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Welcome to the course Strategic Management for Competitive Advantage. We have covered
the entire gamut of strategic management, from its basic concepts and environmental
analysis. Then we have done the strategic formulations and generating alternatives, and
selecting choices. After that, we have also covered the strategic implementation, which is of
great importance, then after that, how to monitor control and evaluate the strategies, these

four distinct phases we have covered. After that, we also covered strategic enablers.
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So, now, today, we will be discussing how to develop a strategic plan. This is a real-life how
you know whatever you have learned so far. So, how will you implement it, and how will you
use it in real life? Now, you are a strategist. You have been asked you develop a strategic
plan for your organisation; how will you start that thing? We will be discussing this in
today’s lecture. So, today’s lecture is about developing a strategic plan; | will take a real-life

case of developing a strategic plan for a major oil company, and we will talk about it.
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CONCEPTS COVERED

» Strategic Directions, Mission and Vision Statements

»  Situation Analysis

» Strategic Objectives

The concepts that will be covered in this lecture are the different phases of how you develop
a strategic plan. So, for this first session, we have divided it into three sessions. First sessions,
we will be talking about how to start with that is, strategic directions, mission, and vision
statements of the organisation because your strategic plan will flow from here; what the
strategic directions have been given to you, then you have to do the situation analysis, then

you have to develop strategic objectives.

After that, we will be coming to the next phases. So, these next phases we will be talking
about in future sessions. So, we will be starting with these three. This is the environmental

analysis and all we will be covering.
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1. Strategic Directions, Mission and Vision Statements




So, to start with, first, we will be talking about the strategic directions, mission and vision
statements. From there only your strategy flows which is the source of your data source
inputs that you will be developing your strategic plan and the directions in which your

organisation is trying to go. So, this is very important.
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Strategic Directions have set challenging targets for oil and gas production, reserves accretion for the co.
and upstream sector

Strategic Directions of the company and upstream sector
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So, for a strategic plan, what happens that strategic before strategic directions are given by
the epics body of the organisations? These epics body for a multinational maybe the
multinational headquarters, they will be deciding it for, say PSU, large PSU and all it will be
say it may come from the concerned ministry since it is an oil company it may come from the
Ministry of oil and that is also dependent on the NITI Aayog that what is the plan of the

country they will be going in.

So, that is for this company; this is an international company. It is not in India. So, strategic
directions have been given a set of challenging targets for oil and gas productions and
reserves salivation for the company that is part of the entire upstream. Upstream means

exploration and production of oil.

So, the domestic oil production the target has been given, say, achieve a sustainable crude oil
production capability is 3 million barrels per day in year 1, and by year 5, we have to increase
it to 3.5 million barrels per day and year 10 it has to be increased to 4 million barrels per day
and maintain it through up to the next 20 years with the next 10 years that is year 20. So, this
is a very challenging task for a for that country small country. So, this is the domestic oil

production capacity.



Now, domestic gas production capacity has been given from the current production capacity
of 0.2 billion cubic feet per day from year 1 to 1.2 billion cubic feet per day by year 5 to 2.6
in year 15 and 3 billion cubic feet per day in year 20 and add the reserves you have to when
you are depleting the oil and gas by producing you have to add to it, how do you add oil and

gas because it is a natural process.

So, the mandate is to give an equal amount of oil and gas reserves you must create. So, how
will you create it? There are two ways. One is the new oil and gas discovery which is a new
field that is very uncertain is very high, and another is the existing reserves. You improve the
recovery factor to recover more from there because oil and gas, when it you exploit it, you
can exploit for primary exploitation technique will be around to maximum 15 to 20 per cent

oil can do it.

Then you go for a secondary technique of production; that secondary technique means you
have to do water flooding or polymer flooding, all those techniques or the lifting with the
pumps and all. All those can give you 30 per cent and all. Nowadays, the technology in the
world is having now at most, you can get 40 to 42 per cent to rest you cannot work with the
existing technology, you cannot lift it, and if you lift it will be a huge cost. So, economically
not commercially, not maybe viable. So, the improve that technique for recovery factor give

you the reserves a creation or addition.

