Life cycle analysis

There are a number of models that aim to relate the competitive position of an organisation to the maturity of the industry or its products. The models assume there is a basic S-curve description to the growth phenomenon of the organisation and its products. Examples of such approaches include Greiner (1972), Arthur D Little, Boston Consulting Group and Shell Directional Policy Matrix.

Four stages in the life cycle of any product or industry can be identified. The exact shape of the curve will vary but each stage can always be discerned. When products are the focus, then the stages are:

· Introduction: the activity or product is new and there is an initial stage of experi​mentation and gradual acceptance

· Growth: there is a rapid growth of the activity or rapid increase in sales

· Maturity: the activity or sales remain high but there is no further increase in activity or sales

· Decline: the competition, product displacement, or other forces cause a decline in the activity or sales

The stage in this cycle will affect the organisation’s environment and hence strategies in a number of ways. The growth phase of a business or industry is the market capture stage since any ground gained during this stage is of enduring ben​efit. It is relatively easier to gain market share when the total market is growing than when this market is static or in decline. The strategies during this stage will revolve around increasing the volume at the desired rate. As the industry reaches maturity a more formal approach of monitoring of costs will emerge. During this stage increased growth is usually only achieved by niche marketing. As the cycle moves into the decline stage, the strategies will be those of removal, displacement or divestment.

Key opportunities/threats (SWOT) analysis

This is a model for assessing the Strengths, Weaknesses, Opportunities and Threats that face an organisation. This, conceptually simple, model offers headings under which to classify any number of aspects of a situation. Strengths and weaknesses are ways to classify the internal circumstances of the organisation, while opportunities and threats are ways of defining the external environment.

It is important to remember that, whilst the SWOT acronym offers a fast ‘pocket sized’ method of conceptualising complex reality, it is more properly a matrix. It is when considering the interaction between the two axes that real support to strategic analysis and strategic choice, as an option generator, is obtained. A process to go through in order to fill out the matrix was suggested by Weihrich (1982) as follows:

Step 1


Prepare an Enterprise Profile of the kind of business, the geo​graphic domain, the competitive situation and the top manage​ment orientation

Step 2 

Identify and evaluate economic, social, political, demographic, products and technology and market and competition factors

Step 3 

Prepare a forecast, make predictions and assessment of the future

Step 4


Prepare an SW audit in management and organisation, opera​tions, finance, marketing and other

Step 5


Develop alternatives

Step 6 

Make Strategic Choices by considering strategies, tactics, and action.

Steps 1—6 

Test for consistency

Step 7


Prepare contingency plans

A SWOT analysis defines the relationship between the internal and external appraisals in strategic analysis. It is an exercise in identification and analysis.  Ana1ysing the key factors of the environment and the fundamental internal strengths and weaknesses of the organization will help dictate the strategies appropriate to the firm. No organization should forget to apply a SWOT analysis to competitors, supplies and customers as well as to itself in order to assess the full position within the industry and to direct the firm towards the appropriate direction.

Whilst identifying a strategy is about tackling the future, it must be based on a realistic appraisal of the organization’s past and present performance. No organization can develop a strategy only on the basis of identifying opportunities and threats. The organization’s strategy must take account of the resources and competitiveness of the organization. Therefore the strategy must emerge as a result of the combined assessment of market attractiveness and business strength. So a vital part of this is the analysis of resources and capabilities. The object of the exercise is to use the strategic pointers in order to use the existing business strengths to exploit opportunities, to create new opportunities, to counteract threats and repair he weaknesses. To use strengths in this way they must be realistically identified and assessed. By using the same technique to assess competitors the organization can capitalize upon those competitors’ weaknesses and avoid going head on against their strengths.

The SWOT analysis is also referred to as the TOWS Matrix — this naming is perhaps more suitable when it forms part of an environmental analysis! Rowe, et al 1994) call it a WOTS-UP analysis and offer suggested actions for each matrix segment. With either name it is a systematic method for matching environmental threats and opportunities with the organization’s strengths and weaknesses. There is a tendency when doing a SWOT analysis to be less than honest in the appraisals and to feel the need to cover up feared weaknesses by proclaiming perceived strengths. As well as analysing the environment it can be used to generate strategic options, so it also forms part of the Strategic Choice element. SWOT may offer its best service at warning of the need for avoidance and so the results may tend to the negative in bias. Although it is future oriented it does not build in any mechanisms for handling the uncertainty of the future, nor does it give any holistic model of the organisation and is not aimed at option evaluation and, hence, nor selection. However, the process of going through an internal and external appraisal may cause the objectives, and hence also the performance measures, to be reviewed.

