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ABSTRACT

Whatever uncertainties and complexities the future might hold, companies will be faced
with a dynamic environment and will have to cope with the resulting challenges through
strategy management. The objective of work presented in this thesis is to develop a
better understanding of the effect of a business process based approach to strategy
management. This understanding adopts a business process perspective and extends the

design view to integrate financial and operational performance measures by embracing

the organisation as the unit of analysis.

The work presented in this research, following an in-depth review of literature,
developed a set of requirements for a Dynamic Strategy Management Process. These
requirements suggest that strategy management is viewed as a business process. The
research continued by critically evaluating the existing strategy management
frameworks, models, methodologies, tools and techniques, which have been classified
according to their scope. This review concluded that although approaches reviewed
collectively met all the requirements, individually none of the approaches fulfilled all of
these requirements. Hence, to fulfil these requirements, PROPHESY (Process Oriented
Performance Headed Strategy) was developed which is documented in detail in a
workbook foﬁnat. PROPHESY process was tested using two alternative approaches:
The broad approach was conducted using a structured and close-ended questionnaire as
well as holding workshops with a total of forty managers. Narrow approach was
conducted through implementation of the PROPHESY in case studies with four
manufacturing companies. All feedback from these participants was used as a basis for

improving the process.

The research concludes with interesting observations on the positive impact of business
process based strategy management approach. It also concludes that operations strategy

should focus on creating value that is independent for each business unit. This means



developing horizontal strategies that have objectives of coordinating business processes

and developing objectives that encourage the sharing of resources and skills.
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Chapter 1 - Introduction

1.1. Background

The manufacturing environment has changed rapidly since the 1950s. Today’s globally

competitive environment is complex, dynamic and unpredictable. To deal with this level
of change, many strategy formulation processes have been developed, which has been

one of the key tasks for managers and researchers throughout the 1980s and 1990s.

The future might hold many uncertainties and complexities in this dynamic world, which
the companies should withstand. Therefore, companies need to develop and review their
strategies almost continuously to stay ahead of the competition (Feurer et al, 1995;
Mintzberg). Strategy management requires considerable resources and effort in terms of

managerial time, with increasing pressures for innovation, knowledge sharing and co-

operation.

The successful operation of manufacturing organisation involves the co-ordination of a
number of individual tasks / actions to meet both the stakeholders’ requirements and the
organisation’s objectives. The need for a strategy management process has been
recognised by some researchers, e.g. Kaplan and Norton (2001), Feurer et al (1995). The
existing strategy management frameworks, models, methodologies, tools and

techniques, have been classified according to their scope as follows:
e Business wide
e Functional / operational focused

¢ Business Processes focused

There have been comparatively few attempts to strategy management formulation
process at the business wide level model, most of which are highly conceptual. They

have a number of distinctive stages with limited feedback between them. Furthermore,



most models at business wide level offer only general guidelines into the practical
process of strategy formulation. On the other hand, functionally based models place
greater emphasis on the practical process of operation / manufacturing strategy
formulation, lack of adoption of manufacturing concept within the corporate strategy
(within the framework of organisation strategy, manufacturing and operation strategy is
traditionally viewed as a functional level strategy). Business processes focused models
attempt to combine the rigour of the business wide models with the perspective on
strategy formulation in which business processes are central. Moreover, judgment of the

resulting strategy, although seen to be important, is largely neglected by all scope of the

models.

Although all different strategy management process approaches within different scope
serve adequately as a general solution and insight, they have particular weaknesses and
uses. There are many similarities among the tools and techniques for many of the
approaches. The parallelism and similarities between these vary and tools within each

approach help to regard them as a single strategy management approach.

1.2. Objectives

The main objective of the work presented in this thesis has been to study ‘strategy
management’ concepts, frameworks, methods, tools and techniques éhis was to develop
a better understanding of the effect of a business process based approach to strategy
management. In conducting this study a number of development gaps (strategy
management process requirements) were identified and appropriate tools and techniques
were developed to address these gaps. This gap led the researcher to believe that
understanding the feasibility, use and effect of business process based approach to

strategy management is an important and under-researched subject.

The background to this research is further elaborated on an introduction to chapter 2 (i.e.

literature review). The process-based aproach was developed to address these gaps. The



validity of the new strategy management process has been accomplished through its
application in the workshop (subjective test-management perspective) and case study

organisation (objective test by design and case studies).

In the context of this thesis the term ‘strategy management’ is used to describe strategy

management as a process where an organisation defines its objective, formulates actions

and reaches its desired destination in a proper timescale, then implements those chosen

actions and evaluates the results.

1.3. Thesis Structure

The starting point of this research is based on the previous works by the following
propositions:
e Strategy management / performance measurement should be viewed as a Business

Process (Pearce and Robinson, 1988; Ansof, 1990; Wheelen and Hunger, 1992;
Bititct et al 2001)

e Strategy management process needs to include the performance measurement
process as inputs as well asabutputs (Bititci et al, 1997; Oﬁfen, 1982)

o The strategic objectives need to be systematically deployed down to business

processes, rather than functions because these are the processes that generate value

for the business (Feurer, 1995; Flood and Jackson, 1981; Bititci et al 1997, 1999).

This research is structured into major four parts, namely:

o Part 1: Identification of what is exactly required.

Chapter 2 begins by reviewing strategy management in general, f performance
measurement, strategy performance, operations strategy and includes business processes
literature, in particular. Following an in-depth review of literature, a set of requirements

for a Dynamic Strategy Management Process was developed. These requirements




suggest that strategy management should be viewed as a business process. In this

context Strategy Management is defined as “the business process by which a business

develops, deploys, implements, monitors, reviews and re-develops its Operations

Strategy".

Chapter 3 carries on critically evaluating the existing strategy management frameworks,
models, methodologies, tools and techniques against the requirements established in
Chapter 2. This evaluation concluded that although the approaches reviewed collectively
met all the requirements, individually none of the approaches fulfilled all of these
requirements.

Chapter 4 describes the research methodologies used in this research. The choice of
research methodology 1s discussed together with the methodological implications of case

study approach.

o Part 2: Development of how it is going to be done

Chapter 5 outlines how a new operations strategy management process, namely
PROPHESY process has been developed by the researcher to fulfil the requirements

stated in the previous section. The reasons for adopting the particular strategy and

operations management tools and techniques are presented.

e Part 3: Validation of the methodology through objective (experiments) and
subjective (workshops) test

The PROPHESY process was tested using two alternative approaches: 1. broad and
shallow, 2. deep and narrow. Chapter 6 summarises the broad and shallow approach. .
The narrow and deep approach was conducted through implementation of the
PROPHESY process in various case studies with four manufacturing companies.

Chapter 7,8,9 and 10 describe these four case studies.




o Part 4: Synthesis

Chapter 11 compares findings from the four case studies. Chapter 12 discusses the
strengths and limitations of the research methodology and key lessons from each case.
Finally chapter 13 summarises the conclusions from this research and their implications
for management practice. The contributions to the current knowledge of the research are

highlighted in chapter 12 and some suggestions are made for future research in chapter
13.



Chapter 2 - Literature Review

2.1.Introduction

Manufacturing systems are complex and dynamic environments are composed of a
broad range of inter-related technological, organisational, cultural, social, political and
commercial factors. The changing environment demands new capabilities. The ability of

manufacturing companies to adjust quickly and accurately to changing conditions will

be an important issue for success in the future.

As a response to environmental changes, new strategic paradigms have appeared each
offering a solution as to how a company should be managed and organised to be
competitive. The list includes concepts like Performance Measurement, Business
Process Engineering, Total Quality Management and so on. Therefore, especially over

recent years, there has been considerable emphasis on performance measurement in all

industrial and manufacturing companies as a means to:

e Focus and align executive teams, business units, human resources, information,

technology, and financial resources to the organisational strategy (Kaplan and
Norton, 2001)

e Control the strategic direction of the business and its constituent parts (Bititci et al
1998, Maskell 1991, Cross and Lynch 1988-1989, Kaplan 1983,1984, Neely, 1995)

¢ Drive improvement programmes in line with the strategic direction of the business
(Bititci et al 1998, 2000, Neely et al 1995, 1997, 2000, Kaplan and Norton 1996,
Glaberson 1985, Maskell 1991)

o Assess the implementation of strategy (Kaplan and Norton, 1996, Bourne et al, 2000)

o Test the validity of the strategy (Bourne et al, 2000, Kaplan and Norton 1996, Feurer
and Chaharbaghi, 1995)



e To enhance the role of manufacturing managers in strategic decision-making

resulting in better performance (Swamidass and Newell, 1987; Richardson et al,
1985; Ward et al. 1995).

Point of Departure:

Research into the missing link between manufacturing strategy and corporate strategy
has evolved since Skinner’s (1969) work on what 1s now called operations strategy. The
objective of this research is to make a contribution to better understand the process of
using a dynamic strategy management process 1n manufacturing companies.
Consequently, this research studied and used elements of various models and
frameworks in Strategic Management and Operations Strategy, but it was initially
influenced by the following strategic improvement oriented performance measurement

system developments:

Results of Integrated Performance Measurement Systems (IPMS), which 1s developed
by the Centre of Strategic Manufacturing (CSM) at the University of Strathclyde (Bititci
et al 1995, 1998, 2000). This work built upon the Balanced Scorecard (Kaplan and
Norton, 1996) and EFQM models using the Viable Systems Model (Beer, 1985). The
structure of this reference model is based on:

o Systems thinking based on Viable Business Structure (Bititci and Turner,
1998), integrates the CIM-OSA Business Process architecture (AMICE-
ESPRIT, 1989) with VSM thinking, which also demonstrates that Business
Processes are cybernetic (Beer, 1985)

o Process orientation, which focuses on key business processes to manage
business performance. This model used CIM-OSA Business Process
Architecture (ESPRIT Consortium AMICE, 1989).

o Policy deployment, which deploys the revised objectives and priorities to

business units, processes and activities using performance measures (Bititci

et al, 2000)



o Competitive criteria and benchmarking, which defines key competitive
factors and position of the business and the business units within its
competitive criteria (Bititci et al 1997)

o Internal and external Control Systems, which uses performance measures to

continuously, monitor critical parameters on the internal and external

environment (Bititci et al 2000).