Now, this is for dominantly two companies. So, the organisations have one company for
domestic production. Another company have a subsidiary company, and ich is for joint
venture productions like oil field goes beyond one country to another because the boundary
of one country is on the surface. Still, the oil field is the subsurface, and in the sub-surface,
they can stage from one country to another country. So, that is the there may be many
disputes for that.

So, some countries do what they do. So, those joint failures, they develop jointly form a joint
venture and exploit it, and this company has such two big joint ventures. One is for onshore
oil exploration and production. Another is for offshore oil and gas production, and this is the
target given for the strategic directions given for them to make 350,000 barrels per day you

have to produce. This is the strategic direction given.
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Mission and Vision provide clear statements of purpose and direction for the company

Mission & Vision Statements
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So, how do you go about developing the strategy for this? So, you have to go for the mission
and vision statements that provide a clear purpose and direction of the company; that mission
and vision come from the top. So, how will you be proceeding, what is the purpose, and what
is the direction the company should go? So, the mission statements of this company say to

explore, develop and produce hydrocarbons in the country and joint ventures and all.

So, we will deliver our visions. How will we deliver? While within the country the divided
zone, the divided zone is the joint ventures zones common field and internationally, they can
also bid for foreign fields. All can go for it, but these are these internationally are minuscule
compared to their domestic production capacity and be a secular and reliable supplier of our
customers, promote the care and development of our people and deliver on our communities

to our stakeholders in a compliant, profitable, safe and environmentally responsible manner.

So, all these things you have to be whatever had been said. You have to be compliant of all
rules and regulations; you have to be in an economically profitable, safe and environmentally
responsible manner. You have to look up the HSE part of it. So, all these will be embedded in

your work pack activities. So, this has to be looked into.

Its vision statement of it says that to achieve a leading global position in upstream oil and gas
in an integrated value-driven enterprise that means you have to be a global leader of this, you
have to be in production, and this company produces so much. It is around, says, 8 per cent of
the global production and all they produce. So, how will they deliver it? These are the ways
to deliver it; the vision statement is very clear, like maximising the strategic value from oll,

realising gas potential, and growing reserves for a sustainable future.



So, all these visions come from those statements’ strategic directions, being an employee of
choice realising value from technology. So, these are the ways you deliver your vision
statement that has been categorised and very specifically mentioned. So, you have to follow
this path to grow further in the international market, growth in the domestic market and
become a reliable supplier of energy to the global communities. So, mission and vision

statements are there.
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2. Situation Analysis

So, how do you go about it? Now, the next step is you do situational analysis, which is the
foundation that is the first step, second step, and first step with the strategic directions,
mission and vision. The second step is carrying out your situation analogy, which is nothing
but what we have learned before in environmental analysis. So, what is this situational

analysis?
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In this situational analysis, | will discuss what you do to make the situation and analysis;
what you do is first the external you do an external environmental analysis. So, what are the
components of doing external environmental analysis? We have learnt it before. Those are
the first things; the external first thing is the mega environment; you study the mega
environment, then what you do, the microenvironment you all have learnt it, then you do the

relevant environment.

So, mega environment, what do you do? You study the political, economic, social,
technological, environmental, and legal. So, this is the mega environmental, that is, you do
the PESTEL analysis; you remember that you do the PESTEL analysis. Then these
microenvironments are what you do, microenvironment you do suppliers intermediated is,
then regulators. Competitors, your financial Institute’s how it is easy to get loans and the
terms and conditions. Availability of skilled manpower then the industrial relations climate

all you have studied. So, all those things you study for microenvironment.

The relevant environment is what we have talked about. Suppose you are in a cement
industry your is this microenvironment for that is the task environment that is some specific
steel industry, IT industry, banking industry, the financial industry? So, the automobile
industry has a different relevant environment, but for the say reliance ITC we have talked
about, they are in different industries, different things. So, like ITC is in the hotel industry, it
is in the tobacco industry, it is in paper and pulp, it is in consumer products. So, they have

different relevant they will go for the relevant environment.



