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Thank you for downloading a copy of these ExPress notes and | hope you
find them useful for your studies.

We provide these ExPress notes free of charge to individual students
Steve Crossman as part of our CSR initiatives. The notes are designed to help students
CEO The ExP Group assimilate and understand the most important areas for the exam as
quickly as possible.

A word of warning though in that they have not been designed to cover
everything in the syllabus so you should only use these notes for either
an overview of the key areas before you start your main studies or as part
of your final revision in the run up to your exams.

Importantly though, we want you to be successful in your exams so good
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Key definitions:
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Strategic planning: An organisation’s process for ascertaining the strategy it should adopt, taking into
account what they want to do, how they are going to do it and what resources they will need. Strategic
planning covers where the organisation is planning on going, impacts on the whole organisation and
involves the long term view. Note the distinction in what is meant by “long term” (for example the “long
term” is different when comparing the airline industry with the fashion industry.)

Strategy Hierarchy:

Corporate strategy: covers the “big view” of the

) organisation. It answers the question “What business or
Co rporate businesses should we be in?
' " Business strategy: the strategy of a single business
Business organisation or the strategies of strategic business units
,.J (SBUs)
—a <
Functiona I Functional (or operational) strategy: the functional

_‘_/ strategies involving items such as marketing, IT and HRM
\ that support the business strategy.
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It is important that the strategies support each other. For example, if the Business Strategy of a SBU
revolves around providing high quality consultancy advice on certain areas, a functional strategy for
HRM of minimising labour costs would cause problems.

Johnson, Scholes and Whittington (JSW) model of strategic planning

Strategic

position

WWW:Ttneex gmu; LCeom

e Strategic choice — how to compete (Porter), direction of growth (Ansoff) and method of growth
(acquisition vs organic).

e Implementation of strategy — structure of organisation, resources planning and managing
change.

Strategic drift

e A situation where organisation’s strategy gradually moves away from the forces at work in its
environment.
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In order to gdeglgn suitable strategig plans, an organisation needs to analyse its strategic position. This
is ch

includes an B Al liy t Ogiche | N t @Morganisation
possesses. ot aI WOd t surrounding an
organisation. It then goes on to examine strategic cap®bilities and Ywi#e chain analysis.
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Political - global, national and local changes and trends. Taxation policies. Relationships between certain
countries.

Economic - global, regional and local issues. Exchange rates. Link to topical issues such as global
recession, current interest rates for funding.

Social - changes in behaviour and expectations in society. Demographics, lifestyle.

Technological - changes including hardware, software, e-issues, materials and services. Global
communications.

Environmental — what are the environmental considerations such as recycling, pollution, attitude of the
media, customers, etc.

Legal - changes and predicted changes to regional (e.g. EU) and national legislation. Regulatory bodies.
Changes to employment law.

Disclaimer: © 2020 The ExP Group. Individuals may reproduce this material if it is for their own private study use only. Written permission needs to be obtained

in advance if you are planning on using them on a training course you're delivering. Reproduction by any means for any other purpose is prohibited. These

materials are for educational purposes only and so are necessarily simplified and summarised. Always obtain expert advice on any specific issue. Refer to our P 6
full terms and conditions of use. No liability for damage arising from use of these notes will be accepted by the ExP Group age



ACCA SBL | ExPress Notes The ExP Group & @

This model examines the role of five forces that determine how attractive a particular market/industry is.

Suppliers

Substitute

N OI:revie W pages
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availability of substitute products.

of differentiation of the product, presence of substitute products, etc. Compare the power of Intel
supplying computer chips to the computer industry vs. a sugar producer supplying sugar to a soft drinks
manufacturer.

3. Competitive rivalry
The rivalry will depend on the nhumber and strength of competitors, economies of scale and exit barriers.
4. Threat of new entrants

Markets generating high returns will attract new entrants that in turn could reduce industry profits.
Barriers to entry such as government licenses (mobile phone operators) are important in reducing the
threat of new entrants.

5. Threat of substitutes

If there are similar products, a customer will be more likely to switch rather than stay with a product
when there are price rises (elastic demand).
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This is a model outlining the theory why certain industries are competitive in particular locations.

There are four broad factors within the diamond.

Factor

Conditions
‘ irm Strateg '} Demand
Structure Conditions

‘ Related &

Supporting

Factor conditions include physical resources, human resources and specialised resources.

Demand con trv with Bophisticated home buvers who “demand” quality, advanced and
innovative p S ,aré&?Vell I titive @

Related and supporting industries can produce inputs fof a compan ich feed into the success of the
usiness.
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Protectionism can weaken a market.
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Strategic capabilities: These result from the organisation’s resources (e.g. machinery) and its
competencies (ability to use those resources)

Threshold resources and competencies: These are the minimum required by an organisation to meet
customer’s minimum requirements. In effect, this is what is required to stay in business.

Core competencies: These are processes and activities undertaken by an organisation that are seen as
being central to their success. Core competencies are capabilities that are critical to a business achieving
competitive advantage.

They provide customer benefits and are difficult for competitors to imitate.
A core competency can take many forms such as technical knowhow or customer relationships.

Amazon.com has a number of core competencies such as reliable and efficient online ordering and
delivery system.
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Definitions

The areas of the business that must be performed well if the business is to achieve its mission and
objectives.

CSFs will vary from industry to industry. An example of a CSF for an online food delivery company would
be prompt and accurate home delivery.

Key Performance Indicators (KPIs) measure the performance of the CSFs.

Porter’s value chain represents a series of activities that both create and build value. Combined they
represent the total value delivered by an organisation. The “margin” in the diagram is the added value
(the difference between the total value of the activities and the cost of performing them). The model is
used to help businesses identify which activities give it a competitive advantage.

Strengths (internal) Weaknesses (internal)

e.g. resources and capabilities e.g. lack of certain resources or capabilities
Opportunities (external) Threats

e.g. arrival of new technology e.g. arrival of substitute product
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