IPMS research program defines “Performance Measurement as a key business process
and states that a Performance Measurement System should be a dynamic system by

having an internal-external monitoring system, a review and an internal deployment

system”

Since the 1980s, different models have been developed toward better-integrated
performance measurement systems. Kaplan and Norton (1990, 1996) introduced the idea
of the Balanced Scorecard when they realised that financial indicators could not drive
organisational performance in competitive environment. The companies have been using
the Balanced Scorecard to:

o state the results of the company’s operations and the operational measures
provide a clear view of the causes of the results
clarify and update strategy

link strategic objective to long-term targets and annual budgets

O O O O

conduct periodic performance reviews to learn about and improve strategy

Cambridge University also developed a process for designing performance measurement

system (Neely et al, 1995) and Manufacturing Strategy Process (Platts et al, 1996).

These processes are explained in two separate workbooks.

In Cambridge University’s Performance Measurement Model (Neely et al, 1995) and
Kaplan and Norton’s “Balanced Scorecard” (Kaplan 1990, 1996) the performance

measurement system starts from the company’s strategy. In large, it was stated that



managers, whose organisations were dealing with strategy, must first determine whether
they have the resources to succeed, 1.e. monitor only internal performance. Both models

focus on supporting the more effective application of internal resources instead of

external ones.

The foundations of this research are based on the following propositions:

1. Strategy management process needs to include the performance measurement
process both as inputs as well as outputs (Bitici et al 1997, Owen 1982)
2. Strategic objectives need to be systematically deployed down to business processes,

rather than functions, because it is the business processes that generate value for

the business (Feurer, 1995; Flood and Jackson, 1981; Bititci 1997)
3. Strategy management process should be viewed as a Business Process (Pearce and

Robinson, 1988; Ansof, 1990; Wheelen and Hunger, 1992; Childe et al., 1994,
1995; Goodman and Lawless, 1994, Bititci et al., 2000)

Therefore, the initial aim of the research was to review the literature to explore the

validity of the above propositions and, if appropriate, extend these.

Later in this chapter (page 56) the supporting arguments behind these propositions are
clarified and discussed in full. The literature review presented in this chapter will
demonstrate the validity of these three initial propositions as well as extending them to

twenty three individual requirements a ‘strategy management process’ should fulfil.

Scope of the literature:

To fulfil such objectives, it was decided to include the following fields in the scope of
the literature review:
° Strategic Management: All strategic management frameworks offer assistance to

managers helping them to understand their business and its particular situation, and



strengths, and the level of management involved. Although this research area
contains to the operations discipline, the nature of the linkage between operations
strategy and business strategy or strategic management has been issue, which has
attracted considerable interest over a long period (Wheelwright, 1984, etc.). Hence,
this research seeks to move the debate forward by clarifying further the nature of
existing Operations Strategy contribution to the overall company strategy.

® Business Process Management: The business exists to generate value for the
shareholders. This value can be generated by concerning management of processes,
people, technology and other resources in the production of goods and services.

Naturally, each business has business processes (e.g. they need to get an order,

manufacture the product and later sell it and, if necessary, support it). Therefore, the
success of strategy i1s dependent on the successful business processes of its critical
activities and mnputs. As a result, this research takes into account business-process
management literature in terms of how business process can be applied to Strategy
Management Process.

e Performance Measurement: Strategic management is not so much about formal
planning at top-level management, but more of a commitment process, open to all
levels of staff. Therefore, operational strategy should facilitate decision making
through its framework of integrated performance measures.

o Strategy Performance: Strategic Management requires considerable resources and
effort in terms of managerial time with increasing pressures for innovation, sharing
of knowledge and co-operation. It seems that the only way to assess the success or
failure of a particular strategy (i.e. strategy performance) is by examining its
outcome, 1.e. reactively after a period of time. However, practitioners would like to
have greater confidence that their chosen strategy 1s going to lead to successful
results. Therefore, the active assessment of the performance of a strategy literature

was also considered.

The review of this chapter is structured as follows:

o Strategic management

10



e Strategy definition
e Strategic management frameworks

e Alternative approaches to strategy deployment: Functional versus Business

Process
o (Operations strategy
o QOperations strategy frameworks
e Operations objectives
e Operations strategy decision areas
o Performance Measurement

o Strategy Performance: Factors, which effect success/ failure of chosen strategy

e Analysis of literature

¢ Conclusions

2.2.S5trategic Management
2.2.1. Strategy Definition

The definition of the topic under research will avoid conflicting interpretations of what
should be considered strategy and, by extension, what should be understood by the term

strategic management.

The concepts of strategy originated from Greek word ‘Strategia’ or ‘generalship’. The
person making ‘Strategia’ was called as strategus or strategos, meaning the leader

(general) of an army (Meyer, 1994).

Drucker (1964) was the first researcher to ask important question, ‘what is our business’
and defined strategy as “understanding the particular business situation”. Abell (1980)
tried to answer Drucker’s (1964) question by considering the concept of a product-
market to be inadequate for the purpose of business definition. He argued that ‘business

definition is the pivotal act in the setting of business strategy’. Following Abell (1980),

11



Thomson and Strickland (1990) considered that business definition comes from three

factors; customers’ needs; customers group; the technology used, and what functions are

performed.

To bring order out of conflicts of business definition and strategic thought, and put
forward an internally consistent, understandable and practical approach to strategy has

been endeavoured by some researchers, such as Digman, 1990; Hofer and Schendel,
1986; Pearce and Robinson, 1988 etc.

A series of articles from the mid-1980s to mid 1990s by Hamel and Prahalad widen to
traditional conceptual strategy in terms of showing the importance of strategic intent and
the importance of leveraging and stretching core competencies to provide competitive
advantages. Wheelwright (1984) and Mintzberg (1999) plunge straight into the semantic
minefield by showing in practice that, the word “strategy” has been used in many
different ways and implicitly accepting any number of definitions, whilst tending to
reserve just one for individual formal purposes. Therefore, different strategy definitions
from different researchers can be shown against the Mintzberg (1987) strategy concept

with five Ps as illustrated in Table 2.1.

An interesting point that comes out from the literature is the wide variety of words and
phrases employed by different researchers on the strategy definition, who seem unable to

agree upon a standard terminology.

12
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Heracleous (1998) summarised Strategic Management as the process of integrating

strategic thinking and strategic planning, as illustrated in Figure 2.1.

T = hail |

e A, WS

According to the above literature on strategic management and strategy definition, it can

be concluded that:

Strategy is a management discipline and strategy can
e be a unique positioning of a company for different markets

e cenable key decision makers at all levels of an organisation resulting in the
formulation and implementation by considering of own practical experience,

business, market and environmental requirements

e belong and short term
e provide the basis for trading-off and selecting options (e.g. equipment, people,
resource allocation, etc.)

This following section underlines the development of classification to aid strategic

management.

2.2.2. Classifications

Strategy has been the basis of many empirical studies and has led to the development of

models in order to describe and understand the phenomenon. Researchers proposed
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different generic strategies, which are mostly based on previous work (e.g. Porter (1980)

generic strategies). These generic strategies offered companies’ fixed strategies or

organisation classification according to their competitive advantages rather than taking

them through a process to create a bespoke strategy (e.g. Hayes and Wheelwright
(1984): Sweeney (1991, 1993); Richardson et al (1985). The main studies (Table 2.2.)

include:

1.

Miles and Snow (1978) have classified firms on the basis of their behaviour with
respect to competitors (e.g. reactors, analyser, defenders) or new opportunities

(prospectors vs. reactors) to show relationships between strategy, structure,
technology and process.

Stobaugh and Telesio (1983) used the manufacturing task to define their strategic
group. They offered their international manufacturing strategies - cost based,

technology based and market-driven through using 100 multinational case studies.

. Hayes and Wheelwright (1984) developed a four-stage framework indicating the

evolution of the manufacturing function as a strategic entity. The framework 1s used
in the analysis of the initial case study data to provide a scale for the view of
manufacturing and its role within each organisation in terms of internally neutral,
externally neutral, internally supportive and externally supportive.

Richardson et al (1985) developed a classification of business units according to six
mission statements and four manufacturing tasks which are new product centre,
custom innovators, cost minimising job shops and cost minimisers.

Miller and Roth (1994) defined three groups of generic manufacturing strategies-
Caretaker, Innovator and Marketer by examining 164 large American manufacturing
companies

De Meyer (1990) used results from the European Manufacturing Futures survey to
identify three groups - high performance product groups, manufacturing innovators
and marketing oriented.

Sweeney (1991, 1993) proposed a strategic manufacturing framework to link
customer service strategies to four types of strategies: marketer, innovator, caretaker,

and re-organiser.

16



8. Treacy & Wiersema (1993) focused on three value disciplines in order to redefine
customer value in the light of success of industry leaders, as follows: operational
excellence, product leadership and customer intimacy.

9. Ward et al (1996) identified four strategic configurations: Niche differentiators,
broad differentiators, cost leaders and lean competitors. The configurations are

traced conceptually through competitive strategy, organisational structure,

environment and a strategic framework of manufacturing capabilities and decisions.

These different generic strategy and organisation classifications can be summarised
against Sweeney’s generic strategy classification with caretaker, marketer, reorganiser,

and innovator, as illustrated in Table 2.2.