	Maxi-Maxi
	In this segment the organization is playing from its strengths to an opportunity and hence the business objectives are generally to reduce internal weaknesses and overcome external threats in order to focus upon this segment. Rowe, Mason, et al (1994) call this segment exploit.

	Mini-Maxi
	The strategy appropriate for this segment would be one that minimises weaknesses and maximises the opportunities.  The opportunity exists but requires strength where the organisation currently has a weakness. Without strategic action to remove this weakness the opportunity must go to competitors. Rowe et al (1994) call this segment search.

	Mini-Mini
	The strategy for this segment is one that will reduce both the weakness and the threat. This is the precarious segment and so organisations should adopt strategies that avoid it. Rowe et al (1994) call this segment avoid.

	Maxi-Mini
	The indicated strategy for this segment is one that uses the strength of the organisation in order to deflect the threat. Care must be taken to avoid unnecessary competitive battles, and strategic options that circumvent the threat are to be preferred. Rowe et al(1994) call this segment confront.


Strategies indicated by a SWOT analysis

Analysis of values and objectives

The second of the three aspects of strategic analysis is the interpretation of the complex cultural web of an organisation. That is, to interpret what the culture is and what it means for it to be that way.

Strategy and culture

The organisation and the sub-units within it have a culture. This corporate culture can be defined as the pattern of basic assumptions that a given group has invented, discovered, or developed in learning to cope with its problems of external adaptation and internal integration, and that worked well enough to be considered valid and, therefore, to be taught to new members as the correct way to perceive, think, and feel in relation to those problems. Analysing the organisational culture will enable interpretations of its meaning to inform the selection of feasible and accept​able strategy options and also issues of strategic implementation. However, the organisational culture will actually shape whether analysis in a formal sense is done at all.

The organisational culture is the element that ensures that, faced with the same set of circumstances in the environment and internal resource constraints, organisa​tions respond in different ways. The culture of the organisation determines how they measure success. This perception can have a dampening effect upon the influ​ence of environmental factors upon strategy since environmental factors influence the strategy through the perception although they directly affect the business perfor​mance. The organisation creates its own model of reality and every decision is seen in the light of that model.

Many writers describe culture in terms of levels distinguishing between the vis​ible aspects of culture (all the things that can be seen and heard, including the rules, procedures, technology, etc) and the underlying aspects of culture (the unseen, unarticulated and untested values and assumptions). Different writers give different numbers of levels with different names but retain the essential distinction between what can be detected directly and what can be detected only indirectly from what people do. An organisation has a strong culture when the visible and the underlying levels are consistent with each other and shared by all. A weak organisational culture results when the cultural levels are inconsistent with each other and/or in pockets.

There are various ways to assess and categorise the culture, or set of shared beliefs, of the organisation. Many elements aggregate to make up that culture: the power, stories, history, language and dress codes, status symbols, reward struc​tures, logos, organisation charts, etc. What Deal and Kennedy (1982) call ‘the way we do things around here.’ Miles and Snow (1978) classify organisations as either conservative, valuing low-risk strategies, secure markets and well-tested potential solutions, known as defenders, or innovative, ground breaking, valuing risk and pay off, known as prospectors. These two types of organisation will behave quite differ​ently under the same circumstances. Within defender organisations ‘the prevailing beliefs are essentially conservative, where low-risk strategies . . . are valued.’ On the other hand, prospector organisations are those in which ‘management tends to go for higher-risk strategies and new opportunities’.

This classification of culture according to an organisation’s desire to take risks is analogous to the management accounting concept of attitudes towards risk in investments. Drury (1988), for example, defines two initial attitudes to risk:

A risk seeker is an organisation who, given a choice between more or less risky alterna​tives with identical expected values, prefers the riskier alternative (alternative B). Faced with the same choice, a risk averter would select the less risky alternative (alternative A).

The alternatives A and B referred to by Drury are:
Possible return on investment of €100

State of economy
Alt A
Alt B

Recession

90
0

Normal

100
100

     Boom
110
200

So a prospector organisation is a risk seeker, whilst a defender organisation is risk averse. Drury also includes a third risk attitude, that of risk neutrality such that an organisation would be indifferent to the two possible outcome alternatives.

