how business strategy is developed

how business strategy is developed is a vital aspect of any organization
aiming to achieve long-term success and sustainability in a competitive
market. The development of a business strategy involves a systematic process
that includes assessing the current market environment, defining
organizational goals, and identifying the resources and actions necessary to
achieve those goals. This comprehensive article delves into the intricacies
of how business strategy is developed, the critical components involved in
the process, and the methodologies that organizations can adopt to formulate
effective strategies. By understanding these elements, businesses can
position themselves strategically to navigate challenges and seize
opportunities in their respective industries.
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Understanding Business Strategy

Business strategy refers to the overarching plan that outlines how a company
intends to achieve its long-term objectives and sustain its competitive
advantage. It encompasses the decisions and actions that guide an
organization in reaching its goals and responding to market dynamics.
Understanding business strategy begins with recognizing its purpose and the
context in which it operates.

The Importance of Business Strategy

A well-defined business strategy is crucial for several reasons:

* Provides Direction: A clear strategy sets the course for the entire
organization, guiding decision-making and resource allocation.

e Enhances Competitive Advantage: By analyzing competitors and market



conditions, a business can identify unique value propositions to stand
out.

e Facilitates Change Management: A robust strategy allows businesses to
adapt to changes in the market environment effectively.

In essence, understanding business strategy involves recognizing its role in
shaping an organization's future and ensuring its viability in a constantly
evolving marketplace.

The Strategic Planning Process

The strategic planning process is a structured approach to developing a
business strategy that typically consists of several distinct phases. Each
phase plays a critical role in ensuring that the final strategy is
comprehensive and actionable.

Phase 1: Assessment of Current Situation

The first step in developing a business strategy is to assess the current
situation of the organization. This involves a thorough analysis of internal
and external factors that can impact the business. Organizations often use
tools such as SWOT analysis (Strengths, Weaknesses, Opportunities, Threats)
to identify key factors that influence their operations.

Phase 2: Defining Goals and Objectives

Once the current situation is assessed, the next phase involves defining
clear, measurable goals and objectives. These goals should align with the
company's mission and vision, serving as benchmarks for success.
Organizations may set both short-term and long-term objectives to guide their
strategic initiatives.

Phase 3: Strategy Formulation

In this phase, organizations develop specific strategies that outline how
they will achieve their defined goals. This may involve deciding on market
entry strategies, product development plans, or operational improvements. The
formulated strategies should consider the competitive landscape and leverage
the organization's strengths.



Phase 4: Implementation

After formulating the strategies, the next step is implementation. This
involves allocating resources, assigning responsibilities, and establishing
timelines to ensure that the strategies are executed effectively. Successful
implementation requires strong leadership and communication throughout the
organization.

Phase 5: Evaluation and Control

The final phase of the strategic planning process is evaluation and control.
Organizations must continuously monitor their progress toward achieving their
goals and be willing to adjust their strategies based on performance data and
changing market conditions. This phase is essential for ensuring the long-
term effectiveness of the business strategy.

Key Components of Business Strategy

A successful business strategy is composed of several key components that
work together to drive the organization toward its goals. Understanding these
components is critical for any business leader involved in strategy
development.

Market Analysis

Market analysis involves studying the industry and market trends to identify
opportunities and threats. This includes understanding customer needs,
analyzing competitor offerings, and assessing market dynamics such as pricing
and demand fluctuations.

Value Proposition

The value proposition defines what makes a business unique in the
marketplace. It articulates the benefits that customers will receive from the
products or services offered. A compelling value proposition is essential for
attracting and retaining customers.



Resource Allocation

Resource allocation involves determining how to distribute the organization’s
resources effectively to support the strategic initiatives. This includes
financial resources, human capital, and technological assets, ensuring that
the right resources are in place to execute the strategy.

Risk Management

Identifying and managing risks is a crucial component of business strategy.
Organizations must anticipate potential challenges and develop contingency
plans to mitigate risks that could hinder their progress.

Tools and Frameworks for Developing Strategy

Several tools and frameworks can assist organizations in developing effective
business strategies. These methodologies provide structured approaches to
analyzing data and making informed decisions.