To conclude, in general terms generic strategies or organisation classifications are very
useful if the company has only one product or market group. If each business unit within
the company tried to compete in different ways, then the generic strategies (e.g. Porter’s
generic strategies, Sweney) application will meet with some difficulties in terms of
maintaining different skills and resources as well as different structures and technology
within the same organisation. Even if the company competes in the same way in a
different business unit, which exists to produce different products for customer

requirements, there 1s a danger of the company being stuck in the middle.
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2.2.3. Strategic Management Frameworks

The following paragraphs provide a brief overview of the more significant

developments.
2.2.3.1. Basic Financial Frameworks

Where companies concentrate on projecting their financial indicators into the future
rather than formalising their strategy (Gluck et al 1980). Many companies still define
their long-range plans in accounting terms and use financial models to make their
projections. This may help to define the subsidiary / parent relationship but would offer
little help in defining the strategic direction of the business, or in achieving

concentration or consistency (Pearson, 1999).

2.2.3.2. Forecast Based Planning

This framework is about more effective planning for growth through environmental
analysis, and static analysis of resources (Gluck et al., 1980). Strengths and weaknesses,
opportunities and threats form the basis of many forecast - based budget planning. With
this method, companies taking that step undoubtedly understood more, about their own

business than they did before (Pearson, 1999).

2.2.3.3. Externally Oriented Planning

This framework is about managing increased responses to markets and competition
through situation analysis and competitive assessment, evaluating of strategic

alternatives and dynamic allocation of resources (Gluck et al., 1980).

Different from the forecast based planning which 1s external to the firm, this planning

lies primarily within the firm in terms of diversifying the company into business units.
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While externally oriented planning advantage derives from offering a number of
alternatives to the managers, each choice is usually characterised by a different profile or
gives priority to different objectives. A firm could gain advantages if it is able to
ettectively be aware of and use their resources for business development. Besides, the
weakness of this approach can affect the firm’s long-term competitive strength and well

being 1if the explicit choices are made by the middle managers without top-level

participation.
2.2.3.4. Evolutionary Frameworks

These are based on a systems approach, in terms of the evolution of products, industries
and businesses. One point of view is that “in searching for the best strategy, it is best to
let the environment do the selecting, not the managers (Whittington, 1993)”. It can be
argued that the environment must be a key input to strategy development but managers
must focus the organisation's direction to effectively compete in the chosen market. For
the researcher’s view, companies do have the power to influence the environment, and,
therefore, product lifecycle frameworks (Pearson, 1999) and experience curve (BCG,
1968) types of approaches are considered to provide more appropriate frameworks for

Strategy Management.

2.2.3.5. Portfolio Frameworks

The most commonly used derivative of this approach 1s the Boston Box (BCG, 1969),
which positions an organisation's product portfolio in a Growth-Share matrix. Other
examples in this category include the directional policy matrix (Hax and Majlux, 1983a)
and the business strength / market attractiveness matrix (Hax and Majlux, 1983b). In
general, these approaches offer to analyse a company’s product portfolio from an
economic and/or market perspective but they do not offer any significant strategic

direction.
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2.1.3.6. Competitive Strategy

This approach emphasises the analysis of the competitive forces within the economic
environment to steer an organisation towards adopting a strategic posture to differentiate

1t from 1ts competitors (Porter 1979,1980).

These forces act on companies and set off three generic business strategies: overall cost
leadership, differentiation and focus. In core principle, the first two dimensions of
competitive strategy were considered as shown in Figure 2.3. (Porter, 1988):

1. Strategic target- market scope: An idea for describing the firms’ competitive
strategy according to their market scope (focus or broad) and their origin of
competitive advantages (cost or differentiation)

2. Strategic Advantages: A supposed proposition about the sustainable competitive
advantages: A firm must concentrate on one of the generic strategies through

making clear choices about the type of advantages and also such advantages

scope 1n order to avoid being “stuck in the middle”.

Strategic Advantages

Broad Ivory Soap American Airlines
(Industry wide) Broad
Broad Cost Differentiation
Strategic Target
Narrow La Quinta Inns Cray Research inc.
(Particular Focused
Segment only) Focus Cost Differentiation

Low Cost Differentiation

Figure 2.3. Porter’s Generic Strategies (Porter, 1988)

Although the generic strategies have been lead to new competitive strategy development

and are also popular with the industry because of their simplicity, they have been subject
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to some criticism. Murray (1988) and Hendry (1990) highlighted the difficulty of linking
generic strategies to external constraints. Hendry (1990) also illustrated that the strategy
types were not clear as to how such strategies can be implemented in different business

units within the company.

2.2.3.7. Transformational Frameworks

These frameworks aim to focus and concentrate, over time, on organisational energy to
maximise value (Grundy, 1993; Day and Fahey, 1990) through market based value

propositions (Treacy and Wiersema, 1993) or the development of core competencies
(Prahalad and Hamel, 1990; Snyder and Ebeling 1992; Doz, 1994; Campbell and Lunch,

1997).

Unlike many of the previous perspectives, the concept of core competencies considers
some dilemmas in terms of balancing competence leverage opportunities (Doz, 1994,

pp.52-74). Each dilemma (e.g. emergent vs. programmatic) comprises a process of

organisational learning as shown in Table 2.3.

Key Processes Natural Path Managed effort

1. Competence Emergent. vs  Programmatic
development

2. Competence diffusion Apprenticeships vs  Explication

3. Competence Specificity. vs  Aggregation
integration

4. Competence leverage Exploitation vs  Exploration

5. Competence renewal  Incrementalism vs.  Discontinuit

Table 2.3. Dilemmas in core competence management (From Doz, 1994)

Some researchers have used different terminology for core competence, particularly

emphasises on ‘collective learning in the corporation, or ‘core capability’ as better

expressing the dynamic learning processes involved (Campbell& Lunch, 1997).

Snyder and Ebeling (1992) used the phrase ‘key activity’ for core competence. They

demonstrated that ‘gaining a strong relative share in key value-added activities is more
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relevant to competitive position than gaining share of the related product market’. They

proposed three criteria to define key activities as follows;
1. It must offer significant added value

2. Represent a unique capability that provides enduring competitive advantages

3. Have a potential to support multiple end products and services.

They used activity-based benchmarking, employee and asset distribution and ‘what 1f’

scenarios to achieve a managerial consensus on the key activities for the company.

Summary:

Table 2.4. summarises the characteristics of the main strategy management approaches.
This table showed that the earlier frameworks tended to be more limited than later ones,

particularly focusing only on financial indicators.

These approaches to strategy management highlighted the need for ways to integrate
strategic thinking and strategy management, which are both practical and focused on key
strategic issues, e.g. financial information, competitive criteria, SWOT analysis, value
propositions etc. Earlier frameworks have many similarities but they suggest that they

offer a different strategy management approach. However, it would be more usefully to

emerge or combine these into a single strategy management process.
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Basm ﬁnanclal 5 year budget inc.
frameworks P&L, balance sheet,
cash flow
==
planning weaknesses opportunities

Externally oriented As above + business

planning units, priority of et Beeats a:::s
different objectives pp

frameworks inputs

Portfolio frameworks | Relative market share,
competitive capacity,
strengths factors

Competitive strategy | Business posmomng Five forces
shaping industry Yes Yes Yes
orofitabili

Transformational Core competencies,
frameworks product characteristics

propositions,
competitors,
customer
perceptions and
needs
Table 2.4. Characteristics of strategy management approaches (Adopted from Pearson, 1999)

Yes Yes Yes

2.2.4. Alternative approaches to strategy deployment

The purpose of this section is to demonstrate how the word “strategy” in the business is

commonly used in terms of organisational levels and how it is deployed or propagated

throughout these levels.

Strategy Management is frequently described in terms of a hierarchy of strategies, even
if some academics and practitioners, e.g. Hayes and Upton (1998), Hayes and Pisano

(1994) and Porter do not agree on Strategic Management hierarchy. They described

Strategy Management Process as “the strategy for the whole company and not the
strategy of its parts”. Other researchers, such as Skinner, Hill, Platts and Wheelwright
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1llustrate Strategy according to its organisational level in terms of two alternatives

approaches: functional and process

2.2.4.1. Functional Approach

Traditionally, business models have depicted companies as being made up of a set-of
functions. Successive models have tended to add to this depiction by linking together
competitive .criteria, decision areas- such as manufacturing decisions areas and
performance measurement with only minor modifications to this basic theme. In this

field, models have been developed at a conceptual level instead of as a Strategy
Management Process, such as Skinner (1978) and Hill (1993).

Traditional Strategy Management Processes look at strategy at three levels (Hoter and
Schendel 1978; Wheelwright 1984). These are:

1. Corporate What set of business should we be 1n?
Strategy: Selecting the business in which the firm will (and will not) participate
Acquiring and allocating resources among the selected business to create value for the
firm’s public (constituencies)
2. Business How should we compete in XYZ business?
Strategy: Clarifying the boundaries of the business to be served
Selecting the desired competitive advantage to be pursued
3. Functional How can this function contribute to the competitive advantages of the business?
Strategy: 1. Determining the base on which the function will support the desired

competitive advantage

2. Integrating and co-ordinating the function with other functions to which it

interfaces

Traditional functional techniques for formulating strategies normally first concentrate on
identifying potential attractive markets and then looking at whether it is feasible and
possible to enter them (Hammer and Champy, 1995). This approach and the above

emergent stakeholder requirements necessitate a compatible company structure. The
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structure alluded to by the above requirements call for a systems way of thinking about

support and value-adding activities.