So, external environmental analysis. Then there is competitors analysis. You have to do
competitor analysis. Then you do what, internal corporate analysis, so, internal corporate
analysis what you do, you do the RBV resource-based one is the resource-based value of the
firm the resource-based value. Then you do the value chain analysis. All you do for the

internal corporate analysis.

Then there are many other factors, say the 7 S framework, that we do the 7 S framework.
Then there are the grid approach and the sub-grid approach then, there are baits and blades,
and all those things are there. So, why do we do all these things? For the external
environmental analysis external, we do it to know the opportunities and threats in the external
environment, and for internal corporate analysis, we do it for what? To know your strengths
and weaknesses. So, that you can take the, how you take the competitive advantage and

weaknesses you want to how to overcome these all these we know.
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SWOT assessment gives clear direction for the necessary future strategic objectives and
change initiatives

Situation Analysis - SWOT Analysis
Strengths Weaknesses
+  Ageing Joint Operation assets require maintenance and
+  Rich resources in terms of cash availability and asset restoration
potential +  Increasing unit cost as a result of complex production
*  Ability to access technology through partners/TSAs techniques
«  Experienced management and technical staff «  Limited drive for growth in assets and lack of adequate
+ Swit development of new identity and relationship with exploration activity
partners since inception +  Shortage of specialized people to handle complex heavy oil
+ Relationship with partners having strong regional experience projects and offshore operations
and leading technologies +  Poor coordination and communication across different levels
+  Ineffective in transferring knowledge in state-of-the-art
technology from our partners into the Co. team

Opportunities Threats
+  Develop discovered Offshore NA Gas +  Delays on asset development (DRX) due to political issues
+  Improve reservoir management models to increase + Rapid decline in onshore production in medium and long
production term
+  Increase effectiveness of offshore and southem onshore * Ability to develop and produce Heavy oil stream on time
exploration +  Prioritization of other hydrocarbon streams than Heavy Oil
+  Improve performance by considering Co. as a profit centre * Rising capital and operating costs

+  Adopt best practices, technology and experience from «  Effective and timely implementation of Profit Centre model
partners and leverage across Upstream

So, they do a SWOT analysis; situation analysis is the SWOT analysis assessment that gives
the organisation a clear direction for the necessary future objectives and changes initiatives,
how the company should give. So, you come to know all these your strengths and weaknesses
from internal corporate analysis, then opportunities and threats from the external corporate

analysis.

For these organisations, these are the top strengths, say rich resources in terms of cash
availability and asset potential. The asset is oil and gas. The ability to access technology

through partners’ technology, that agreement service agreements and all the partners have



there is the joint venture partner is one of the leading oil companies in the world who are

technologically superior that capability.

Then experience management and technical staff, swift development of new identity and
relationships with partners. Anyway, they found out there you list your top five strengths, but
you have a list of your strengths and weaknesses. But for strategic purposes, you limit it to
the first 5 or 6 and others will be your backup. Suppose you need a future; you do that.

Similarly, weaknesses, weaknesses are ageing, or joint operation assets require maintenance
and restoration these oil fields are ageing. So, it requires huge investment for maintenance
and all because production decreases with the age of the oil field.

Similarly, the opportunities are developed discovered offshore non-associated gas, gases have
been discovered, but that field has to be developed. All those things take a huge investment
and time consumed time. Improved reserve management model to increase production. These

are the opportunities five opportunities this is enlisted.

Similarly, threats, what are the threats? Threats are delays in asset development due to
political issues because it is a joint venture, different countries, lot of political issues there.
Then rapid decline in onshore production, when the medium and long term is the ageing

field, are coming down production. Ability to develop and produce heavy oil streams on time.