SWOT Analysis

SWOT analysis is a foundational tool used to evaluate the internal strengths
and weaknesses of an organization, as well as external opportunities and
threats. This analysis helps in identifying strategic priorities and areas
for improvement.

Porter’s Five Forces

Michael Porter’s Five Forces framework analyzes the competitive forces within
an industry. By understanding the dynamics of competition, businesses can
develop strategies that enhance their market position and profitability. The
five forces include:

e Threat of new entrants
e Bargaining power of suppliers

e Bargaining power of buyers



e Threat of substitute products or services

e Industry rivalry

PESTEL Analysis

PESTEL analysis examines the external macro-environmental factors affecting
an organization. This includes Political, Economic, Social, Technological,
Environmental, and Legal factors that can influence strategic decisions.

Implementation and Evaluation of Strategy

Implementing a business strategy requires careful planning and execution.
Organizations must ensure that all team members are aligned with the
strategic goals and that there is a clear communication plan in place.

Change Management

Change management is a crucial aspect of strategy implementation.
Organizations must prepare employees for changes in processes, roles, and
structures that may occur as a result of new strategic initiatives. Effective
change management strategies can help mitigate resistance and foster a
supportive culture.

Performance Measurement

Once the strategy is implemented, organizations must measure their
performance against the established goals. Key Performance Indicators (KPIs)
can provide valuable insights into the effectiveness of the strategy and
highlight areas for improvement.

In conclusion, the development of a business strategy is a multifaceted
process that requires careful consideration of various internal and external
factors. By understanding the strategic planning process, key components, and
relevant tools, organizations can create robust strategies that guide them
toward achieving their long-term objectives. A well-executed strategy not
only positions a business for success but also fosters resilience in a
changing business landscape.



Q: What is the purpose of developing a business
strategy?

A: The purpose of developing a business strategy is to provide a clear
direction for the organization, guiding decision-making, resource allocation,
and actions necessary to achieve long-term objectives. It helps businesses
navigate competitive landscapes and respond effectively to market changes.

Q: How long does it take to develop a business
strategy?

A: The time required to develop a business strategy can vary greatly
depending on the organization's size, complexity, and available resources.
Typically, the strategic planning process may take several weeks to several
months, depending on the thoroughness of the analysis and the number of
stakeholders involved.

Q: What role does market analysis play in business
strategy development?

A: Market analysis plays a critical role in business strategy development by
providing insights into industry trends, customer preferences, and competitor
actions. This information helps organizations identify opportunities and
threats, allowing them to formulate strategies that capitalize on favorable
conditions.

Q: What are some common tools used for strategy
formulation?

A: Common tools used for strategy formulation include SWOT analysis, Porter’s
Five Forces framework, and PESTEL analysis. These tools help organizations
analyze internal and external factors, assess competitive dynamics, and
understand macro-environmental influences.

Q: How can organizations ensure successful strategy
implementation?

A: Organizations can ensure successful strategy implementation by
establishing clear communication, aligning resources with strategic goals,
and employing effective change management practices. Regular performance
measurement and adjustments based on feedback also support successful
execution.



Q: Why is performance measurement important in
business strategy?

A: Performance measurement is important in business strategy because it
allows organizations to track progress toward their goals, assess the
effectiveness of their strategies, and identify areas for improvement. This
ongoing evaluation is crucial for making informed adjustments and ensuring
long-term success.

Q: Can a business strategy change over time?

A: Yes, a business strategy can change over time due to shifts in the market
environment, changes in organizational goals, or unforeseen challenges.
Regular evaluation and flexibility in approach are essential for adapting
strategies to remain relevant and effective.

Q: What is the difference between short-term and
long-term business strategies?