Analysis of resources

The third element of strategic analysis is to perform a resource analysis. The object of this is to understand the organisation’s strategic capability. Johnson and Scholes (1993) suggest a process for doing this, 



This process aims to establish what strengths and weaknesses the organisation has, in other words what it does well and what it does not do well. There are a number of key areas for assessing this.

During the 1980s it was ‘out of fashion’ to base competitive strategy on views of internal capability since it was felt that that an internally driven competitive perspective would lead to a lack of innovation and a tendency to avoid ‘stretch’ targets. However, with the rise of process views of organisations such as Total Quality Management, Business Process Re-engineering and so on, there has been a corresponding growth in interest in understanding (and changing for the better) the organisation’s strategic capability. Much current work, for instance that of Collis and Montgomery (1995), focuses upon resource analysis but directly relates it to environmental analysis issues by considering resource analysis in relative terms

with respect to current and potential competitors. Competing on resources, as this resource-driven view of competitive strategy is often called, is primarily about ensuring that the organisation’s inherent nature, that is its resources, adds value to what it does.
Value chain analysis
       
As part of the process of assessing the organisation’s strategic capabilities a resource audit can provide significant insights into the competitive possibilities open to it. One of the commonest tools used to help gain some understanding of the internal nature of the organisation is to structure a picture of its capabilities by looking at it as a collection of processes that occur. Perhaps the commonest model of this notion is Porter’s value chain which portrays the organisation as a connected chain of activities each of which relates in some differ​ent way to the provision of the organisation’s products (including service products) to its customers. The value chain therefore models the flow of activities that add value by contributing to a customer’s willingness to ‘buy’ the product. Since both products and customers can be defined in increasing or decreasing levels of detail the concept can be used across an entire industry (the industry value system) or to show internal customers.

Support Activities

Primary activities

By modelling the activities of an organisation it is possible to distinguish the primary activities, those that contribute to getting the goods or service one step closer to the customer, from the secondary activities, and those whose role it is to support primary activities. The organisation can use this model to assess the degree of effec​tiveness of resource use in this value chain. Activity by activity resource use can be judged in terms of efficiency and effectiveness. Efficiency is the measure of how well the resources are being used, and such measures could include profitability, capacity use and the yield gained from that capacity. Effectiveness, however, is the assessment of how well the resources are allocated to those activities which are the most competitively significant within the value chain. Such assessment could involve monitoring the use within the value chain of capital, people, goodwill and R&D. The main focus of the value chain analysis is on the links between the activi​ties in order to highlight areas of strategic strength or weakness and competitive opportunity or threat.

Value Chain for the entire value system


Demand Information

Supply Information

There are nine activities that logically make up the business of any organisation.  Primary activities are those that have a direct relation​ship, potential or actual, with the organisation’s customers and the five of these appear as vertical (sequenced) processes. Underpinning and easing these five pri​mary tasks are four support activities that facilitate their smooth functioning and have only an indirect relationship with the process of adding value for the organ​isation’s customers

So each of these nine activities is assessed in terms of its efficiency of resource use and effectiveness of resource allocation, with a view to identifying areas of poten​tial improvements. These improvements are sought in order to enhance the organisation’s competitive position — Porter suggests this improvement constitutes competitive advantage and if the improvements are wrought using IS then that competitive advantage comes about because of IS.

The intention in analysing the value chain is to develop one that is configured differently to competitors or by having a cost advantage on some of the activities within it. The re-configuring of the value chain is a process of business re-design and increasingly such re-configuring is facilitated by the use of IS.

Analysis of core competencies

Prahalad and Hamel (1990) suggest that the key issue facing organisations is to assess their ‘core competencies’.  Core competencies are those capabilities that are vital for competitive well being and which significant resources must be put into acquiring. Often decentralisation will act against the identification and acquisition of core competencies since such decentralisation tends to favour dependency upon outside agencies. Whilst short-term competitive​ness derives from price/performance attributes of current products, long-term competitiveness derives from the ability to get, at lower cost than others, core com​petencies that will, in turn, beget new, unanticipated products.

