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THE WAY OF THINKING - WHY (Reason) & WHITHER (Goal)

Within the context of the way of thinking and in terms of business strategy, it is important to emphasize the
role of the "business environment" in shaping strategic thinking and decision-making.

The external environment in which a business operates can create opportunities, which a business can
exploit, as well as threats, which could damage a business. However, to be in a position to exploit
opportunities or respond to threats, a business needs to have the right resources and capabilities in place.

An important part of business strategy is concerned with ensuring that these resources and competencies
are understood and evaluated - a process that is often known as a "Strategic Audit".

THE WAY OF WORKING - WHAT (Context) & WHENCE (Source)

The process of conducting a strategic audit can be summarized into the following stages:

1. Resource Audit

The resource audit identifies the resources available to a business. Some of these can be owned
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(e.g. plant and machinery, trademarks, retail outlets) whereas other resources can be obtained
through partnerships, joint ventures or simply supplier arrangements with other businesses.

Value Chain Analysis

Value Chain Analysis describes the activities that take place in a business and relates them to an
analysis of the competitive strength of the business. Influential work by Michael Porter suggested
that the activities of a business could be grouped under two headings:

— Primary Activities - those that are directly concerned with creating and delivering a product
(e.g. component assembly); and

— Support Activities, which whilst they are not directly involved in production, may increase
effectiveness or efficiency (e.g. human resource management). It is rare for a business to
undertake all primary and support activities.

Value Chain Analysis is one way of identifying which activities are best undertaken by a business
and which are best provided by others ("outsourced").

Core Competence Analysis

Core competencies are those capabilities that are critical to a business achieving competitive
advantage. The starting point for analysing core competencies is recognising that competition
between businesses is as much a race for competence mastery as it is for market position and
market power.

Senior management cannot focus on all activities of a business and the competencies required to
undertake them. So the goal is for management to focus attention on competencies that really affect
competitive advantage.

Performance Analysis

The resource audit, value chain analysis and core competence analysis help to define the strategic
capabilities of a business. After completing such analysis, questions that can be asked that evaluate
the overall performance of the business. These questions include:

— How have the resources deployed in the business changed over time; this is "historical
analysis"

— How do the resources and capabilities of the business compare with others in the industry -
"industry norm analysis"

— How do the resources and capabilities of the business compare with "best-in-class" - wherever
that is to be found- "benchmarking"

— How has the financial performance of the business changed over time and how does it compare
with key competitors and the industry as a whole? - "ratio analysis"

Portfolio Analysis

Portfolio Analysis analyses the overall balance of the strategic business units of a business. Most
large businesses have operations in more than one market segment, and often in different
geographical markets. Larger, diversified groups often have several divisions (each containing many
business units) operating in quite distinct industries.

An important objective of a strategic audit is to ensure that the business portfolio is strong and that
business units requiring investment and management attention are highlighted. This is important - a
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business should always consider which markets are most attractive and which business units have
the potential to achieve advantage in the most attractive markets.

Traditionally, two analytical models have been widely used to undertake portfolio analysis:
— The Boston Consulting Group Portfolio Matrix (the "Boston Box"); and
— The McKinsey/General Electric Growth Share Matrix.

6. SWOT Analysis
SWOT is an abbreviation for Strengths, Weaknesses, Opportunities and Threats. SWOT analysis is
an important tool for auditing the overall strategic position of a business and its environment.

Details around Strategic Audit needed for the Way of Modelling:

Business Level Business Area Relevant Meta Object
X | Strategic Level X | Strategy X Strategy
X | Tactical Level Organization
Operational Level Finance
Governance

Marketing & Sales

Operations & Production

Supply Chain &
Procurement

Business Innovation

Business Transformation &
Change Management

Technology

Human Resource
Management

Leadership

X = Primary (X)=Secondary A=Advanced enhancements to the model

How fits Enterprise Architecture:

While Strategic Audit can fit nearly all the enterprise layers e.g. Business, Information Systems, Technology,
the discipline is a business layer concept with the sub-layer: application. It relates to the most to the
competency layer with the focus on the organization i.e. enterprise, organizational units, areas, groups and
functions. The Strategic Audit could also be used for a specific enterprise capability, location or resource.
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COMBINATIONS to other models (artefacts)

The Strategic Audit artefact can be used in the combination of the following other concepts,
models/artefacts:

o

Vision, Mission & Goal Matrix
Requirement Matrix
Strategy Model

Integrated Planning Model
Value Model

Balanced Scorecard
Competency Canvas
Business Model

Revenue Matrix

Cost Matrix

Risk Matrix

Service Matrix

O 0O 0O O o oo oo o o

INDUSTRY FOCUS
The Strategic Audit artefact can be used across all industries.

Relevant Roles

The Strategic Audit artefact is relevant for all roles that are involved with strategy; among others these are
the following roles:

Executive Roles
0 CEO - Chief Executive Officer
0 CSO - Chief Strategy Officer
Subject Matter Expert Roles
o Strategy eXpert
0 Business Architect
0 Business Analyst

REFERENCE MATERIAL

http://www.tutor2u.net/business/strategy/Strategic_audit.htm
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GUIDELINES FOR LEADING PRACTICE SUBSCRIPTION

e SERVICES are the subscription-based access to research, advisory, Strategic Audit, assessment,
consulting and related services described herein. Service descriptions, names and levels of access
are as detailed for each product offering.

e CUSTOMIZED SERVICES. If requested, LEADing Practice will customize the services to meet client’s
special demands and may periodically update the names and the deliverables for each service.