A: Short-term business strategies focus on immediate goals and operational
efficiencies, often spanning a timeframe of one year. Long-term business
strategies, on the other hand, are aimed at achieving broader objectives and
sustaining competitive advantage over several years, requiring a more
comprehensive vision and planning.
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practical and readable guide on how to get the strategy you need for your business to succeed. It
offers sound advice on the following areas: Setting goals and objectives Forecasting market
demands Gauging industry competition Tracking competitive advantage Targeting the strategic gap
Bridging the gap with business strategy Bridging the gap with corporate strategy Addressing risk
and opportunity The FT Essential Guide to Developing a Business Strategy will help businesses of all
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sizes to chart and realise their growth ambitions.

how business strategy is developed: Business Strategy Bengt Karloff, 1989-06-19 The book
covers definitions and examples of well known concepts and models in business strategy. This need
from stems inefficiency and confusion in communication between people in organisations as they
tend to put different meanings into different modern concepts - words such as 'business mission' or
‘entry barrier'.

how business strategy is developed: Business Development David Butler, 2012-05-04 First
textbook to relate closely to the NVQ4 and IM Certificate course First textbook to relate closely to
the NVQ4 and IM Certificate course

how business strategy is developed: International Business Strategy in Complex
Markets Hans Jansson, 2020-06-26 In this revised second edition, Hans Jansson develops and
applies an international business strategy framework to contemporary complex global markets. This
cutting-edge textbook explores the major challenges associated with doing business in complex and
turbulent emerging markets and how MNCs in mature markets execute strategies to meet these
challenges.

how business strategy is developed: CIMA E3 BPP Learning Media, 2012-08-01 CIMA offers
a business qualification with a finance focus, aiming to produce members with accounting prowess
who are skilled in strategic decision-making. 98% of its members work in business, the highest
proportion of any worldwide accountancy body. Paper E3 'Enterprise Strategy' is a wide-ranging
exam that includes aspects of strategic analysis, choice and implementation. To pass, candidates
need both technical knowledge and the ability to apply their knowledge to specific scenarios.The
syllabus is split into four areas: * Interacting with the Competitive Environment (20%) * Change
Management (20%) * Evaluation of Strategic Options (30%) * Implementation of Strategic Plans
(30%)The first section explores the impact and influence of an organisation's environment on its
strategy. An organisation needs to take account of its environmental context as well as its own
internal capabilities when assessing the strategic options available to it. Having identified these
options, it then has to evaluate them to decide which is the most appropriate to pursue.The E3
syllabus recognises that implementing strategic plans involves managing change, and 20% of the
syllabus is now devoted to issues involved in managing the change process. Change Management
has not previously been examined at Strategic Level in the CIMA exams. The final section of the
syllabus looks at the ways organisations control and measure the performance of the strategies they
have implemented. The E3 Study Text provides you with comprehensive coverage of the principles of
business strategy and how they can be applied to design and implement enterprise strategies. The
Text also offers a range of short case studies which illustrate how business strategy ideas are
applied in the real world. In the E3 exam, your ability to apply knowledge to a scenario is as
important as pure knowledge, but it is still crucial to have a sound understanding of the key terms
and ideas. The 'key terms' feature in the text will help you identify these key terms, while the
'section summaries' provide a convenient overview of each section of the text.&quote;

how business strategy is developed: Human Resource Development John P. Wilson, 2005
The book will provide both thought-provoking questions and stimulating answers to the key factors
in HR development today. IT Training Human Resource Development is the ideal handbook for all
professional trainers and provides core information needed by all professional students of this
subject. This new second edition has been fully updated and revised, with the inclusion of three new
chapters making this the most topical book in this field: *Design, Development and Application of
E-learning; *Knowledge Management & Transfer; *Human & Intellectual Capital. Clearly structured
with detailed sections covering each aspect of the training cycle, the book also includes sections on:
*The Role of Learning Training and Development in Organisations *Learning and Competitive
Strategy * The Identification of Learning, Training and Development Needs * The Planning and
Designing of Learning, Training and Development *Delivering Learning, Training and Development
*Assessment and Evaluation of Learning, Training and development *Managing the Human Resource
Development Function Co-ordinated and edited by Dr John P. Wilson, individual contributors include



Professor Geoff Chivers, Professor of Continuing Education, Sheffield University, Joan Keogh OBE
and Colin Beard both senior lecturers, Sheffield Hallam University, Alan Cattall, University of
Bradford plus many more leading academics in the field of Human Resource Development.