Core competencies support all aspects of the business and represent the collective learning of the organisation, particularly of how to co-ordinate and integrate production skills and multiple streams of technology. A number of tests can be used to identify the core competencies:

· A core competency will provide potential access to a wide variety of markets. For example, the organisation which has a core competence in display systems can participate in markets for calculators, miniature TVs, monitors for lap top computers and car dashboards.

· A core competence should make a significant contribution to the perceived cus​tomer benefits of the end product.

· A core competence should be difficult for a competitor to copy. And it certainly will be difficult when it is the complex, integrated web of individual technolo​gies and production skills.

There should be five or six such core competencies for any organisation. Those that list twenty to thirty have not listed core competencies. However, producing any list prompts the organisation to consider its capabilities in terms of building blocks towards competencies and highlights any gaps where they need to forge alliances to plug them. Competitiveness must be thought of in these terms. The embedded skills that breed the next generation of competitive products cannot be bought in or rented in on outsourcing deals. Organisations must be aware of the danger in cut​ting out ‘cost centres’ by replacing them with contract deals - core competencies may go as well. Any outsourcing needs to be treated with care; it can give a short​cut access to today’s competitive product not to tomorrow’s since people skills need nurturing.

Core competencies deliver core products; these are the components that physi​cally embody those competencies and are the components or sub-assemblies that actually add to the value of the end products. A perfect example of this is Canon’s holding 84 per cent of the manufacturing share of laser printer engines whilst hold​ing minute market share of laser printers. Core competencies are used to seek maximum world manufacturing share in core products, and this may market share. The core products drive the resources for fur​ther investment in core competencies. They also drive the ability to define what the end products will be and enough success with core products allows the sub-assem​blies or components to be used as leverage into eventual major end product shares.

The organisation needs to create a strategic road map of the desired core com​petencies and how to get them. To judge the extent of this architecture the organisation can pose three questions:

· How long could we preserve our competitiveness in this business if we did not control this core competence?

· How central is this core competence to perceived customer benefits?

· What future opportunities would be foreclosed if we were to lose this particular competence?

This architecture gives a way to assess possible diversification. It can test any option against the goal of being the best player in the world at X. It provides a tem​plate for the allocation of resources and makes the logic for doing this obvious and explicit so lower level management can understand the priorities and so maintain consistency with them.

Like the arguments about information in the 1980s, core competencies are a cor​porate resource which suggests that SBUs should be able to bid for the people skills just like they bid for capital. The more the competence is used the stronger it gets, hence SBUs must justify their retention of skilled people by showing an effective yield on their skills. Diversified organisations need to recognise that they hold a portfolio of core competencies as well as a portfolio of businesses. If such organisa​tions wish to make something of those portfolios then there are three domains which need to be assessed: core competencies; core products; and end products. Human skills embody the core competencies and yet organisations that devote effort to capital bidding may well have no people bidding equivalent. The structure of SBUs can act as a straightjacket that makes innovation limited to only those ideas that lie close at hand (within one SBU). Hybrid opportunities that would com​bine across SBUs will go unexploited unless the core competencies are used to widen the domain of innovation. The organisation must alter its patterns of com​munication, career paths, strategy formulation and managerial rewards away from the SBU constraints. Reward systems must reflect this approach; perhaps rotation schemes might help to change the culture in which managers ‘belong’ to an SBU.

Recognition of the problems of the SBU approach and a recognition of the competitive value held by core competencies may reverse the trend of radical decentralisation which made top management just a layer of accounting consolidation. Senior management must add value by directing the architecture that directs core competence acquisition and development process. Belonging together must be considered to add something that would not be pre​sent if each SBU were truly an independent operator (though accounting strengths can, of course, be a core competence across the group).

Strategic Choice

Once management has generated a picture of strategic possibilities then it requires techniques that assist in the evaluation of the available choices. This choice element of strategic management is concerned with choosing a strategy based upon the foundations laid by strategic analysis. The ‘good’ manager must be able to generate and evaluate possible strategies taking into account the nature of the organisation and its industry. Risk, structure and culture are just three of the issues of concern here. The elements associated with making strategic choices will involve three factors:

· Identifying the options

· Evaluating those options

· Selecting an option

Generation of strategic options involves identifying as many as possible of the potential courses of action. To find all is not likely to be possible but a very real danger is that only the obvious ones are spotted. 