So, these are some of the threats you do and based on this; you will develop your plan for all
this. So, based on this what you do, this situation analysis will help you to develop your

strategic objectives.
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3. Strategic Objectives

Strategic Objectives

Co. has eight strategic objectives, which are designed to deliver Strategic Directions. These strategic
objectives vis-a-vis key performance measures are depicted below:

g;’e‘:ﬁ"’i Objective Statements Key Performance Measures
Be a secure and reliable supplier in response to customer needs
Maximize  and, through the growth of technical capability and operating *  Production Capacity - 350
Strategic capacity, optimize the integrated value chain with a diverse MBOPD in Y5 & sustain thry
Value from Oil range of crude qualities. Y20

Optimize the production and utilization of associatedgasand  +  Non-associated Gas
Realize maximize production of non-associated gas in support of the Production Capacity - 400

energy for the State, its objectives MMCFD in Y10, increased to
and the creation of value 500 MMCFDin Y20

+ Gas Flaring - 1% in Y6
Optimize and promote a portfolio of hydrocarbon resources that
supports & sustains growth through aggressive onshore &
offshore and new and the of

reservoir practices.

+ Reserves Additions — 100%
replacement

* RRR(3-yrAvg.)

*  Percent of Identified
Development Needs Addressed
Recruit and retain talented people and provide a highly + Average Days to Fill Established
Employer  performance-oriented environment that motivates and supports Vacancy
of Choice of leadership and technical *  Attition Rate for XXX's
L + Number of XXX Employees in
Decision Making Positions

What is the strategy? So, next, we will go for the basis for the strategic objectives what will
be of your company. So, these companies then, based on these, develop strategic company
objectives. The company has identified 8 strategic objectives, which are designed to deliver

your strategic directions that are 3 million barrels per day that have to be fulfilled.

And | think that 5 billion cubic feet of gas and these strategic objectives vis a vie their key
performance measures are shown here. There are 8 strategic objectives. Out of that, these
three are the core business related, maximise strategic value from oil, realise the potential of
gas, and grow reserve for a sustainable future; these are your core businesses for attaining

strategic directions. This third one is strategic directions was there; you have to grow your



reserves 100 per cent of whatever you produce, that amount you have to grow. So, these are

the core businesses.

And what are the objective statements given here say to maximise strategic value from oil? |
will describe one, say, be a secure and reliable supplier in response to customer needs and,
through the growth of technology, capability and operating capacity, optimise integrated
value chain with a diverse range of crude qualities because you get different values for

different types of crudes and all.

So, if you can have a higher value say, higher calorific values of crude, you get more. So,
correspondingly you develop your KPMs, key performance measures, that is production
capacity. The target is 350,000 barrels of oil per day from year 5 and sustaining it through
year 20. This is a challenging task.

Similarly, gas is the statement and gas production should be 400 million cubic feet per day in
year 10 and increase to 500 million cubic feet per day in year 20 and gas flaring has to be
decreased to 1 per cent in year 6; this gas flaring means these are gases at presently, that time
it was flaring was around 60 to 70 per cent, and that is that flaring has to be reduced to 1 per
cent, 1 per cent is the technical flaring because you cannot make it completely O that is a

safety hazard. So, this has to be done.

So similarly, reserves recreation says additions have to be 100 per cent. Then the other
strategic objectives are, say these are strategic functional objectives, be an employer of

choice.
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Strategic Objectives & KPMs

Strategic

Objective Objective Statements Key Performance Measures

Pursue a value-driven approach to research, identify, develop
lize Value and deploy appropriate core and enabling technology solutions
from through and transfer
[i| Technology mechanisms

+ Number of Opportunities
Agreed to be Implemented

*  Number of Major HSSE
Achieve World Class performance and local compliance for Inoldents
Health, Security, Safety & Environment through definition,
E and to policies and standards
ToHSSE | 10\ charing of best practices, + Number of HSSE Audits
Conducted

i; Strengthen our
E +  HSSE Training Compliance

+ Adherence to Strategic

Strive for b . |A o and by " h“:e'; Projects - Schedule
Excellence jn CUllure that maximizes value and manages risk through higl + Total Operating CosV

Performance standards, clarity of accountability and efficiency of business
jul processes within a dynamic organisation

barrel
+  Risk Index

ntribute to Be a responsible corporate citizen in proactively building an + Total Local Contribution
Enterprisea  Me0rated enterprise, engaging third parties, acting as a + XXX in Workforce
e, posilive role model for XXX and visily contibuting to ocal (XXXization)
content

=)



Then you realise value from technology; these are the pursue a value-driven approach to
research, identity, develop and deploy appropriate core and enabling technology solutions
through investments and all. Now, the KPMs are several opportunities agreed to be
implemented, then there are strengthening commitment to Health Safety Environment and all.