how business strategy is developed: Mergers, Acquisitions, and Other Restructuring
Activities Donald DePamphilis, 2017-07-12 Mergers, Acquisitions, and Other Restructuring
Activities: An Integrated Approach to Process, Tools, Cases, and Solutions, Ninth Edition, is the most
current, comprehensive and cutting-edge text on M&A and corporate restructuring available. It
includes many of the most up-to-date and notable deals and precedent setting judicial decisions, as
well as new regulations, trends and tactics employed in M&As. The implications of recent
developments such as negative interest rates on valuation and the backlash against globalization for
cross-border M&As are discussed. More than 90% of the case studies are new for this edition,
involving deals either announced or completed during the last several years. It is comprehensive in
that nearly all aspects of M&As and corporate restructuring are explored from business plan
development to target selection and valuation to negotiation and post-merger integration. It is
cutting edge in that conclusions and insights are anchored by the most recent academic research,
with references to more than 160 empirical studies published in leading peer-reviewed journals just
since the release of the last edition in 2015. - Teaches about the financial, legal, accounting and
strategic elements of mergers and acquisitions by concentrating on the ways their agents interact -
Emphasizes current events and trends through new and updated cases - Highlights international
mergers and acquisitions activities

how business strategy is developed: Strategic Training and Development Robyn A. Berkley,
David M. Kaplan, 2019-07-31 Strategic Training and Development translates theory and research
into practical applications and best practices for improving employee knowledge, skills, and
behaviors.

how business strategy is developed: Technological Know-how, Organizational Capabilities,

And Strategic Management: Business Strategy And Enterprise Development In Competitive
Environments David ] Teece, 2008-09-10 This book explores factors which impact the viability and

growth of business enterprises. In particular, the role of entrepreneurship, organizational learning,
and business strategy — including licensing strategy — are considered in some detail. It presents
fundamental thinking about business organization and provides the conceptual framework that
scholars need to understand complex business organization, managerial processes, and competitive
strategy.

how business strategy is developed: Understanding Business Strategy Lourdesamy
Iruthayasamy, 2021-03-06 This book cuts through the strategy verbiage to get to the fundamentals
of business strategy—its meaning, formulation, and implementation. Challenges to understanding
strategy are examined, including institutions and national culture. Strategy theories are not just
explained but assessed in terms of their validity, limitations, and applicability across countries,
cultures, and organisations. The thinking and works of major strategists like Ohmae, Mintzberg,
Porter, Rumelt, Barney, Prahalad, Hamel, Peng, Kim, and Mauborgne are reviewed in the context of
strategic thinking, strategy formulation, and strategy implementation. The confusion and consensus
in strategy are highlighted. While not prescriptive in terms of telling the corporate leader how to
formulate strategy, for there is no one best strategy or one best way to formulate strategy, the book
does identify broad approaches to corporate strategy formulation and implementation and the
underlying principles. To this extent, corporate leaders and students and instructors of business and
management will find the book informative and instructive.

how business strategy is developed: Business Strategy in the Artificial Intelligence
Economy J. Mark Munoz, Al Naqvi, 2018-04-30 Technological breakthroughs relating to artificial
intelligence has redefined business operations worldwide. For example, the ways in which data is
captured, processed, and utilized to optimize customer interactions has grown by leaps and bounds.
The change is redefining the structural dynamics of business strategy, economic theory, and
management concepts. Leading technology companies around the world have expanded their



research in artificial intelligence. With IBM’s launch of Watson, a new cognitive era has started.
Investment firms have backed numerous emerging artificial intelligence companies. Meanwhile,
there is paucity of academic and business research on the subject. This book project is a pioneering
examination of how artificial intelligence is transforming the contemporary business strategy.

how business strategy is developed: People and Organisational Development Helen Francis,
Linda Holbeche, Martin Reddington, 2012-01-01 People and Organisational Development is ideal for
both practitioners and students alike. Setting out a new agenda for organisational effectiveness, this
book not only covers emergent theories of organisational development and human resources
management, it also gives practical examples for how these theories can be applied. Covering
everything from how HR can support strategic change and how technology can be an agent of
transformation to performance management, diversity, talent management and emotion at work, this
book firmly places HR at the heart of a modern approach to OD. Crucially, People and
Organisational Development doesn't just examine successful change initiatives, it also covers the
unsuccessful attempts at organisational change and what can be learnt from these. There is also
invaluable discussion of the OD role of HRD in ethics, corporate social responsibility (CSR) and
sustainability. Packed with international case studies and examples, this is essential reading for all
those studying the CIPD Level 7 Advanced Organisation Design and Organisation Development
module and everyone wanting to make a difference to the development of their people and their
organisation. Online supporting resources include additional case studies and practical tools.