Evaluation of strategic options is performed within the framework created by the strategic analysis. The alternatives listed as strategic options must be tested for suitability (strategic fit), feasibility and acceptability. These three form the evaluation criteria. 

Selection of strategy may result in a single strategy or a strategy set that will be the target for the strategic implementation element of the process, remembering that innovation is not made up of obvious choices but of the offbeat alternatives. The culture and power struc​ture of the organisation will have a significant impact upon this selection process. 

Strategy formulation

This element of the strategic choice process aims to generate an adequate flow of strategic options for subsequent evaluation.  One of the best known answers to the question of what competitive strategy to adopt is Porter’s seminal classification of the three possible ways for an organisa​tion to outperform its competitive rivals (based upon the five competitive forces acting upon an organisation). Porter presented the choice as being between three (he later expanded this to four) generic business strategies. Porter developed these as a picture of the possible ways to respond to the situation modelled by its indus​try attractiveness as captured by his five forces model.  

Generic strategies, two paths, Product Differentiation and Overall Cost Leadership, pertain to the entire market. The third strategy, Focus/Niche, con​cerns itself with a distinct market segment; this strategy Porter later subdivided into Cost Focus/Niche and Differentiation Focus/Niche to give the four generic strategies mentioned above. The notion of generic strategies is pragmatically useful as a device to force explicit consideration of the way of competing. 

There are a number of strategic directions that an organisation can pursue.

· Do nothing. This is a strategy that implies the continuation of existing direction. Whilst as a long-term approach it is unlikely to be beneficial, as a short-term response to a static or highly uncertain environment it may be appropriate. The organisation carries on as before and since it ‘goes with the flow’ some growth may occur if the current market grows. The resource levels remain constant.

· Withdrawal. This strategy has the organisation removing itself from the industry because of an irreversible decline in demand, an over-extended position, adverse competitive pressures and environmental changes or opportunity costs that indicate that other business activities offer a more appropriate strategic direc​tion. This is a strategy of asset realisation and resource deployment.

· Consolidation. This is when an industry dominant organisation aims for stability in order to accumulate cash reserves for some future activities. This then is done by cutting costs and/or increasing prices; the aim is to obtain a better margin. Consolidation is strictly speaking the strategy followed to maintain the existing market share; a similar strategy, when the intention is to obtain a reduction in the scale of operations, is usually called retrenchment.

· Market penetration. By following this strategy the organisation seeks growth within the same market and using the same products. Growth is achieved either by the market itself growing or by grabbing the market share of others. This is the most conservative of growth strategies since it builds upon the strengths of the organisation and requires no substantial R&D effort. This strategy will meet with fierce opposition if the market is static or declining but may be relatively easy during the growth phase.

· Product development. A strategy that keeps the organisation operating within its current markets but competing on the basis of new products. Thus growth is obtained if these new products are successful. This is a relatively low-risk strat​egy and one that works well when product life cycles are short and products are the natural spin-off from the R&D process.

· Market development. By following this strategy the organisation takes its current product range into new markets. It is a relatively high-risk strategy given the state of ignorance of this new market. When growth is sought and existing mar​kets have little scope this direction is taken into new geographical areas, new market segments or into new market uses. It is least risky when the organisation’s main competence is product rather than market related.

· Diversification. This then is a strategy that takes the organisation away from both the existing markets and the existing products. This is the highest-risk strategy because of unfamiliarity but related diversification remains broadly within the same industry, either backward into the supply chain, forward into the distribution chain or horizontally into complementary activities, and so lowers the risk. Unrelated diversification is a strategy popular with holding company conglomerates.

It should be possible to implement such growth strategies by means of internal, organic development of growth over time, though this is slow; by external devel​opment via mergers and acquisitions which, whilst expensive, is fast in gaining access to markets; or it can be through joint ventures. The trade-offs between cost/risk/speed shape the choice between these alternatives.

Strategy evaluation and selection

Once the strategic options open to the organisation have been generated there must exist a framework within which they can be evaluated for suitability, feasibility and ‘fit’ to the organisation. The process for doing this may involve rational, analytical techniques or be a more subjective, implicit process. In general the criteria against which possibilities are evaluated are:

· Does the option take advantage of a strength the organisation possesses?

· Correspondingly, does the option avoid depending upon a weakness that the organisation suffers?

· Does this option offer the organisation the chance to gain a competitive advantage?

· Is this option consistent with other strategies selected?

