


portunities that can benefit your business and threats that
should be avoided. How are you positioned to address the
external market? What are the trends that may impact your
business! The key is to be faster than your competition in
identifying and responding to changes in the external market.

External forces that can impact your business are grouped
into five broad categories.

* Economic forces—interest rates, credit availability, con-
sumer spending, inflation rate, unemployment trends.

* Social, cultural, demographic, and environmental forces
—trends that shape the way we live, work, produce, and con-
sume. They include consumer education, the aging population,
the increasing influence of minorities, and the environment.

* Political, governmental, and legal forces—changes in local,
state, and federal laws, regulatory agencies, and special inter-
est groups. They include government regulations, mandatory
recycling, tax law, and import/export regulations.

* Technological forces—the Internet is changing the way
business is conducted in terms of shorter product life cycles,
new forms of distribution, and changing traditional geographical
markets.

» Competitive forces—new competitors, increased com-
petitive rivalry among existing firms, and the strength of the
buyers. These can impact your relative competitive position.

Industry performance will vary and the importance of indi-
vidual trends will change over time, but the collective analysis
of the business market will increase your understanding of
opportunities for growth and potential threats that can have a
negative impact on your business.

“The idea is to concentrate our strength against our competitor's
relative weakness.” Bruce Henderson

BENEFITS TO
SUCCESSFUL BUSINESS PLANNING

» Establishes a common business framework and language for
developing strategy.

e Creates a proactive versus reactive culture. The employees
initiate and influence activities that help shape the firm’s
own future.

e Formulates better strategies with a systematic, logical, and
rational approach.

e Improves internal communications throughout the process;
a key to successful management.

* Yield improvements in sales, profitability, and productivity.
e Creates an enhanced awareness of external threats.

e Develops an increased understanding of competitors’
strategies.

e Improves employee productivity

* Reduces resistance to change

» Creates clear performance-reward relationships
* Adds order and discipline to the firm

* Creates the view of change as an opportunity
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Strategic Options—Once the internal and external
analyses are complete, a number of different actions and
opportunities will present themselves. Evaluate each option
against a list of consistent criteria in order to rank the relative
attractiveness of each course of action.

The goal is to strengthen core competencies, improve
weaknesses, minimize threats, and take advantage of growth
opportunities. Always evaluate your strategic options based on
how well the strategy matches your firm’s skills, resources, and
capabilities.

“The leader's role is to make sure that the business managers
have the skills, resources, and capabilities necessary to execute
the company’s business strategy.” Larry Bossidy

Execution—\ithout a good execution plan, all strategies
are equal. In developing a plan for improving the performance
of your business, the challenges of execution are often over-
looked. Does your firm have the skills, resources, and capabili-
ties to execute the plan?

Key steps in the execution process include the following.

* Align, motivate, and execute.

* Team execution on a daily basis.

* Ensure everyone in the organization understands the busi-
ness direction and how their specific role is important to the
strategy's success and the future success of the business.

Measurement and evaluation—Measure your perfor-
mance and strive to make adjustments. Develop a balanced
scorecard, display it visibly in the organization, and track your
performance to goal so everyone can see the progress on a
periodic basis.

The balanced scorecard approach highlights four or five key
measurement criteria that significantly impact business perfor-
mance. Everyone in the organization understands each criteria
and how their individual responsibilities impact the attainment
of the goal.

Common scorecard criteria include sales, inventory levels,
cash flow, and income. Business performance (the business
scorecard) is a measure of the effectiveness of how you imple-
mented or failed to implement your plan.

Developing a focused business strat-
egy will move your firm closer to meet-
ing your business goals. B
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