to be of most interest to the board will often be defined by the potential impact of the consequences of the risk manifesting. 
(4) Have we mapped our risks to key performance and value measures? 
Where possible, it is useful to consider risk in the context of how shareholders or stakeholders measure value in the organisation. This will help management articulate to stakeholders how the risks they are taking or the risks the business is exposed to may affect the organisation’s ability to realise its objectives. 




[bookmark: _GoBack]


END

Marketing & branding capabilities 


Marketing budget (FR)


Marketing experts (HR)


Brand (Intell. property)































Tangible & Intangible resources


Cababilities 


Core competencies


Strategy differentiation/low cost


Competitive advantage


Value creation


Excellent profitability



































Strategic Architecture


Vision


Business Architecture


Internal architecture


Architectural Execution


Organisational structure


Mission


Enviornmental analysis


Strategic objectives


Business strategy


External architecture


Subsequent architectures 


















Organisational Learning 


Individual learning 


Transferring knowledge to other people 


Applying acquired knowledge in practice











Concrete experience 


Reflective observation


Abstract conceptualisation


Active experimentation
















Paradigm


Routines


Symbols


Power


Organisational structure


Stories


Control systems 











Structure


Strategy


Business architecture


External environment 













Successful implementation of strategic iniatives 


Successful alignment of organisational units with strategic direction


Successful alignment of individual behaviour with strategic direction 








image1.png
Figure 1.2:  The cultural web
(Uansen van Rensburg, 2014:203)
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Table 7.1: Elements of strategic control
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