· Does this option address a mission-related opportunity presented by the evolving market?

· Is this option’s level of risk acceptable?

· Is this option consistent with policy guidelines?

The evaluation process seeks to judge the appropriateness of the options as a screening mechanism to ensure that only those options that have a strategic fit with the organisation’s environment, culture, and capabilities are considered further for testing of feasibility and desirability. Since more than one option will normally be being tested, any risk analysis approach can be used to select the ‘best’ fit, the ‘most’ feasible or the ‘most’ desirable option. 

Strategic fit — appropriateness

The strategic fit is the degree to which the options being reviewed fit the situation identified during the strategic analysis. A ‘good’ fit is logical, maximises available strengths and opportunities and minimises weaknesses and threats. In other words, it suits the nature of the organisation including its behavioural nature. Because this assessing of appropriateness relates to the situation considered during the strategic analysis process the tools that could help here are those that helped then:

· SWOT analysis

· Life cycle analysis

These approaches allow the options to be matched against the organisation’s rela​tive competitive position. Once only ‘suitable’ options are being considered they can go forward for feasibility and desirability testing.

Strategic feasibility

This is the assessment of the extent to which the option will work in practice. This feasibility can be judged in terms of both the returns that can be anticipated and the demands it will make. These may use detailed financial feasibility measures of predicted profitability and / or detailed cost-benefit.
Strategic desirability

This desirability is the extent to which the option is acceptable to the stakeholders of the organisation. A number of issues are associated with the strategic desirability of options. An option’s desirability will depend upon the goals and objectives of the organisation and hence the way to measure the degree of the desirability must also vary. The option may be assessed in terms of:

· Profitability

· Risk profile

· Social cost/benefit appraisal

· Shareholder expectations

All other things being equal, the higher the expected profitability the higher the strategic option will ‘score’. The selection of a strategy will require a trade-off to be made that balances risks with returns. One very simple approach to judging this is to ask two basic questions:

· What is the pay-off of the proposed strategy, quantitatively, qualitatively or via a reasonably realistic estimate of the benefit return?


· How far off are the goal posts in terms of the current capabilities, the business or technical difficulties to be overcome or the organisational barriers?

Strategic Implementation

This is the final aspect of the Johnson and Scholes model.  Implementation of a chosen strategy is by making any necessary adaptations to structure, the systems and people of the organisation and the acquisition and deployment of any resources.

When an organisation implements a trial decision it learns about the feasibility, appropriateness and desirability of that decision, and not as a separate issue.

When the process of strategic management has identified possible alternatives and weighed (in some way) those alternatives then the final stage is to implement the resultant choice. This element of the strategic management process aims to turn the selected strategy into action. Successful strategic implementation is just as criti​cal to organisational success as strategic choice, and just as difficult. Such strategic implementation requires that the organisation deal with the:

· Resources required

· Organisational structure changes required

· Systems and work force necessities

Resource planning identifies the major tasks to be done and assesses how, and by whom, these tasks can be resourced. 

Organisation structure will commonly require amendment as part of the process of strategic implementation, and the organisa​tion must judge how best to organise the business in order to carry through the strategy. 

The systems and work force must be geared up appropriately. The busi​ness procedures and information systems may need adjusting and the skill mix may also require tweaking.

Resource Planning

The relationship between strategy and resources appears here as if the formulation of strategy comes before its implementation through resource planning. In fact, resource capabilities are, of course, a fundamental issue in strategy formulation and may involve a change in the allocation of human and material resources. This needs to be planned at corporate and business unit level. Typically, the larger the organisation the more levels there will be. The corporate allocation of resources should reflect the busi​ness strategy being followed. Functional level resource allocation normally takes place through budgeting techniques and project planning and control mechanisms. The nature of the resource allocation process will be shaped by two key variables:

· The degree of change. The extent of the change in resource demands is a key vari​able, since in unstable, fast-changing times more judgement processes are required than under more static conditions when incremental changes can be made based on historically determined formulae.

· The extent of central direction. This is also a key variable since the central authority may expect to adjudicate on claims or it may leave units in an autonomous posi​tion and the resource allocation process would clearly differ.