In short, corporate level strategies address what business an organisation plans to
participate in and how to allocate resources amongst those businesses. Business level
strategies deal with how the organisation plans to compete in its specific businesses.
Functional level strategies are included with the principle functions within a business
including marketing, finance, human resources, research and development and
manufacturing (Caron John, 1986). Within this strategy of hierarchy, corporate strategy
drives business strategy, which then drives functional strategy.

Within this hierarchy, Operations Strategy can be seen in three places,
1. At the Corporate Strategy level taking a broad view a set of single businesses
(Hayes (1985), Hayes and Pisona (1994), Hayes and Upton (1998)).
2. At business or business unit level (Focus (2000))
3. One of the Functional Strategy at the business level (Hill, Wheelwright, Platts et

al and so on).

2.2.4.2.Limitation of Functional Approaches

Many authors discussed the limitations functional approaches (Talwar 1997, Gianesi
1998, etc.) while others identified a need for process approaches (Hammer and
Champy, 1995 and Hall et al, 1993). The disadvantages of a functional approach can be

categorised into four headings. These are illustrated in Table 2.5.

Structure
e Functional hierarchies generate their own self-serving tasks and complexities as managers seek to
expand their influence and power (Talwar, 1997)

e Staff are relocated along the needs of a hierarchy to satisfy the targets against which the hierarchy is
measured (Talwar 1997)

e Functional Strategies aim to ensure ‘high vertical’ agreement. With this approach some proposals are
difficult to realise without ‘extremely diligent management.’ (Gianesi, 1998
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Process .

e A Company that automates its production process without understanding the impact upon other
functions is laying the groundwork for a potentially acrimonious future relationship. This situation
impairs its ability to compete as effectively as companies that have co-ordinated and matched more
closely the changes in their product and process structure (Hayes et al., 1979)

 An indication of how a function is performing cannot always indicate its impact upon the overall
performance of a complete process (Wheelwright). Functionally based accounting and control systems,
therefore, do not ensure a ‘balanced set of measures’ (Talwar, 1997

Customers

o Customer satisfaction and service delivery 1s often not a functioned priority (Talwar,1997)

o Functional orientation may not correspond with doing what is best for the customer or shareholder
Talwar, 1997

Co-ordination

e Priorities between functions may differ caustng possible delays as work waits for processing (Gianesi,
1998)

e Functional structures often not only cultivate unhealthy competition but also foster conflict and
barriers between parts of an organisation. (Talwar,1997)

e Decisions at different levels within functions often have their own personal objectives and agendas.
Decisions and actions are typically made within the scope of individual functions (Talwar,1997)

e Hierarchical and bureaucratic functional organisations tend to favour ‘non-synergetic functional
objectives’. Individual functional decisions tend not to be coherent but rather may conflict and may not
contribute at all to wider business and corporate objectives (Gianesi, 1998)

e A functional approach cannot co-ordinate effectively the essential elements of strategy development,
such as its resources, skills, market situation, competitive pressures, and general business philosophy

ayes et al., 1979
Table 2. 5. Disadvantages of Functional Approach

The functional based approach, however, views an organisation as a set of individual
departments. Each department has a tendency to regard themselves not as a part of a
whole but rather as the whole. Feurer, 1995 illustrated the disadvantages of functional
approach and pointed towards the need for a process view to strategic management,

which 1s discussed in greater detail in the next section.

2.2.4.3. Business Process View

Since Hammer and Champy (1995) introduced the concept of Business Processes, there
has been considerable research into the field ranging from Business Process definition,

Business Process architecture, Business Process Models to Business Process
improvement method, Business Process Re-engineering and so on. Today there is still

considerable confusion, particularly amongst researchers, as to exactly what comprises
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BPR and how it is different from other changes initiatives, such as the open system

theory. Therefore, it is necessary to classify business process perspectives.

There are three streams of business process perspectives (Tinnila 1995).
1. The first stream sees IT as an enabler of business processes improving operative

efficiency as shown in Figure 2.4.

Operational perspective

Dlliillllllilii [ FR AR R d R R Ll ol 1l llly.l) ID

Infonnatigﬁ system

i
i QO O—O—O om
Figure 2.4. Operational perspective

2. The second observes the potential of business process in redesign 1n

organisations as shown in Figure 2.5.

Organisational Perspective

. Customer
Supplicr —mmﬂ

R&D

Figure 2.5. Organisational perspective

3. It recognises business processes as units of strategic planning and, therefore,

acknowledges the need to connect them more closely to business strategies

(Figure 2.6).
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Strategic perspective

— = :
Service
Resources Business process ———————— > needand
And channels P

portfolio — . capabilities
——————— =

Figure 2.6. Strategic perspective -

In cybernetics, the term organisation has a specific meaning, being concerned with the

relations between the processes that define a system as a unity. Virgin (1998) shows a

degree of compatibility between business process and cybernetic concepts as both share:

— a central concern with viability, i.e. the survival of the enterprise as an autonomous
entity through a focus on core business process

— a recognition that enterprises must have a clearly defined purpose if they are to

maintain their identity

— an awareness that radical structural change may be needed in response to
perturbations generated by the enterprise’s environment

— an acceptance that, at breakpoints, an enterprise may have to undergo business
transformation if it is not to atrophy (in cybernetic terms this would, by definition,

involve the death of the enterprise and a rebirth with a new pattern of organisation)

The work conducted through the ESPRIT CIM-OSA project developed a generic
Business Process architecture (AMICE-ESPRIT, 1989), The CIM-OSA standard
(AMICE-ESPRIT, 1989) has sub-dived processes into three main categories “Manage,
Operate and Support”.
o The Manage Processes relate specifically to business direction and strategy as
well as business planning and control (Childe et al, 1994,1995)

e The Operate Processes directly produce value for customers

e The Support Processes exist to support the Operate and Manage Processes,
therefore, Operate and Manage Processes are customers of the Support Processes

(Bititci et al, 1999). They include the Financial Management, Human Resources
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Management, and Information Systems Provision (Childe et al. 1994, 1995:
Bititci 1999; AMICE, 1989).

Bititci (1999) identified that the Viable Systems Model (VSM) (Beer, 1985) provides a
powerful application of systems theory for strategic analysis and planning of a business.
Bititci went on to develop the Viable Business Structure, which integrates the CIM-OSA
Business Process architecture (AMICE-ESPRIT, 1989) with VSM thinking, which also
demonstrates that Business Processes are cybernetic. This view i1s strongly supported by
Virgin (1998) who concluded that VSM was developed as a guide to the organisation of

Business Processes according to cybernetic principles.

Figure 2.7. shows how the VSM and CIM-OSA Business Process Architecture were

combined to provide an integrated framework. It provides a structure for planning and

managing in today’s dynamic environment (Bititci, 1995, 1999)
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Figure 2.7. An overview of the Viable Business Model (Bititci, 1995)
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As a result, the Viable business structure can be examined at five different levels

(Bititci, 1999):

* The Business: The business level represents the entire business, which consists of a
number of logical or physical business units

* Business Unit: A business unit is defined as the portion (physical or logical) of the

organisation, which serves a particular competitive market segment with particular
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competitive requirements. In a business, business units are distinguished from one

another by the differing market requirements.

= The Operate Processes: Each business unit, in turn, consists of a number of business
processes, which represent the operations of each business unit. These processes are
the processes that generate value for the business unit

* The Support Processes: Support Processes exist to support the Operate and Manage

Processes
" The Activities: Each business process, in turn, consist of a number of activities

which may be sequential and / or parallel within the process

Bititci et al (1999) concluded that the function of manage processes is to ensure that the
Operate Processes and Support Processes function efficiently and effectively so that the

overall business fulfils its stakeholders requirements.

2.2.4.4. Comparison Between Functional and Process Based Strategic Management Process

The viable business structure in this section has one significant difference to the
traditional model for Strategy Management. This difference is that it requires Business
(Corporate) and Business Unit (Business) strategies to be integrated within strategies for
core Business Processes and Support Business Processes rather than functions (see

Figure 2.8.)

Traditional Approach Viable Business Approach

Business Strategy

Business Unit Strategy

Strategics for Opcrate Strategies for Support

Corporate Strategy

Business Strategy

Functional

Business Processes Business Processcs

Figure 2.8. Comparison between Strategy Management Hierarchies
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In general, a business process-based approach adopts a top down perspective that views
a whole organisation as a single proactive, purposeful system (Flood and Jackson, 1981).
The functional approach, however, views the organisation as a set of individual
departments. Each department has a tendency to regard themselves not as a part of a
whole but rather as the whole (Feurer, 1995).

A process perspective adopts a long-term perspective toward strategy development,
problem solving and learning. This approach tends to provide optimal solutions across
functions (Feurer, 1995). A functional perspective focuses on shorter-term solutions that
are optimised for individual functions only. This approach tends to provide few

opportunities for strategic, learning and improvement (Talwar, 1997)

In Table 2.6. Slevin and Colvin (1990) compare functional and process based
management roles. Table 2.6. illustrates the benefits of process orientation approach,
which provides opportunities for more idea sharing, innovation, and co-operation. It
makes possible improvements to the performance of the whole organisation because of a
shift from localised specialist knowledge to shared and integrated knowledge across the

whole system.

Element Functional Approach Process Approach

Channels of Highly  structured controlled Open free-flow of information

Communication information flows

Operations Uniform and restricted Vary from business unit to business unit

Authority for Taken within formal line management Taken by empowered individuals with

Decisions nOSitions relevant expertise

Adaptability Slow and reluctant even when business Changes as needed in-line with relevant
circumstances warrant change continuous improvement

Work emphasis  Formal procedures handed down Devise own effective processes

Control Tight though strict, formal systems Devise own measurements in-line with

fulfilling process roles

Behaviour Contained by need to follow job Roles and responsibilities evolved to meet
descriptions needs of processes

Participation Little information is handed up, Team working with co-operation between
decisions, flow down teams

Management Command and control Empowers, enables and motivates

Table 2.6. Comparison of functional and process based management roles
(Adopted from Slevin and Colvin, 1990)
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While the exact methodologies to be used are the subject of some discussion, it can be

seen that Business Processes are strategic, cross-functional activities that should be

integrated with other aspects of management the business to succeed.

