PAGE  
7

Formulation

How could you formulate strategy for your company? Or State the strategy formulation process. Or How would select strategy? 

Strategic formulation is the one of the preliminary works that management had to follow while doing the strategies for businesses. In a simple generic sense, we could split the whole task into two phases, namely- Preliminary phase and Formulation phase.

In the preliminary phase we normally do all the situation analysis in comparison with what was perceived and adopted previously and what has gone changed and what variations actually happened in the macro and micro environmental factors.  On the other hand the formulation phases include the various alternative measures that are available for management to choose from and set the alternative actions there on. Most importantly the Contingency planning that are required in course of achieving or implementing strategies as it is understood that business environments are dynamic and fast changing. 

First of all, let’s check the issues:

1. Reviewing the situation:

Strategic planning is made on the basis of certain assumptions, presumptions too, only quantitative data or information is not enough, at the end it is the prudence and intelligence of the management that enables an organization successful or not. In this manner managers normally check back the objectives setting conditions that was prevailing and now situations with strategy, to be more simplistic, it checks the deviation between the objectives and strategies, or the distance between ends and means. When this course is taken it is also the matter of courage to check the compatibility between these two too. 

There are questions, which might be taken into considerations:
· Internally consistent or not?

Sometimes companies may take objectives to achieve rapid growth rather than go slow. In this case we have to check if it is dominated by family control or not. If it is family controlled objectives of rapid growth is bound to fail.

· Externally consistent or not?

Meaning the external environmental factors must be consistent too. For example, economy, GDP, war etc.  

· Appropriate with resources?

It means setting objectives and allocating resources must commensurate each other. Otherwise it would be treated as highly ambitious.

· Risk?

All business risks needed to be calculated. Open ended or uncalculated risks are not acceptable in strategic management.

· Time horizon?

The time allowed for achieving objectives must be wisely and correctly set, it would be unwise to set impractical time line.

· Workable?

Finally viability and workability of a plan must be tested. Sometimes all set but no go plans are found to be tried upon, which ultimately brought out to be a waste and failed. 

2. Redefining the strategic issues:

This is also important to note that macro economic conditions and global or regional economy and governments that the company working with could be changed without any anticipation or warning. For example, the situation in the mid-east was not the same as now, global economy or individual country’s economy could be changed for sure. In this manner managers would chalk out the changes and objectives or strategies too when and where needed proportionately. 

How could redefine /reaffirming be done- some other relevant questions to be considered?
· Impending shift in the economy: 

It means domestic economy can be changed with its GDP growth rate, or economic cycle. On the other hand due to political changes the economy could be affected, which might be in conflict with the previously set conditions. So, after certain period of intervals this change might be adjusted.

· Government  policy:

Countries like Bangladesh where policies are changed with the change of power in politics; this element bears quite an element in determining the strategic formulation. For example, capitalistic philosophy vs. socialist or Islamic philosophy. 

· Regulations:

Government might change its tax policy, VAT policy etc. In this regard management is to identify the change and necessary adaptation to be taken thereto. 

· Competition:

Competition could turn to anywhere from fierce to consortium, kieretsus to independent. Perfect competition could be changed into duopoly or monopoly. Companies could be amalgamated, acquisitioned or strategic alliances could be there. Management is to check out all these elements carefully to measure its positions.   

3. Preparation of strategic guidelines:

Guidelines are related to policies that the functional departments are pursuing while accomplishing their functional activities. In doing their strategic planning and achieving it management would consider its business posture, alternative measures available to achieve the strategic goals, and in this regard the R&D budgets and strategies also important in particular to note and care. We must not forget, market, R&D and production are integrated functions of any companies’ strategic decisions. One cannot succeed without the other. 

 Ways to do the guideline preparations:

· Funding:

The issue of fund resource is also important for the management to decide and recheck, whether new rescheduling and source of finance could be tested or not. Due to various factors change management might reshuffle the financial sources. 

· Facilities, equipments to functional departments:

All departments are not equally in position to have the equal funds and other resources, rather the management should refix Based on postures and objectives. 
4. Situation/Feasibility studies:

Feasibility studies mean studying the situation of overall business conditions, to check whether any major changes needed or not and if required quick fixes are needed; meaning Do as needed/Quick fix. It is normally done by external audit or consulting firms.

 How could the Feasibility check work?
· Investigate serious matters: 

Refers to Competency like issues. Proper experts are needed, for example, Economic problems be fixed by Economist, Human Resources problems be done by HR Experts and likewise. 

· Divesture, Diversifications, R&D:

Experts of divestment and diversification could be done by marketing consulting firms, regarding R&D related analysis Engineers should be called in.

The Above Preliminary phase is not a matter of Conceptual in nature, rather a quick fix item.
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The above discussed in detail below:

Formulation Phase issues:

Q. What do you mean by choice of basic strategies?

Basic issues related are self evident; expanding economy means growing industry and strong competitive Position. Again the other conditions like instability and dying moment of Survival stages are also related to the business life cycle conditions.
There are some basic strategies, which are related to business life cycle and strategic moods. Macro economic and global economy could be at growth stage or declining stage where the company has little or not much to progress, rather than adjusting with the situation, and slashing its costs and unnecessary property and assets. It could make the company more sustainability in terms of liquidity, which is otherwise dry out and affected with the declining or slow down of sales. On the contrary, growth can make the sales easy and market expansion and product and market diversification could speed up resulting heavy profits for the firms. Depending on the above forces the company can go down or go up- If the company is found to be having a introduction of life cycle- it would have loss or no profits and people around would have a panic or confused period of time, while the management role is to be firm in their objectivity and boosting up of morale of employees. While it comes to the cycle of growth- all will have ecstasy, and everybody enjoy the fruits of time and best selling. Again when the company or the products reaches at the maturity level or declining time line, it faces problems with liquidity, banks are reluctant to issue fresh loans, the sundry creditors rush in to press the firm to repay the dues. At this period of time company needs funds but slow sales due to fewer sales and all are in a bad shape to run the company. This is the time when changes are needed and more properties are to be sold out if found to be unnecessary. This is a harsh decision time, while many of our colleagues might lose their jobs along with management staff. Time is for change in the organization where new leadership emerges with new visions and management strategies. 