Strategy and structure

The structure of an organisation is the way it is arranged, who holds what authority and responsibility and what communica​tion links there are. The organisational structure may be defined on the organisation chart, but it is likely that the chart captures only one facet of the structure the formal structure. Understanding the culture of the organisation builds some insight into its informal structure. Mintzberg (1983) suggests that there are six basic elements to any organisation (strategic apex, middle line, operating core, support staff, technostruc​ture and ideology) but they can be combined in an almost infinite number of ways! The size of each element and its relationship to all other elements defines the type of structure that the organisation has. These can be classified as:

· Entrepreneurial/simple structures. These occur where the activities are totally cen​tralised around the owner manager. There is no division of responsibility and so this is only suitable for small organisations in their formative stages.

· Functional structures. Structures of this type are grouped around the primary tasks of the business, such as marketing, production, and accounts, etc. This structure is appropriate for medium-sized organisations or those that have a rel​atively static environment.

· Divisional structures. These type of structures emerge as the organisation grows or becomes more diversified. These divisions are ‘chunks’ of the organisation that are responsible for a coherent market or product area. These divisions are frequently called strategic business units (SBU) since they are decentralised profit centres which may have functional structures of their own. This is an appropriate structure for organisations that have grown through acquisitions or where natural divisional splits exist. This is a very common structure for dynamic environments.

· Federal, or holding, structures. These structures pertain where a set of virtually autonomous operating companies has a headquarters that serves as an invest​ment company. They are suitable for conglomerates with diverse interests or where individual businesses are frequently bought or sold.

· Matrix structures, These combine features to give a two-dimensional chain of command. This is an appropriate structure for groups of businesses in diverse areas who nevertheless have significant inter-relationships.

Strategy and people and systems

Strategy is visible as a consistent pattern of resource decisions; that pattern hap​pens through people operating within activity systems making resource decisions. In order to deal successfully with the people and systems aspects of any strategic implementation it is necessary to achieve a cultural change for the organisational acceptance of the ‘new’ information, control, regulatory, and political systems. Control and feedback systems allow the organisation to detect that the strategy is succeeding or failing and to take corrective actions in order to implement that strat​egy more successfully, or to modify the strategy itself. These control systems are often quantitative in nature but, in general, need to provide:

· Effective monitoring of performance

· Devolution of responsibilities to the appropriate level of the organisation

· Agreed performance metrics

· Highlights of both successful and unsuccessful outcomes.

Regulatory systems are those that assist in bringing about strategic change since they promote changes in individuals’ behaviour. Whilst behaviour modifying sys​tems are often associated with ethical concerns, they encompass issues of:

· The incentive and reward system of:

· Monetary rewards, such as bonuses

· Non-monetary rewards, such as status enhancements.

· Training schemes to ensure that the organisation is able to implement the chosen strategy

The management style determines how these regulatory systems can be put into effect, just as it determines many other aspects of strategic management.  Management style can be classified as:

· Entrepreneurial
or
Conservative

· Autocratic

or
Democratic

· Mechanistic

or
Organic

The successful implementation of strategy is going to depend fundamentally upon the successful gaining of acceptance of the required behaviour changes. In other words the successful management of change. The commonest model of this process is the three stages of:

· Unfreeze - Create a climate ready for change

· Change

· Re-freeze - Institutionalise the new state

Change may be achieved directly, by altering the attitudes, beliefs and values of individuals, or indirectly, by changing the structure, goals or technology of the organisation. There are at least three different ways of making that three-stage process happen:

· Power -  coercive change rewards or punishes different behaviours

· Rational - legal change appeals to logic and rules

· Normative - re-educative change which alters values and norms.

IS and Stategic Formulation

Definitions

Information Technology (IT)

Describes any kit concerned with capture, storage, transmittal or presentation of information.

Management Information System (MIS)

The entire portfolio of computer-based systems and their manual procedures.

Decision Support Systems (DSS) and Executive Information Systems (EIS)

A sub-set of MIS contains the systems designed and implemented to specifically address the need to provide automated support during the decision making process.

Strategic Management Information Systems (SMIS)

Another sub-set of MIS, the set that contains systems considered critical to the current of future business competitiveness – hence survival – of an organisation.

Information System (IS)

A chosen adjective for the part of the whole organisation and/or that part of a managers activity related to IT, MIS, DSS or SMIS.

General model of MIS
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When a business event occurs it provides raw data for the MIS.  It may be recorded, appropriately stored, transmitted, combined with other raw data and ultimately presented.