2.3. Operations Strategy
2.3.1. Operations Strategy Definition

An interesting point that emerges from analysis of the extensive literature is the wide
variety of words and phases used by different researchers on the operations strategy

concept, who seem unable to agree upon a standard terminology.

Although there 1s no generally accepted definition of operations strategy, several
definitions have appeared which uses a single term to describe the broad concept of
operations strategy. Skinner (1978) used the concept of manufacturing task, whilst
Richardson et al (1985) used the concept of manufacturing mission and manufacturing

task.

Mayer and Moore (1983), Fine and Hax (1985) and Kotha and Orne (1989) all present
approaches for developing manufacturing strategies, which address the need for

operations focus.

It is generally agreed upon that strategy refers to the long term for the whole company

and not the strategy of its parts (Pisano and Upton, 1998; Hayes and Pisano, 1994;
Porter, 1997). Beyond this level of definition strategy can be seen as “the unique
positioning a company in the market” (Hill, 1985; Wheelwright, 1984).

Porter (1997) tries to find a way to associate a whole set of functions to create value for

different customers within the same market. Business strategy should focus on creating
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value that is independent of each business unit value. This means developing horizontal
strategies that coordinate business processes and developing objectives to encourage
resource and skill sharing. Therefore, this research sees strategy as the unique position a
company adopts for different markets by enabling key decision makers at all levels of an
organisation in a manufacturing business to develop company strategies by considering,

from their own practical experience, business, environmental and market requirements’

in terms of the deployment of resources and processes in the long or short term.

2.3.2. The Operations Strategy Process

This section considers the content and process framework to the Operations Strategy. It

consists of four components,

Operations strategy frameworks

Operations objectives (called task or competencies)

Operations strategy decisions areas

> Wb o=

Operations strategy process

These components are explained below under each title, except operations strategy

process, which will be explained in the following chapter.

2.3.2.1. Operations Strategy Frameworks

Since Skinner’s seminal work on Manufacturing Strategy (1969), this field has now
developed to include all types of operational areas, including manufacturing. An area

that attracted particular interest is the relationship between Operational Strategy and
Business Strategy (Buffa 1984; Fine and Hax 1985; Tunalv 1990; Hayes and

Wheelwright 1979; Wheelwright 1984). Greswell et al (1998) adopted and modified

Whittle's classification to Operations Strategy as follows:
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2.3.2.1.1. Market Led / Customer Focused Approach

This 1s 1n line with Skinner’s focused factory approach and considers forces both inside
and outside a company. Market led / customer focused approach is achieved by means of
identifying relevant product groups, order winners and order qualifiers for each product

group, and aligning the operations, as necessary, to satisfy the customers (Voss, 1995;
Greswell et al., 1998).

This approach is linked to business strategy in terms of customers and markets. Other
researchers used Skinner’s work as a starting point by adding competitive dimensions,
such as cost, quality, dependability and flexibility (Hayes and Wheelwright, 1984;
Wheelwright, 1984; De Meyer and Ferdows, 1987; Hill 1993). Hayes and Wheelwright
(1984) 1n their systematic four-stage approach to Operations Strategy attempt to align
capabilities to fulfil customer requirements within the market. This framework is
considered to be similar to Treacey and Wiersema’s (1995) customer intimacy value

proposition (Greswell et al, 1998).

2.3.2.1.2. Best Practice Approach

The basic principle of the best practice approach is that operation philosophies and
techniques should be driven by competitive benchmarks and business excellence models
to improve an organisation’s competitiveness through the development of people,

processes and technology (Greswell et al, 1998; Voss, 1995).

The essence of this approach is that continuous identification of ‘best practice’ in all
areas in the organisation will lead to superior performance and capability resulting in
increased competitiveness. However, the distinguishing characteristics of the archetype
are based on what is working best within the industry at any one time. The decision
areas will, therefore, be in a state of flux depending on what is considered as ‘best

practice’. The main methods for achieving best practice are based on benchmarking
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other organisations and learning from their experiences in similar areas. It is important

to note that trade-offs are not considered in this archetype due to the philosophy of

continuous improvement (CI). These approaches may cross functions and include the

whole organisation, which is a wider view than the previous archetype (Greswell et al,
1998). This framework is considered to be similar to Treacey and Wiersema’s (1995)

operational excellence value proposition (Greswell et al, 1998).

2.3.2.1.3. Knowledge Based Operations Strategy

This approach is based on technology, process and human competencies within the
operational systems in terms of developing learning systems (Greswell et al, 1998).
Knowledge based strategies aim to identify and develop core competencies for each
Business Unit (Camphell and Luchs, 1997). On the other hand, other researchers, who
focus on Operations Strategy, see the application of the knowledge-based framework
across the organisation as a whole rather than in a hierarchical fashion (Long and
Vickers-Kock, 1996; Hayes, 1985; Hayes and Upton 1998, Hayes and Pisano 1994).
This framework is considered to be similar to Treacey and Wiersema’s (1995) product

leadership value proposition (Greswell et al, 1998).

Hayes (1985), Hayes and Pisano (1994) and Hayes and Upton (1998) used a knowledge-

based framework in Operations Strategy development. Their view 1s that operations take
a core role in competitive strategy and makes an important contribution to the

competitive success of such an organisation.

2.3.2.2. Operations Objectives (Called task, capabilities or competencies)

Skinner (1969) defined an operation’s objectives as cost, quality, delivery and flexibility
and specified trade-offs between them. Many researchers have carried on these

objectives as summarised in Table 2.7.
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Some researchers used implementation of different terminology to support operations
objectives, with particular emphasis on ‘operations capability’, ‘collective learning in
the corporation’, or ‘core capability’ as a better way expressing the dynamic learning
processes involved. All these different terminology are aiming to define unique
capabilities and knowledge, which are important for the organisation to create

competitive advantage (Campbell & Lunch, 1997, Schroeder 1983, Hayes and
Wheelwright 1979, Prahalad and Hamel 1990).

Distinctive competencies or well-defined operations objectives are becoming important
issues in operations strategy. Therefore, 1t 1s necessary to understand distinctive
competencies and objectives for core operations (value adding processes, €.g. getting

order, developing product) and integrate these objectives with support processes (e.g.
finance, IT, HRM).

2.3.2.3. Operations Decision Areas

Operation strategy was explained as consisting of a pattern of decisions that have an

effect on the ability of the company to meet its objectives (Skinner 1969; Hayes and
Wheelwright (1984), Fine and Hax (1985)).

In literature, researchers who adopted a functional view of operations strategy (see Table
2.8) have seen decision areas in two different perspectives:
1. Structural — hard aspects of strategy, e.g. size, manufacturing process choice,

2. Infrastructure- soft aspects of strategy, e.g. management style, organisation.

Although there is research based on functional view decision areas to operations

strategy, there are few approaches based on the process-based view to operations

strategy.

The business process framework of Operations Strategy content was first described by

Rhodes (1988, 1991) and shown in Figure 2.9. Rhodes’ (1988, 1991) aim was to cover
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all manufacturing industries and understand the function in the business by defining nine

business processes instead of a list of decision areas.
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Production Processes

Business Processes

(a) to (e) Achieving
(f) to (1) Enabling

Marketing

(a) | Customer Order Progress

(b) | Supply chain

(d) | Product Definition and
Development

(e) | Process and plant Development

(f) | Motivation and Culture

o[ | ]

(h)
e W N

Figure 2.9. Functional departments and Business Processes (Rhodes, 1991)

Although Rhodes’ (1988, 1999) approach may be an alternative to other Operations
Strategy decision areas, this approach does not explain how to design an Operations

Strategy based on business processes.

2.4. Performance Measurement

As described in previous sections, strategy formulation requires the availability of
knowledge for defining objectives and determining cause-effect relationships between
objectives and actions. (Feurer and Chaharbaghi, 1995). Because of the dynamic
environment, defined objectives are changing constantly. Subsequently, there 1s a need
to have feedback mechanisms. In this context performance measurement systems play
an important role as they can provide feedback on the effect of actions before they are
fully implemented (Feurer and Chaharbaghi, 1995). Therefore, this section reviews

recent emphasis upon performance measurement.
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Performance measures, performance measurement and performance measurement

system definitions are related to strategy in terms of actions or objectives as follows:

Performance Measures

e Performance measures are the numerical or quantitative indicators that show how

well each objective is being met (Pritchard et al, 1991)

o Performance measures are the vital signs of the organisation, which quantify how

well the activities within a process, or the outputs of a process achieve a specified
goal (Hronec, 1993)

e Performance indicators are quantified data, which measure the efficiency of an

activity or a set of activities of a function in the process to reach the objectives
(Doumeingts, 1995)

e A performance measure is a metric used to quantify the efficiency and/or

effectiveness of an action (Neely et al, 1995).

Performance Measurement

o Performance measurement is the process of determining how successful

organisations or individuals have been in attaining their objectives (Evangelidis,

1992)

e Performance measurement is the systematic assignment of numbers to entities (Zairi,

1994)

e A performance measurement i1s the process of quantifying the etficiency and

effectiveness of an action (Neely et al, 1995)

Performance Measurement System

o A performance measurement system is a set of structured metrics and procedures to
quantify in both effectiveness and efficiency of activities (Suwignjo, 2000)
e A performance measurement system is the set of metrics used to quantify both

efficiency and effectiveness of actions (Neely et al, 1995)
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As the above definitions supported that many current approaches to performance
measurement identification is started from vision and business strategy, such as the
Balanced Scorecard (Kaplan and Norton, 1996, 2001); SMART System (Lynch and
Cross, 1993). Nowadays the Balanced Scorecard is the most popular model of a new

performance measurement system (Neely et al, 1995). The structure of the Balanced

Scorecard 1s given in Figure 2. 10.