Q.1. what is to be done regarding Courses of Actions?

This is a difficult job, because, the business environments are ever changing without any notice the situation could turn to any side. On the other hand, e.g., Growth can be a result of both Internal and/or External reasons:

· Internal = 4Ps + Technology

It refers to marketing functions and strategy that could expand market and growth can be rocketed up, with dynamic steps by marketing strategists. While doing marketing strategists the first elements to look into is

· The product and its features, ingredients and other variables.

· The next element is the price of the product for which it is being sold out. Price skimming, discount pricing and standardizing of price of products are all related to pricing strategy.

· Placing is the third option in the marketing mix strategy where the channel of distribution and the players in the middle between the producer and consumers standing. Here it is to be strategically decided whether the company would go for online selling or direct marketing, or multilevel marketing. Some firs yet doing good following the traditional marketing channels such as- dealers, agents, wholesalers, retailers etc. 

· Final element of the marketing mix is the promotional strategy and activities. It means the communication with the marketing players and stakeholders, whom the product or services are going to be targeted. In this case brand establishment, image creation, perception building and analyzing the psychology of the consumers are important ingredients to look into. 

· External = Joint Venture, Merger, International business

External factors are the ingredients for which the companies’ active contribution is negligible or null. Any company can have growth with this type of external phenomenon. For example- by buying in a company or firm or factory anyone can have the expected growth in their equity. This is a pretty popular management practice, particularly among the US companies, where generally acquisition means rise in the stock price, which mostly bring about hefty growth in the corporate managements stakes. 

The growth is a Complex, Creative and Variables related. There are many tools used like QM, Managerial Economics, simulation programs etc. in order to choose the best available alternatives and relative leverages that many options have to offer. 

· Judgmental, situational: Management decisions are mostly judgmental and situational, meaning flexibility be there. Software can analyze data and variables, complex alternative choices can be jot down easy by using Quantitative methods and tools, but at some point managers have to deliver their decisions with regard to take it or leave it kind of situations, which the software cannot do. Creativity and variable related decision making human could do better than machine, as it has some imaginary and visionary power which computers lack in. 

· Determined by trade-offs and eliminations:

When the resources are limited demands are higher in various, trade off is inevitable among various departments and functionaries. Sometimes some projects might have to be waived from priority list, sometimes property assets could be harvesting and some could turn to dog situation. This is all managers’ decision what to do when. 

* Optimum combinations needed among functional departments:

Integration and coordination among departments are also important, as no one functionaries can run alone or mis-coordinaion would produce a bad symphony, and it would not work well. We are to note that some departments achieving or over performing would never means a sustainable success for a firm.  

Q. How could you do the Contingency planning or Contingency planning process? 

Or the steps?

Contingencies derived from: 

Economic fall, raw materials shortage, competitors move, loss of contract, labor strike etc. 

3 steps:

Step-1

· Identify critical assumptions:

While identifying critical assumptions we should fix up the elements and issues to be identified e.g., E.g., Economic fall, raw materials shortage, competitors move, loss of contract, labor strike etc. are such contingencies 

-Low confidence assumptions: Which elements bring about low confidence among those issues needed to be sorted out first. 

-Control problems: Then management has to check out the mechanism to control those problems too. In this matter, managers must set up who to do what and when to do. 

.

Step-2

· Impact measurement:

In this case management must understand the economic life cycle as economic downturn and growth or booming would not have equal affect to the business management. Hence the performance of different functional departments would also vary in accordance with the business cycle.  
· Completing the analysis:

The next item is the completing the above analysis taking under consideration the afore mentioned variables. 

-At this stage reassessment of the alternatives or opposite assumptions, objectives, degrees of strategic adjustment are made.

Normally the external audit firms and consultants do these jobs.  If the analysis proved to be right and the objectives and strategy could not be rightly moving or matching- let us remake the strategy. 
Next step-3

Step-3

· Establishing Trigger points

This is very tricky as to when and who would pull the trigger, and what exactly would tell the time is right.  Let us check out the process-

Process:

1st: Information needs must be identified first and that would be followed by Management Information Systems Selection and that would be followed by Assigning monitoring team. 

2nd: Specific Measurable Evidence must be established which would tell the team as when to abandon.

3rd: Lead time be fixed.

4th: Scenario of response specified.

Contingency is both a short or long term plan.  When we say short term it means- we have to do it quick fix or quick regrouping and limiting the objectives or adjusting it.

When we say long term it refers large redeployment of resources, and check out if it is working or not by analyzing the sales report. If this seems not working as expected we are to move for Total Remaking!
The next question usually affects us is How can we judge a strategy is sound or not.

We have to check out the following indicators among others:

6 essential criteria: Consistency test pass

Internally consistent:

a. S+W. Meaning strategy and policy fits into an integrated pattern;

Environmentally consistent:

b. T + O. Must be environmentally suited;

Resource consistent:

c. Must be matched with internal resources. Meaning balancing between goals and available resources needed;

Risk consistent:

d. Risk must be at an acceptable degree;

Time consistent:

e. Must have an appropriate time horizon;

Workability consistent:

f. Must be workable.