Levels of MIS

The best-known model of levels and planning horizons on management activities is that of R. Anthony defined in 1965,
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Informed decision making at every level depends on MIS constructed for that level plus those of the lower tiers. 
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The role of the IS strategy is to ensure that the effective development and implementation of IS within the strategic direction and to do this each node must play the role indicated in the circle to avoid the dangers noted
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IS strategy planning

The process of planning that will deliver a document that defines what the IS strategy is.

IS strategic planning

Implies that the process of planning has as its purpose and time horizon, strategic levels of importance.

Where does an IS strategy fit in the wider set of strategies

Hierarchy of strategies
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This does not imply a fixed sequence.  During early experiments in IS strategy planning IS often acts as the catalyst for generating and documenting the business strategy.  

Relationship between IT, IS and Business strategies.
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What might an IS strategic plan contain?

The plan aims to achieve two things,

· Clearly identify where IS intends to go and so avoid the danger of getting lost – i.e. taking courses of action that do not contribute to the overall mission.

· Provide a formalised set of benchmarks so that progress on the journey can be measured.

It is possible to identify the necessary core elements to the IS strategy plan,

1. A clear statement of the IS objectives that give a clear sense of direction - where the organisation wishes to be.  

2. An inventory and assessment of both current capabilities and problems resulting from current practices – where the organisation is now.

3. A concrete implementation plan that translates the sense of direction and knowledge of the start point into a navigable route.  It must identify long and short-term actions and resource allocations.  It must acknowledge that organisational change is an almost inevitable corollary to the planning process.

Wards model of a planning process suggests the IS strategy plan should contain 3 elements

1. Business Information Strategy – indicates how information will be used to support the business.  

2. IS functionality Strategy – indicates what features and performance the organisation will need from the systems.  This demonstrates how the resources will be used.

3. IS/IT strategy – defines the policies for software and hardware.  Also defines the organisations stand on the IS organisation. 

The long-term plan although coinciding with the business plan time of three to five years tends to be far more project specific than the equivalent business plan.  The short term IS plan is very like the short-term business plan.  It defines the specific stages of projects that may run over several years.  It specifies dates, goals and budgets for software and hardware acquisitions.  

Competitive advantage to be gained from IS

Set of categories proposed by Ward that the instances of IS for competitive advantage are where IS is,

1. Linking the organisation to customers or suppliers.

2. Creating effective integration of the use of information in a value adding process.

3. Enabling the organisation to develop, produce, market and deliver new products or services based upon information.  

4. Giving senior management information to help develop and implement strategy.

There has been a revolution caused by the use of ITs which has permanently changed

· Supplier to customer relations

IS can fundamentally influence competitive relationships and support the existence of partnerships without ownerships.

· Distribution channels

E.g., distribution of cash is very different post ATMs.

· Production economies and product life cycles

· Value added services

Information wholesaling and home and business information services and brokerages relating to the acquiring, storing and enhancing by repackaging of information.

The information revolution has altered how managers see the role of IS.  It was once perceived to be only part of the operating of a business, now there is an increasing recognition of the value of information. All organisation now realise that IS contributes to both sides of the general business equation – it adds to both the revenue and the cost streams.

Porter and Millar (1985) suggested that the strategic signifance of IS had the potential for deliberately gaining competitive advantage by following their 5 step process

1. Assess the information intensity

2. Determine the role of IS in the industry structure

3. Identify and rank the ways IS might create competitive advantage

4. Investigate how IS might spawn new business.

5. Develop a plan for taking advantage of IS.

To gain competitive advantage an organisation must be able to make the distinction between 

· Technology hype – area of the sales man pitch!

· Technology capability – what current technologies can actually do today.

· Useful technology – out of the larger set of capabilities this fairly small set that any organisation finds useful.

· Strategic technology – the hub that any organisation is seeking, the subset of IS that if not adopted would lead to business performance suffering.

So what good comes about?

Many valuable and real benefits are gained but it would be naïve to assume that every organisation should go all out for competitive advantage since it is not likely to be the result of conscious searching.

The answer may not be competitive advantage from strategic planning of IS but rather competitive disadvantage if you don’t.

“Successfully using IS for competitive advantage has become one of the greatest adventures involving a wealth of skills, acute business knowledge, a good measure of self confidence and courage and of course the magic ingredient – strategic insight.”
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