“To succeed financially,
how should we appear
to our shareholders? ”

“To achieve our
vision, how should
we appear to our
customers? ”

iiiiiiiiiiiiiiiii

.......... .

----------------
|||||
............

-
L
-
[
L]

llllllllll #

“To satisfy our
shareholders
and customers,
what business
processes must
we excel in? ”

“To achieve our
vision, how will we
sustain our ability to
change and improve? ”

.....

Figure 2. 10. The framework of Balanced Scorecard (Kaplan and Norton, 1996)

In the Balanced Scorecard, business strategy is translated into four objectives and

measures perspectives: financial, customers, internal business process, and learning and
growth. The financial objectives serve as a focus for the objectives and measures in all

the other scorecard perspectives. Every measure selected should link with the other to

improve financial performance. The final perspective of the Balanced Scorecard
develops objectives and measures to drive learning and growth of the organisations. This

final perspective will sustain the long-term survival of the company.
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The SMART (Strategic Measurement Analysis and Reporting Technique) System was
developed by Cross and Lynch (1993) as illustrated in Figure 2.11. They used the

Balanced Scorecard with both customer driven and financial measures to have flexible

system for operational feedback. The SMART syStem’s main objective is continually

self-adjusted to the future business requirements in terms of learning organisation.

A Sorpere
MARKET Business Units
MEASURES
Business Operating
FLEXIBILITY | PRODUCTIVITY \, SYyStems
Departments and
DELIVERY PROCESS TIME Works CEl’ItI’ES

OPERATIONS

External Internal

Focus ) I ¢ Focus

CUSTOMER
SATISFACTION

Figure 2. 11. The framework of the SMART system (Cross and Lynch, 1993)

Changes in the environment affected three interconnected areas - strategy, actions and
measures. Dixon et al (1990) argued that in the current context, strategy, actions and
measures are interconnected. Actions are required to support strategy. Traditionally,
strategy is always assumed to come first, followed by the required actions. Dixon et al

(1990) considered that actions
o Jead to changes in strategy

e improvement programme place a business in a better position to gain new

competitive advantage

e results will be reflected in performance measurement data and these may lead to

changes in strategy
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As a result, strategy can be changed to optimally exploit this new competitive advantage.
The interconnected relations between strategy, actions and measures are indicated by

Figure 2.12.

Strategy

Actions | Measures

Figure 2.12. The interconnection of strategy, actions and measures (Dixon et al, 1990)

From the above approaches, it can be concluded that performance measures are derived

from

e strategy (e.g. Mizberg, 1982, Dixon et al 1990, Lynch and Cross, 1991, Bourne et al
2000) and |

o the literature is dominated by companies needing measures of progress of their

strategiehs for building into their control system (Gungay and Goold, 1991).

In performance literature, Bourne et al (2000) explained the performance measurement h

system requirements in terms of developing and reviewing at a number of different
levels as the situation changes. One of the requirements 1s:
“The performance measurement system should include a process for

periodically reviewing the complete set of measures in use. This should be
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done to coincide with changes in either the competitive environment or

strategic direction”.

In strategy literature, Platts (1994) proposed four aspects of the strategy process - 4 Ps

(point of entry, project management, procedure and participation). He specially
mentioned review and competitive profiling to provide a quick, easily completed task

under the point of entry title. He defined that

“It is necessary to:
e provide a method of entry into the company or business unit

o provide a platform to achieve the understanding and agreement of the

managing people (Platts 1994)"

The conclusion reached here is that the use of the performance measurement systems are
useful. First, they allow transferring customer and stakeholder needs into objectives.
Second, within the dynamic environment, they assign the relationships between strategy

formulation, implementation and different control point within the strategy hierarchy.

The original concept of strategic management or strategy was that managers have in
their minds a set of beliefs about how the business operates and how performances in
different parts of the business interact within each other. Therefore, the following

section will answer the question ‘how is the actual or proposed strategy to be judged?”

2.5. Factors Which Affect Success / Failure of Chosen Strategy

As the performance measurement section confirmed, whatever uncertainties and
complexities the future might hold, companies will be faced with the dynamic
environment and will have to cope with these challenges through strategic management.

Strategic management requires considerable resources and effort in terms of managerial

time, with increasing pressures for innovation, sharing of knowledge and co-operation.
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However, judging from the resulting strategy, although seen to be important, it is largely

neglected.

It seems that the only way to assess the success or failure of a particular strategy (i.e.
strategy performance) is by examining its outcome, i.e. reactively after a period of time.
However, practitioners would like to have greater confidence that their chosen strategy
is going to lead to successful results. Therefore, in light of the impact of managers’
beliefs on strategic choices and actions, it is important to understand the factors and

processes influencing the organisation-related beliefs of managers (Chattopadhyay et al,
1999, Walsh 1995).

Although a range of studies illustrates that companies assess strategy performance

(Ragnurathan 1994; Micheal 1993; Platts et al 1996; Segars et al 1998, 1999; Shaver
1998; Simitiah 1998; Ragnunatham et al 1994; Ramanujam 1986), the majority of these
cases refer to assessment of the information systems strategy within the organisation

rather than performance of the overall strategy.

A number of the above studies provide complete reviews and critique of this literature

(Ramanujam 1986; Ragnuatham 1994 Segars et al 1998, 1999). The general conclusion
of these studies allocates the assessment of strategic planning into four approaches,

which are:

» goal centred approach
= comparative approach
= normative approach

= 1mprovement approach

Table 2.9 provides a crtical comparison of the four different approaches to the

assessment of strategy.

Many of the researchers have focused on only one approach. Ramanujam et al (1986)

used a combination of Goal Centred and Improvement approaches to develop a planning
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system success model. Their research was based on the premise that planning is a multi-

dimensional and indistinguishable feature of overall management process and, hence,

they pursue the question, "What dimensions of planning are associated with

effectiveness as approached from multiple perspectives?” This work plays an important

role 1n the further development of the work presented in this research.

Goal-centred Comparative Normative Improvement
Approach Approach Approach Approach
Compares the

effectiveness of a
particular IT system with

Assess the degree of
attainment in relation
to targets

Aim

What extent are the
multiple objectives of

planning fulfilled?

Answers

Provides objectives
validity, intuitiveness
and captures

Primary
Strength

Objectives may not be
easily re-concealed
through the
organisational
hierarchy

Primary
Weakness

Reactive

v
5

O
2 3
)
g =
)
<

other “similar systems”

How does our system’s
performance compare

against similar systems

Provides strategic balance
by synthesising the
differentiation and
conformity perspectives

Implementation may not

be easy. Gathering
accurate and timely
information regarding
comparable systems can
be difficult if not

impossible.

Active

| theoretically ideal system?

Assess how the
planning system has

evolved or adapted over
time

Compares with “standards
of the field” rather than

the unique planning goals
of the organisation

How does our system’s
performance compare
against that of a

How has the planning

system adapted to
changing
circumstances?

Provides the suggestion
reasons for the existence
(and non existence) of
planning success

Adaptive to changing
organisational needs

Changing
circumstances may not
be easily conceptualised

May require significant
research to find strategy
for different approaches
strengths and weakness

L

Active

Active

Table 2.9. Planning Assessing Tools
(Compiled from Raghunathan and Raghunathan 1994, Seager et al 1999)

Strategic management 1s a popular research area but most researchers use available

methods to compare the strengths and weaknesses of different methods. (Huber et al

1985). There are a few approaches to understand how the performance of the strategic

planning activity is measured (Platts et al 1996, Ramnujam 1986; Segars 1998, 1999).
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Although Rumelt (1980), Andrews (1987), and Accenture (formally called Anderson
Consulting) (1994) have proposed criteria for evaluating strategy in general. Hayes and

Wheelwright (1984) and Slack (1991) suggest more specific criteria for evaluating

operations strategy.

Rumelt (1980)- the principles for strategy evaluation

o “Consistency: The strategy must not present mutually inconsistent goals and policies.

e Consonance: The strategy must represent an adaptive response to the external environment to the

critical changes occurring within it.

e Advantage: The strategy must provide for the creation and / or maintenance of a competitive

advantage in the selected area of activity.

o Feasibility: The strategy must neither overtax resources nor create unsolvable sub problems.”

Andrews (1987)- Criteria for evaluation

o s the strategy identifiable and has it been made clear either in words or in practice? The degree to
which attention has been given to the strategic alternative available to a company is likely to be basic
to the soundness of its strategic decision.

o Does the strategy exploit fully domestic and international environmental opportunity? The relation
between market opportunity and organisational development is a critical one in the design of future
plans.

o s the strategy consistent with corporate competence and resources, both present and projected?
Although additional resources, both financial and managerial, are available to companies with a
genuine opportunity, the availability of each must be finally determined and programmed along a
practicable time scale.

o Are the major provisions of the strategy and program of major policies of which it is comprised
internally consistent? One advantage of making as specific a statement of strategy as is practicable is
the resultant availability of a careful check on fit, unity, coherence, compatibility, and synergy.

o s the chosen level of risk feasible in economic and personal terms? The riskiness of any future plan
should be compatible with the economic resources of the organisation and the temperament of the
managers concerned.

o Is the strategy appropriate to the personal values and aspirations of the key managers? Conflict
between personal preferences, aspirations, and goals of the key members of an organisation and the

plan for its future is a sign of danger and a harbinger of mediocre performance or failure.
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o [s the strategy appropriate to the desired level of contribution to society? To the extent that the chosen

economic opportunity of the firm has social costs, such as air or water pollution, a statement of

intention to deal with these is desirable and prudent.

o Does the strategy constitute a clear stimulus to organisational effort and commitment? Generally

speaking, the bolder the choice of goals and wider range of human needs they reflect, the more
successfully they will appeal to the capable membership of a healthy and energetic organisation.

o Are there early indications of the responsiveness of market and market segments to the strategy? A

strategy may pass with flying colours all the tests so far proposed, and may be in internal consistency

and uniqueness an admirable work of art.

