Chap 5 : Theory of Strategy

Dr. Ir. Yeffry Handoko Putra, M.T

Ref: [TSO] ITIL Service management
Chap 3

MAGISTER OF INFORMATION SYSTEM




Last week Topic

Generic Strategies and Industry Forces

Generic Strategies
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Cost : _—r
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Leadership
Entry ﬁhility.tn.cut price in Egstnmer loyalty can F&cusing develops core
E retaliation deters discourage potential competencies that can act as
== potential entrants. entrants. an entry barrier.

Buyer Ability to offer lower Large buyers have less Large buyers have less power
price to powerful | power to negotiate because | to negotiate because of few

Power buyers. of few close alternatives. alternatives.
Suppliers have power because
Supplier  Better insulated from Better able to pass on of low volumes, but a
) owerful supoliers supplier price increases to | differentiation-focused firm is
sl P PPIETS. customers. better able to pass on supplier

price increases.

: Customer's become -
Threat of Can use low price to attached to dilerentiating Specialized products & core

Substitutes defend against attributes, reducing threat of competency protect against

substitutes. substitutes. substitutes.
Rivals cannot meet
Rivalry Better able to Brand loyalty to keep differentiation-focused
compete on price. customers from rivals.

customer needs.



Strategic Alignment Model Venkatraman (1993)

Business [ | IT
strateqy strateqy

| |

| |

I

I

I I
Business | | IT

pProcesses pProcesses

Figure 3.1 Sirategic alignment model (Parker et al., 19589, Henderson and
Venkatraman, [993)
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Strategic Alignment Model Venkatraman (1993)
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Example: Strateqy in ITSM

Core [TIL lifecycle publication Processes described in the publication

ITIL Service Strategy Strategy management for IT services
Service portfolio management
Financial management for IT services
Demand management
Business relationship management

ITIL Service Design Design coordination
Service catalogue management
service level management
Availability management
Capacity management
IT service continuity management
Infarmation security management
Supplier management

ITIL Service Transition Transition planning and support
Change management
Service asset and configuration management
Release and deployment management
Service validation and testing
Change evaluation
kKnowledge management

ITIL Service Operation Event management
Incident management
Request fulfilment
Problem management
Access management

ITIL Continual Service Improvement Seven-step improvement process



Strategy as Integration in services lifecyle
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Continual Improvement and the service lifecyle

service strategy

Strategles, policies,
standards

Cutput

Feedback
Lessans learned

for improvement s

Lessons kearned
for improvement

Service design

Plans to create and modify
sgrvices and service

management processes Feedback
Lessons learned

for Improvement

Service transition

Manage the transition of a
riew or changed service
and/or service management
process inte production

Output

Output

Continual service improvement

Activities are embedded In the service lifecyde

Feedback
Lessons learned
for innproverment

Feedbach
Lessons learned
far improvemert

Service operation

Day-to-day operation of
services and service
rmanagement processes



The Essence of Strategy is choosing what not
to do (Porter, 1990)



Case Study : security services

At some time in 2001, a global network security
services provider lost a major customer due to
quality concerns materially affecting revenues
and profits. Senior executives demanded that
something be done — either cut costs or find a
replacement customer.

While a replacement customer was sought,
service operations dutifully reduced costs. Service
quality was impacted, prompting three recently
acquired customers to depart — further
negatively affecting revenues and profits.

Senior executives again demanded that something
be done - either cut costs or find replacement
customers.

Solution

Surprisingly, the solution was to suspend new sales.
The chief information officer (CIO) understood that:

Service operations were caught in a vicious
cycle with disastrous long-term consequences

Customers were leaving due to a strategic
weakness, Customers differentiated the value
of security services through service quality.
Strategies based on cost and technology were
incorrect.

By re-focusing staff and budget on service
operations, the organization repaired and rebuilt
its distinctive quality capabilities for remaining
customers, Customer churn was halted.

The solution, while painful in the short term,
allowed the provider to break the vicious cycle
and pave a long-term strategy for regaining
customers. The counter-intuitive breakthrough
was based on (a) a big picture view of services,
and (b) the precept of superior performance
versus competing alternatives.



Fundamental Aspect of Strategy

Carl Von Clausewitz remarked: Everything in strategy is very simple , but does

not mean that everything is very easy

Defining and executing even a simple strategy
involves complex issues such as organizational
impact, uncertainty and conflicting priorities
and objectives. Experience and codes of practice
alone are often not enough to deal with these.
They involve using complex analysis models to
analyse current patterns, project future trends
and then estimate the probability of each trend
becoming reality.

They focus on all factors regarding the
organization and its environment and the
interactions between them. The scope of even
simple strategies can appear to be intimidating,
but it is still important to take these areas into
account.

Since strategists are dealing with uncertainty,
they may spend significant effort investigating
the underlying principles of the strategy, only
to find that there is so much uncertainty that
they have to fall back on basic theory.