¢ USER is the individual named in the Client Purchase Order (each a “Licensed User”) who is licensed
to use the services. Clients will have limited access to the services based on agreed upon number of
users.

e CLIENT CONFIDENTIAL INFORMATION. LEADIng Practice agrees to keep confidential any Client-
specific information communicated by client to LEADing Practice that is (a) clearly marked confidential
if provided in written form, or (b) preceded by a statement that such information is confidential, if
provided in oral form, and such statement is confirmed in writing within 15 days of its initial disclosure.

OWNERSHIP AND USE OF THE SERVICES

LEADing Practice owns and retains all rights to the services not expressly granted to client. Only the
individuals named in the Client Purchase Order (each a “Licensed User”) may access the services. Each
licensed user will be issued a unique password, which may not be shared. Client agrees to review and
comply with the following:

USAGE GUIDELINES FOR LEADING PRACTICE SERVICES

All LEADIing Practice Services, which are accessible to all licensed users via the “policies” section under
www.leadingpractice.com. Among other things, these guidelines describe how client may substitute licensed
users, excerpt from and/or share LEADing Practice content and documents within the client’s organization,
and quote or excerpt from the services externally.

Client may not redistribute copies of individual LEADing Practice content and documents, by electronic
means or otherwise, to non-users without LEADing Practice’s prior written permission. Users may not
reproduce or distribute the services externally without LEADing Practice’s prior written permission, except for
external distribution, in their entirety only, of reprints of individual documents purchased by client.

Any approved external use of the services must comply with LEADing Practice Copyright and Policy, which
may be viewed on www.leadingpractice.com. Clients cannot store services on any information storage and
retrieval system.

ACCESS TO THE SERVICES

ID’s for access to LEADIng Practice Knowledge Repository and analyst inquiry may not be shared. Access to
the services is restricted to the number of named individuals (each “user”) as identified in the Client
Purchase Order. The client acknowledges and agrees to inform all users that LEADing Practice may monitor
activity on LEADing Practice’s websites and repository, including access to, and use of, the services by
individuals. Upon request, client agrees to provide LEADing Practice with assurance from a responsible
Clients Account Manager (or other relevant evidence) of compliance with these usage terms.
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USE OF COPYRIGHTED MATERIAL

These guidelines apply to all uses of “LEADing Practice’s material” that are protected by copyright which
among other things includes all text, images, software, documentation, screenshots, websites, photographs,
video footage, etc., “LEADing Practice’s material”, in whatever media they may be used including print
media, online media, books, articles, audiovisual works, blogs, wikis, or any other format or medium.

“LEADIng Practice’s material” refers to all information and material containing standards, products, software,
website, frameworks, methods, approaches with associated descriptions, categorization, classification,
semantics relationship, ontology, meta objects, artifacts, maps, matrix and models, in whatever media they
may be used.

“LEADIing Practice’s material” is Intellectual Property (IP) of LEADing Practice ApS and protected by
copyright and limitations apply to the reuse of this IP. The Intellectual Property Rights (IPR) consists of
information, knowledge, objects, artifacts, experience, insight and/or ideas, that are structured to enable
reuse to deliver value creation and realization.

The LEADing Practice ApS intellectual property is protected by law, including, but not limited to,
internationally recognized United States and European Union IPR copyright law. Except as specifically
indicated otherwise in writing, LEADing Practice ApS is the owner of the copyright in the entire “LEADIng
Practice’s material” and LEADiIng Practice ApS reserves all rights in that regard.

Use or misuse of the IPR, the trademarks, service marks or logos is expressly prohibited and may violate
country, federal and state law. The following limited situation where use is permitted without LEADIng
Practice prior written permission.

e The LEADing Practice materials and all copies shall remain at all times the exclusive property of
LEADing Practice ApS.

e LEADIng Practice material CAN NOT BE REPRODUCED, MODIFIED, COPIED, AGGREGATED,
DISTRIBUTED, TRANSMITTED, DISPLAYED, PUBLISHED, LICENSED, TRANSFERRED OR
CREATE DERIVATIVE WORKS OR SELL ANY INFORMATION YOU AGAIN ACCESS TO
THROUGH LEADING PRACTICE.

e You must use the LEADing Practice materials without modification.

e You may not use the LEADing Practice material in any offensive manner or context, for example in a
way that is defamatory, disparaging or libelous to, or otherwise presents false or misleading
information regarding, LEADing Practice or any other party, or its or their products or services; in
conjunction with obscene or pornographic material; in a manner that suggests bias based on race,
national origin, gender, sexual orientation, or religion; or in any manner that would be illegal under
applicable law.

e You may not imply any LEADing Practice partner, sponsorship, affiliation or endorsement.

¢ You may not use the LEADing Practice material for a purpose competitive with LEADing Practice or its
products unless otherwise clearly permitted by applicable law.

e You may not use the LEADing Practice corporate logo.
o No use of other LEADing Practice trademarks is granted under this section.

Third parties wishing to use “LEADing Practice’s material” that are protected by copyright must have
LEADing Practice’s permission to do so. In some situations described below, LEADing Practice gives you
that permission so long as you comply with the requirements stated.

In others cases, you must obtain LEADing Practice’s written consent. If you don't already have a contract
with LEADIng Practice that clearly gives you such rights, please contact LEADing Practice to request such
permission.

LEADIing Practice ApS may, in appropriate circumstances of infringement of the intellectual property rights
pursue legal action. For questions, please get in touch with us.
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