Anderson Consulting (1994)- description of quality of the strategy:
“The strategy could be judged a success...

e if the business more successful as a result.
e Ifit has resulted in a good document

e Ifasuitable process was followed.

The strategy had to be understandable, flexible, credible, cl;allenging, useful, efficient and
- through”.

Hayes and Wheelwright (1984) Criteria for evaluating a operations strategy
1. Consistency
e  Between the operations strategy and the overall business strategy
e  Among operations strategy and other functional strategies
e Among decision areas that make up the operations strategy

e Between manufacturing strategy and the business environment (regulation, capital
availability, etc.)

2. Emphasis on competitive success factors
e  Making trade-offs explicit
e Directing attention to opportunities that fit the business strategy

e  Promoting clarity of the operations strategy throughout the business unit
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Slack (1991) Description of an effective operation strategy

o Appropriate: Operations strategy should direct change in the direction which, on balance, is most
likely to provide a manufacturing performance which best supports the company’s competitive

strategy.

o Coherent: The policies recommended for each part of the (manufacturing) function must all point

roughly in the same direction.

o C(Consistent over time: The lead-time of manufacturing improvement means that consistency must be

maintained over a reasonable period of time
e Comprehensive: The strategy should cover all of the functions of manufacturing

o Credible: The strategy should be regarded as achievable.

Different approaches to strategy performance highlighted three paradoxes
e Consistency versus feasibility
e Defined strategy communication versus creditability and ambiguity

e (Consonance versus commitment

in order to retain adaptability within the dynamic environment.

Therefore, strategy requires more than just the right approach; it also needs a team,
which is prepared, committed and motivated to do the job (Godet 1998). People

involvement is the key prerequisite to achieve commitment.

If managers wish to improve the way they set about developing strategies, then they
need to develop ways of critically assessing their current strategy formulation process
(Platts et al 1996). Therefore, essential contingency can be acknowledged in order to
accept that there are combinations of understandable, applicable, adaptable, well-
defined, flexible strategy formulation process, which are etfective 1n one strategy

development process.

To achieve acceptance and commitment it is critical that the resultant strategy document

is clear, unambiguous with detailed plans and responsibilities for action. Furthermore,

53



the strategy management process should ensure that previous experiences are captured

and used to formulate future strategies.

A successful organisation requires an environment in which new ideas are sustained
rather than suppressed, and in which there are few rewards for suspicion and other forms
of negative thinking. It also requires acceptance that ultimately creativity and innovation

are the key strategies for creating stakeholder value. Consequently, strategy planning

requires significant input from strategic thinking.

A Strategy Management process, in order to succeed, should maintain the strategy
making tools and frameworks to ensure balance between ‘efficiency’ (doing things
right), ‘effectiveness’ (doing the right things) and ‘evolution’ (the ability to adopt to

change and sustain a competitive position).

In summary:
If managers have real confidence that their chosen strategy will succeed then the risk of
business failure can be reduced and it can be that a successful strategy process should

ensure that (Acur and Bititci, 2000):

e people at all levels are involved (Huber et al 1985; Ramnujam, 1986; Godet, 1998;
Segars, 1998, 1999)
e potential results and outcome of strategy is clearly understood and communicated

(Pearson and Robinson, 1988; Ramanujam et al., 1986; Goodman and Lawless,

1994; Kaplan and Norton, 2001)

e the external environment is monitored and the impact of changes 1s understood
(Kaplan and Norton, 1990, 1996, 2001; Markides, 2000; Bititci et al. , 2000; Mills et
al., 1998; Pearson and Robinson, 1988)

e the process is formal, well defined, understandable, adaptable and flexible (Andrews,

1987; Digman, 1990; Pearson and Robinson, 1988; Platts et al, 1996; Kaplan and
Norton, 2001)
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the process critically reviews the company objectives and deploys top level
objectives through all levels (Flood and Jackson, 1981; Fahey, 1998; Feurer, 1995;
Bititci et al., 1999; Simon, 2000)

the process should result in a good document with a clear and detailed plan,
including clear responsibility for actions (Andrews, 1987; Pearson and Robinson,

1988; Feurer at al., 1995; Babich, 1999)

the process should facilitate leaming from experience (Mills et al., 1998; Babich,
1999; Kaplan and Norton, 2001)

the process encourages creativity and innovation (Rumelt, 1980; Porter, 1996;
Herocleous ,1998; Mintzberg, 1999)
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2,6. Analysis of the Literature

The literature review demonstrates that strategic management is a discipline. Strategy
Management is a part of Strategic Management. This research defines strategy

management as a process by which business develops, deploys, implements, monitors,

reviews and re-develops its operations strategy.

This review shows the many-sides of the operations strategy management process
without looking at available processes. The review raised an important set of findings
and requirements to operation strategy within the strategic management issue. These are

explained as follows:

To aid the reader each section of the literature review has a requirements definition to

conclude that section.

Business Processes:

Each department has a tendency to regard themselves not as a part of a whole but rather
as the whole. Therefore, there is a requirement to move from a functional based view to
process based view within the strategy management process. The popularity of process
based approach to operations strategy or business strategy 1s very high, the framework is
actively used in many companies (IBM, Hewlett Packard, Rank Xerox, etc.), as a means

of strategy formulation toward implementation.

To further explain process, we can analyse the CIM-OSA standard (AMICE-ESPRIT,
1989), which sub-divides process into three main categories: manage, operate and
support processes. The standard considers strategy management under the manage
processes category. Childe et al. (1994,1995) stated that ‘Manage Processes relate
specifically to business direction and strategy as well as business planning and control’.
Goodman and Lawless (1994) also attempted to place the tools of strategy management

within an overall process model for whole company. In their model, the firm’s strategy
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acts so to maintain an acceptable performance in the constantly changing environmental
conditions. Although in work carried out by Pearce and Robinson (1988), Ansof (1990),
and Wheelen and Hunger (1992) offered a perspective on strategy management in which
manage process 1s central without stating explicitly, their work remained at a conceptual
level rather than development of practical firm —level tools and models to manage to
relate specifically to business direction and strategy as well as business planning and
control. Bititci et al (2000), supported this argument by seeing manage processes as an
enabling factor to ‘maintain and develop a winning business formula’ or ‘identify and

change to a new business formula’.

Therefore, the analysis highlights that manage processes sustain competitive advantages

for the business by providing business direction in line with performance measures and
review and learning mechanism (like Goodman and Lawless model) to create long terms

sustainability.

This can be further examines when a change in the operational environment of the firm
may require re-definition or revision of its strategy. Thus, changes will need to deploy
through to the lower levels, i.e. changes may have to be made to business and process
strategies. All these approaches take us through a process of analysing the business and

creating a strategy.

Requirement 1: Strategy management should be viewed as a key business process
(Pearce and Robinson, 1988; Ansof, 1990, Wheelen and Hunger, 1992; Childe et al.,

1994, 1995; Goodman and Lawless, 1994, Bititci et al.,, 2000)

Dynamic Environment.
Strategy management demands effective continuous improvement in terms of action
learning within an increasing uncertain and volatile business environment (Thomson,

1995; Babich, 1999; Pearson and Robinson, 19888; Feurer et al., 1995; Kaplan and

Norton, 2001). Managers’ face varying unexpected pressures as a result of new
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Innovations, economic crisis, production losses, political events and so on (Beach et al,
2000). The suddenness of such unexpected events can sometimes catch management

unaware with significant impact on business results and embarrassment to the managers
(Balogun et al, 1999).

One reason behind this problem is that, traditionally, the review and redevelopment of
company strategy tends to be calendar driven. However, the events that cause
distractions and pain are not necessarily calendar driven. Therefore, there is a need to
‘ensure that a strategy management review and redevelopment process is continuous,

which, as soon as a significant change or event in the operational environment of the

company 1s detected, its consequences are analysed and acted upon.

Requirement 2: Strategy management process should be continuous (Thomson, 1995;

Babich, 1999; Pearson and Robinson, 19888, Feurer et al., 1995; Balogun et al, 1999,
Kaplan and Norton, 2001)

Control Loop Mechanism:

The extension to this line of argument is that the nature of organisations and
organisational change is so complex that it is impossible to manage change without
considering the need for a “closed loop” control system. A sound and dynamic strategy
management process is an opportunity the management of an organisation should exploit

to achieve dramatic improvements (Cowley and Domb, 1997).

The concept of “closed loop” strategy management process 1s based on a further
development of Deming’s PDCA (Plan-Do-Check-Act) cycle as illustrated in Figure

2.13 (Babich, 1995). The key skill is the ability to apply effectively and efficiently
Deming’s PDCA (Plan-Do-Check-Act) closed-loop cycle at all levels of strategy.
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4.1. Resolve immediate issues
4.2. Document and standardise all

4.3. Conduct training on all new processes
4.4. Reflect on lessons learned

4.5. Go to step 1.1.

1.1 Examine present status
1.2. Identify improvement areas

1.3. Establish performance measures and goals
1.4. Understand root cause of current performance

1.5. Identify solution alternatives
1.6. Select and schedule solution

3.1. Compare actual results to expected results

| [ [0 expe 2.1. Conduct training on new solution
3.2. Understand root cause of all deviations

2.2. Implement scheduled action

Figure 2.13. Plan- Do — Check — Act (Babich, 1995)

Goodman and Lawless (1994), Edward and Pepard (1994) and Feurer (1995)
approached strategy management in a similar way, which the basic stage of strategy-

making are linked together in a control system involving feedback and adjustment.