So, these are the statements and the number of major HSSEs these are the KPMs,
corresponding KPMs you can go through, the number of HSSE audits conducted, training
conducted, and incidents that happened HSSE all. Then these three are the strategic
functional means your functional activities you improve upon it these because when you are

increasing your oil and gas production, your internal process also has to be improved.

So, through these, you improve it; these are your strategic functional objectives. And these
two are enablers; strategic enablers strive for excellence in performance; that is, strategy
strengthens a performance-driven and commercially focused culture that maximises value
and manages task risk through high standard clarity and accountability. And these are the
corresponding key performance measures. Risk index in total operating cost per barrel and
adherence to strategic projects schedule will ensure that you strive for excellence in purpose

performance.

Then the last enabler says that contributing to enterprise upstate is being a responsible
corporate citizen in proactively building an integrated enterprise, engaging third parties acting
as a positive role model for the country, and this is nothing but CSR activities your corporate
social responsibility, total contribution for CSR, then your nationalisation how many national

people are there in the workforce, so, these are the enablers, you improve it.

So, you can notice these 8 strategic objective flows from your vision statement. So, these are
you build up your strategic objectives. And these strategic objectives, you can see these
KPMs objectives have key performance measures. These KPMs are linked with your
balanced scorecard; you can learn a balanced scorecard. So, those four perspectives and all
you can link with the balanced scorecard and balanced scorecard are now linked with the

strategy map.

So, you can see from the strategic objectives that you develop your key performance
measures, and these key performance measures are linked with your balanced scorecard and
strategy map. So, there is a direct you can link your strategy map and balanced scorecards
with your strategic objectives. So, you have a strategic objective next step; what will you do?

You will be making formulating a strategic plan.
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+ Corporate strategy sets overall directions and create roadmap for achieving long term
goals and objectives of an organization. The basic steps followed to develop strategic
plan of a large enterprise have been discussed in this session.

* |t is also illustrated in this session how to conduct situational analysis including
external environmental analysis to find out the opportunities and threats, and internal
corporate analysis to know the strengths and weaknesses of an organization.

+ Based on these, the long term strategic objectives have been developed, which is the
basis for formulation of strategic plan of a major-oil and gas company under reference.

So, before that, we will conclude this session. With this what we have learned, we learned
that corporate strategy sets overall directions and create a roadmap for achieving the long-
term goals and objectives of an organisation. The basic steps followed to develop a strategic

plan of a large enterprise have been discussed in these sessions.

Then, it is also illustrated in this session how to conduct a situation analysis, including
external environmental analysis to find out the opportunities and threats and internal
corporate analysis to know the strengths and weakness of the organisation. Then, based on
this, the long-term strategic objectives have been developed, which is the basis for

formulating the strategic plan of a major oil and gas company under reference.

So, in the next session, we will be discussing the formulation of a strategic plan which is

brought from the long-term strategic objectives of the organisation.
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1. Crafting and Executing Strategy — The Quest for Competitive Advantage,
Concepts and Cases, Thomson & Strickland, McGraw-Hill Education.

2. Strategic Management - Planning for Domestic and Global Competition, John
Pearce, R.Robinson and Amita Mital, McGraw-Hill Education, 14 edition.

3. Strategic Management - Text and Cases, Dess, McNamara and Eisener
McGraw-Hill Education, 8" edition.

4. Contemporary Strategy Analysis - Text and Cases, Robert M. Grant, 10th ed,
John Wiley & Sons Inc.

5. Exploring Strategy — Text and Cases, Gerry Johnson, Richard Whittington,

Kevan Scholes, Duncan Angwin, and Patrick Regner, Pearson, 10th edition.

So, these are some of the references. These books we have already gone through these in your
earlier modules and all. These books are good books you should refer. And in the next

session, we will discuss formulating a strategy. Thank you very much for attending.