how business strategy is developed: The Power of Enterprise-wide Project Management
Dennis Bolles, Darrel G. Hubbard, 2007 Executives in the most forward-thinking businesses are
taking project management beyond specific projects in manufacturing, product development, and IT,
and adopting its powerful methods company-wide. This book describes in detail the four key
functions, also known as the Four Pillars of the EPMO House of Excellence, that are crucial to
building an effective Enterprise Project Management Office (EPMO).

how business strategy is developed: A Six Sigma Approach to Sustainability Holly A.
Duckworth, Andrea Hoffmeier, 2016-02-22 In an age when most business plans extend only to the
next quarterly reporting period, the authors of this book propose an audaciously longer view of
future planning. Reaching beyond the modern five or ten-year strategic plan, the authors take a cue
from Kongo Gumi, a Japanese construction company launched in 578 AD that managed to thrive as a
fami

how business strategy is developed: MBA in Finance - City of London College of
Economics - 10 months - 100% online / self-paced City of London College of Economics,
Overview You will be taught all skills and knowledge you need to become a finance manager
respectfully investment analyst/portfolio manager. Content - Financial Management - Investment
Analysis and Portfolio Management - Management Accounting - Islamic Banking and Finance -
Investment Risk Management - Investment Banking and Opportunities in China - International
Finance and Accounting - Institutional Banking for Emerging Markets - Corporate Finance - Banking
Duration 10 months Assessment The assessment will take place on the basis of one assignment at
the end of the course. Tell us when you feel ready to take the exam and we’ll send you the
assignment questions. Study material The study material will be provided in separate files by email /
download link.

how business strategy is developed: Executive MBA (EMBA) - City of London College of
Economics - 10 months - 100% online / self-paced City of London College of Economics,
Overview An EMBA (or Master of Business Administration in General Management) is a degree that
will prepare you for management positions. Content - Strategy - Organisational Behaviour -
Operations Management - Negotiations - Marketing - Leadership - Financial Accounting - Economics
- Decision Models - Data Analysis - Corporate Finance Duration 10 months Assessment The
assessment will take place on the basis of one assignment at the end of the course. Tell us when
youfeel ready to take the exam and we’ll send you the assign- ment questions. Study material The
study material will be provided in separate files by email / download link.



how business strategy is developed: Executive MBA in IT - City of London College of
Economics - 12 months - 100% online / self-paced City of London College of Economics,
Overview An MBA in information technology (or a Master of Business Administration in Information
Technology) is a degree that will prepare you to be a leader in the IT industry. Content - Managing
Projects and IT - Information Systems and Information Technology - IT Manager's Handbook -
Business Process Management - Human Resource Management - Principles of Marketing - The
Leadership - Just What Does an IT Manager Do? - The Strategic Value of the IT Department -
Developing an IT Strategy - Starting Your New Job - The First 100 Days etc. - Managing Operations -
Cut-Over into Operations - Agile-Scrum Project Management - IT Portfolio Management - The IT
Organization etc. - Introduction to Project Management - The Project Management and Information
Technology Context - The Project Management Process Groups: A Case Study - Project Integration
Management - Project Scope Management - Project Time Management - Project Cost Management -
Project Quality Management - Project Human Resource Management - Project Communications
Management - Project Risk Management - Project Procurement Management - Project Stakeholder
Management - 50 Models for Strategic Thinking - English Vocabulary For Computers and
Information Technology Duration 12 months Assessment The assessment will take place on the basis
of one assignment at the end of the course. Tell us when you feel ready to take the exam and we’ll
send you the assignment questions. Study material The study material will be provided in separate
files by email / download link.