Strategy is Balancing

Focus on the future Focus on the present
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Four P of strategy (Mintzberg, 1994)

Perspective

Positions



Perspective’s example

‘Focus on the user and all else will follow'

‘It's all about growth, innovation and the
dependency of technology, led by the greatest
people anywhere’

‘Consumer connectivity first — anytime,
anywhere’

‘[Our] purpose is to improve the quality of life
of the communities we serve’

"We will be a best-in-class service provider in
[our] industry’.
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Strategy as Plan

Executive summary This should outline the
strategy at a high level, giving a summary of
the mission and vision, major goals and key
strategies. The idea is that someone who has
not been involved in writing the plan can get
an understanding of the overall intent and
contents of the document quickly. In most cases
it should be enough information for an
executive to understand the overall direction
and impact of the plan, and direct them to
more detailed information that is relevant to
them,

Authorization K is important to know who
signed off on the plan, as this indicates
ownership of the plan. This will lend weight to
the plan when it is being executed, audited or
measured. It will also identify key stakeholders
for plan revisions and updates.

Background This is a brief description of the
events leading up to the current strategy. It
might be a regular strategy review, but more
likely there were some specific triggers that
initiated the current plan. These could be
positive or negative — for example, unforeseen
decline or growth in the business, new
customer demands, flaws in the previous
strategy which resulted in high-profile failures,
a change in the economy etc. It is very
important for executives to understand the

Situational analysis This section of the plan
could be combined with the background, but
contains more specific and detailed information
about the situation that gave rise to the current
strategy. It will also describe which methods
were used to do the analysis (e.qg.
benchmarking or standards compliance) and
any alternative strategies that were rejected,
together with the reasons for rejection.



Strategy as Plan

Vision, mission and value statements This
section describes the overall perspective of the
organization. It acts as a yardstick against which
the rest of the plan and any resulting actions
should be measured. Although it may seem that
many values (such as integrity or fairness) are
intangible, they encourage those who execute
the strategy to make the values part of their
tactical decision=making process. For example,
one of the regions where the organization
wishes to grow new opportunities requires
them to pay substantial bribes to government
officials — will that be supported?

Objectives These are the objectives as defined
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Strategy as Pattern

&m,
Ns

_I_

Patterns

Executed plans

Deferred plans



Example : Service Strategy as Pattern

Patterns of action

'How-to" patterns

Boundary patterns

Priority patterns

Timing patterns

Description
Set the operating style of the organization. The framing of how activities are performed,
for example:

R&D staff must rotate through operations

All customer questions must be answered on the first email or call

Operations staff must have obtained a minimum level of training and certification.

Set the focal point of the organization. The body of opportunities that should, or should
not, be pursued, for example:

Hardware acquisitions must be done through strategic vendors
MNew technologies must conform to a certain standard
New projects must follow a standard methodology.

Set the allocation of resources. The ranking of new opportunities, for example:

Service stability outweighs speed of deployment

Service quality outweighs cost savings.
Set the rhythm of the organization, Staff are synchronized with customer and business
cycles, for example:

End-of-quarter and end-of-year required enhanced service levels

When legislature is in session, no changes are allowed.



Strategy Management Scope (ITSM Source)

Business strategy

= YWision and mission

= Objectives

= Howw will the objectives be achieved?

= What are our priorities?

= What is our market?

= Who are our customers?

= What services and products
will vwe offer?

= How do we make investments?

= Corporate organization and
governance

= Howw will we improve our
business?

Business tactics

= How will we create and deliver
services and products?

= Howw will we sell our products and
services?

= What resources and capabilities do

we nead?

Howw will we support our customers?

How do we manage suppliers?

= How will we measure the
effectiveness of our investments?

Business operation

= Build and deliver products

= Dreliver services

= Generate revenue

= Manage suppliers

= Identify and manage exceptions

IT strategy (including the IT service strategy)

= What business outcomes must we support?

= What IT services will we offer to support
these objectives?

= Who are our internal and external
customers?

= What market spaces do we serve?

= Technology standards

= Architecture

= How do we prioritize and decide on
investments?

= IT organization and governance

IT tactics for services
= How do we design and deliver IT services?
= How do we transition amnd manage change

to IT services?
= How do we deploy resources and capabilities?
= How do we assure the availability and
performance of IT services?
Howe will wwe support owur customers and users?
Howw do we ensure appropriate use of
investments?
Howe will we identify areas for improvement?
Howe will we manage suppliers?

IT service operation

= Deliver IT services

= Manage performance and availability of IT
services and the systems that support them

= Manage incidents, problems and changes

= Manage the resources that are used to deliver
and support IT services



Strategy Management Process

Strategic assessment
Analyse
intarnal
factors
Define
market
spaces
Kentify
strateqic
industry
factors
Analyse
external
factors

Strategy generation
Vision
Determine
perspective
Policies
Form a
position
Establish se:'.me
objectives Plans strategy
Crafta
plan s Service portfolio
+ Financial
management
i *» Service design
Actions/ requiremen
Adopt | C5Fs » Service transition
patterns of requireamerits
action * Service operation
requirements
Expansion

Strategy execution
(through the service
lifecyde)

Service
management

Align
assets with
customer

olrtcomes Continual

senvice
Optimize improvemennt
critical
sucomss
factors

Prioritize
investments

and growth Strategy measurement and evaluation