Therefore, the key skill for a continuous cycle is being able to recognise what is critical

in the particular change context within the strategy management process as a whole.

Requirement 3: Strategy management process should provide a closed loop control
system (Goodman and Lawless ,1994; Edward and Pepard ,1994; Babich, 1995, Feurer
et al., 1995; Cowley and Domb, 1997Kaplan and Norton, 2001)

Event Driven Mechanism:

A number of unavoidable difficulties occur as a result of creating a closed loop control

system. These include aligning strategy management i1ssues with the wider business
development and its sustainability, as well as the demands of changing environment.
Relatively few studies (e.g. Feurer et al, 1995; Goodman and Lawless, 1994; Kaplan and

Norton , 2001) have attempted to devise the firm’s strategy acts so as to maintain an
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acceptable performance and objectives in the context of constantly changing

environmental conditions. Those that do, although varying in detail (and terminology)
share a number of common features which are basic to any effective event driven
strategy management. These futures include mechanism to integrate a number of areas

e.g. the competitive environment of the firm, its internal capabilities.

Requirement 4: Strategy management process should have an event driven trigger

mechanism, i.e. external monitor (Feurer et al, 1995; Goodman and Lawless, 1994,

Kaplan and Norton , 2001)

Business unit:

However, in a hyper-competitive environment, where sources of both product-based and
process-based competitive advantages are quickly imitated by competitors (Lapierre,
2000), this means that to create superior strategy, the company must think beyond
markets, products and customers. There is no right or wrong way to define a company’s

strategy based on one generic strategy or business classification for the whole business.

Moreover, generic strategies or business classification might be very painful to fit into a
company’s overall objectives for its different markets, and may cause a reduction in
customers within the company’s market. In addition, each of the following perspectives;
“financial, quality, customers, capabilities, processes, people and systems is important
and can play a role in creating value in organisations. But each represents only one

component in the network of management activities and processes that must be

performed to generate superior, sustainable performance’(Kaplan and Norton, 2001).
Platts and Gregory (1996), Lynch (1997), Hull and Wu (1997), FOCUS (2000) presents

that competitiveness of the company depends on its ability to make appropriate choices
of corporate and operate objectives based on its market. Therefore, companies should
focus in narrow and specific strategy with a comprehensive view in which strategy is at

the heart of the company’s specific market.
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When the environment is dynamic, 1t becomes necessary to segment the company’s
distinctive areas of threats, weaknesses, and opportunities in terms of its products or
customers’ requirements (business units). Although current approaches consider
business unit strategies to drive functional strategies (e.g. manufacturing, finance), they

do not explicitly provide a clear picture of how business units can be defined.

Requirement 5: Strategy management process should focus on business units (Platts
and Gregory, 1996, Lynch, 1997; Hull and Wu, 1997; FOCUS ,2000; Lapierre, 2000;
Kaplan and Norton, 2001)

Every company has at least three constituencies or more: customers, employees and
shareholders. Because all three are subject to competition within the whole company as
well as each business unit, every company should create value for each one to make
money. If all stakeholders received insufficient value, they would attempt to move on
elsewhere, e.g. customers would go to the competitors, employees would go to work for
other companies. Therefore, a company should create value for all its stakeholders for

each business unit, as a result of that it can successfully maintain a competitive position.

In the literature, although some approaches stated the necessity of identification of
customer value (Kaplan and Norton, 2001) as well as stakeholder value (Donovan et al
1997), they did not show that value proposition should be defined for each business unit.
Furthermore, Walter and Lancaster (2000) added that value opportunities are
distinguished by understanding customers’ priorities and producing, communicating and

delivering the i1dentified value.

Briefly, there is a need to first identify stakeholder values and combine those value
propositions for each business unit in such a way that they would support and reinforce

one another while supporting the company’s chosen objectives and strategy (Lynch,
1997, Kaplan and Norton, 2001, FOCUS 2000).
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Requirement 6: Strategy management process should focus on its customer value

proposition for each business unit (e.g. operational excellence, product leadership and

customer intimacy) (Donovan et al., 1997; Lynch, 1997; Walter and Lancaster, 2000;
Kaplan and Norton, 2001, FOCUS 2000)

Trade-offs:

The extension of this argument is that a firm’s competitiveness in any particular business
unit depends on its ability to meet market markets’ requirements, so any measure of
competitiveness should, by definition, be market or customer oriented (e.g. defining
customer value proposition). Corbett and Wassenhove’s (1993) study found that as
environmental dynamism increased, successful firms engaged in focusing on fewer
dimensions of competence and competitiveness for its business units. Writers on
strategy (e.g. Mills et al, 1998; Feurer et al., 1995; Digman, 1990) have revolved around
these trade-ofts between these various dimensions without realizing that some classical
elements are either gradually disappearing or substantially changing their nature,
depending on market requirements. As the firm might use the same employees,
resources and capabilities for its different business units, it is necessary to identify and
elimmate (if possible) conflicts between the different business unit’s objectives/

strategies to sustain its competitive advantages.

Requirement 7: Strategy management process should consolidate various business unit

strategies taking into account various conflicts and trade-offs (Digman, 1990; Corbett

and Wassenhove, 1993; Mills et al, 1998; Feurer et al., 1995)

Strategy Levels:

Traditional strategy management processes look at strategy at three levels: corporate,
business/ business units and functional strategies (e.g. Hofer and Schendel, 1979;
Wheelwright, 1984). Digman (1990), Pearson and Robinson (1988), and FOCUS (2000)
showed that as the competitive environment becomes more turbulent, firms might be

expected to evolve from reliance one an one level strategy (e.g. corporate strategy) to a
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multi-level strategy in terms of considering their different markets (business units) and
resources/ capabilities (operations or functional strategies). Such integration may be
required for success in turbulent environments and fulfill different market requirements
whereas more resource based capabilities might allow firms to utilize simpler strategy

making process and still be successful.

Requirement 8: Strategy rﬁanagement process should in;grate_mul_tzple: levels with
hierarchy (Hofer and Schendel, 1979; Wheelwright, 1984, Digman, 1990; Pearson and

Robinson, 1988; and FOCUS, 2000)

Review mechanism:

In another case, the change in the operational environment of the firm may only require
re-definition or revision of the strategy of one of its business units without affecting the
corporate strategy (Babich, 1999; Feurer et al., 1995; Kaplan and Norton, 2001). Again,
in this case the necessary changes need to be deployed to strategies of those functions

affected through the change at business unit strategy. Finally, the change in the business
environment may only be relevant to one of the firms” business processes, thus requiring

re-development or revision of the business process strategy without affecting the

strategies of its corporate or business strategies. This multi-level closed loop continuous

system 1s 1llustrated in Figure 2.14.
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We have seen that the strategy management challenge lies in developing dynamic

strategy management process to deal with dilemmas and uncertain environment in
Figure 2.14.

Requirement 9: Strategy management process should be flexible with multiple entry

points to facilitate rapid review and redeployment of strategy (Babich, 1999; Feurer et
al., 1995, Kaplan and Norton, 2001)

Business processes:

In literature, according to the market-led customer-focused approaches to operations
strategy, market requirement is a key issue but an operation is a competitive weapon to
respond to market requirements (Hill, 1993; DeMeyer and Ferdows, 1987). Similarly,
knowledge-based approaches to operations strategy focus on technology, process and
human competencies within the operational systems to develop a learning system that
facilitates improved competitiveness (Long and Vickers-Kock, 1996; Hayes, 1985;
Hayes and Upton, 1998; Hayes and Pisano 1994). Bititci, (1999a, 1999b) suggested that
the Viable Systems Model (VSM) (Beer, 1985) provides a powerful application of
systems theory for analysis and planning of businesses operations. Bititci went on to

develop the Viable Business Structure, which integrates the CIM-OSA Business Process
architecture (AMICE, 1989) with VSM thinking.

Based on this discussion in the literature, it can be argued that, as the operate and

support process represents the operations of a business, therefore, they should also

represent the unit of analysis from an Operations Strategy point of view.

Requirement 10: Operations Strategy for each business unit arises at business
processes level (Hill, 1993; DeMeyer and Ferdows, 1987; Long and Vickers-Kock,

1996, Hayes, 1985; Hayes and Upton, 1998; Hayes and Pisano, 1994; Bititci, 1999a,
1999b)
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Objective deployment:

Objective deployment is closely match visible business settings. It assists in planning
company direction and developing real world strategies. In general, therefore,
deployment (by using scenario planning) is used to translate a company’s indicators, and
transfer information into actions to create a set of logical hypotheses to connect all levels

of a business. (Fahey, 1998; Simon, 2000)

20 % Improve
Profitability

Increase Sales
by 15%

Reduce
Cost by 10%

Improve

Customer
Satisfaction Index
from4toS

Improve

Delivery
Performance from
Improve 86% to 97%
Productivity

Shorter
lead time

Order Fulfillment

Figure 2.15. A sample of the Cause and Effect Relationships amongst Business, Market and Operational

Objectives
An example is highlighted in Figure 2.15. which, depicts that the one of the company’s

business objectives is to improve profitability by 20%. It also shows that the company’s
first two important measures at the business level are sales and cost of sales. Shorter

lead-times have been determined that would contribute to achieve profitability through

reducing WIP stock and cost by 10%. Also identified is better service delivery from 87%
to 97%. Improving quality would greatly contribute to achieving sales and cost targets.

By improving customer satisfaction index from 4 to 5, this would also contribute to
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increased sales. Therefore, Figure 2.15. shows how business performance can be linked
to operations (business process) performanc