how business strategy is developed: Aligning Human Resources and Business Strategy Linda
Holbeche, 2009-06-04 What difference can the aspiring HR strategist really make to business value?
In the new edition of her ground-breaking book, Linda Holbeche answers this question and provides
the tools and insights to help HR managers and directors add value to the organization by
implementing effective HR initiatives that are aligned to core business strategies. Featuring updated
profiles and case studies from top HR strategists who have used their skills to deliver a variety of
key business objectives, Aligning Human Resources and Business Strategy, 2nd edition provides
inspiration and guidance on how to apply the theory to challenges in your organization. Learn how
you can strengthen and prove the relationship between people strategy and business success
through your approach to performance and development and impress at the highest levels with this
new edition of an HR classic. Linda Holbeche is Director of Research and Policy at the Chartered
Institute of Personnel and Development (CIPD). Linda chairs and speaks at meetings and
conferences worldwide and appeared at number six in Human Resources magazine's HR most
influential 2008 roll call of top industry thinkers.

how business strategy is developed: Master of Science in Project Management - City of
London College of Economics - 10 months - 100% online / self-paced City of London College
of Economics, Overview A MScPM (or Master of Science in Project Management) is a degree that
will prepare you for a role as (Senior) Project Manager/Director Project Management. Content -
Building the action plan: scheduling, estimating and resource allocation - Achieving stakeholder
satisfaction through project control - Project risk management - A model for building teamwork -
New project development processes - Enterprise project management - Quick tips - Speedy solutions
- Cutting-edge ideas - Making good decisions - Ideas and what to do with them - Leadership and trust
- What to do when things go wrong - Over 120 new exercises to practice what you've learnt Duration
10 months Assessment The assessment will take place on the basis of one assignment at the end of
the course. Tell us when you feel ready to take the exam and we’ll send you the assignment
questions. Study material The study material will be provided in separate files by email / download
link.

how business strategy is developed: Discount Business Strategy Michael Moesgaard
Andersen, Flemming Poulfelt, 2006-10-27 What people are saying about Discount Business Strategy:
Michael Andersen and Flemming Poulfelt provide a provocative discussion of the rapidly growing
role of discounters across numerous industries: how they operate; how they create uniqueness; and
how they can destroy value for incumbents. Understanding the specific moves and tools that the



authors analyze will be valuable for attackers and incumbents alike. —Adrian J. Slywotzky, Director,
Mercer Management Consulting USA This book is very timely, dealing with today's most critical
strategic issue: how to provide more value to the consumer through aggressive discounting. Those
players in manufacturing and distribution who master this will be the winners; many established
firms will fall by the wayside. A similar set of issues are facing many nations today - Europe vs. Asia!
—Peter Lorange, President, IMD, Switzerland Andersen and Poulfelt have researched one of the
most important themes in today's business world - how fundamentally new business models have
wiped out establishments not with new products or technologies, but by creating new rules for
conventional industries. Read this book and learn how to recognize the disruption of your industry
before it is too late! —Sigurd Liljenfeldt, Senior Partner, Monitor Group, France This book asks if a
firm can have its cake and eat it too - that is, maintain high quality at low prices. My favourite
example and shopping place is big box Costco. Ikea is another. A must read for a broad audience
concerned about corporate survival! —Professor Larry E. Greiner, Marshall School of Business,
University of Southern California, USA The aspiration to adopt the right strategy still prevails over
the business world. But is there a single 'best' strategy for a company? Can an organization create
sustainable competitive advantage from an 'off-the-peg’ strategy? And are most companies likely to
craft a strategy that genuinely creates uncontested market space and makes the competition
irrelevant? The answer to all these questions is probably 'No'. And the rising tide of companies like
Dell, CostCo, Skype and Linux means that asking them at all may soon be futile. While strategists
have foundered in old paradigms, a new breed of competitors has emerged. Value destroyers.
Old-style thinking understood value destruction when it was confined to an industry and driven by a
new product or technology. But what are the implications when the destruction stems from a new
way of thinking - from a strategy that simultaneously creates value? The implications are enormous.
Every company in every industry is potentially at risk. This risk - or opportunity - is precisely the
reason for this book and its focus on exploring why and how some companies have bridged the gap
between differentiator and cost leader strategies to emerge as winners in hypercompetitive markets,
and what this entails in terms of value destruction and creation. Discounting organizations are here
to stay - are you?
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