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Worksheets for the Stra
Dynamics method - Intr ion

This booklet provides worksheets and guidance notes for applying egy Dynamics method to
practical challenges facing businesses and non-profit organisations. T orksheets are intended for
use in conjunction with the more detailed explanation pMe e-book 'Competitive Strategy
Dynamics' and in a series of related articles available akkwww.strategydynamics.com. Users are
reminded that, like any business analysis technique,thi thod is only as valuable as the quality of

information and thinking that are put into it @e o@e ts offer guidance for seeking answers, not
the answers themselves.

IANIIN
A sample of the following is provided in this evaluation document
N\

The Workbook is organised as foIIow/sQ

Worksheets and notes Eac
()

Worked examp e(/ }W@core worksheets are completed for the case of a low-cost
and noteAsf\ internet savings bank, to illustrate how the process is applied.

Wyis/shown, with notes and tips on the facing page.
heets, together with 'Competitive Strategy Dynamics' and the
'M software assist in applying the Strategy Dynamics approach.

lllustr %e ic A series of examples are described, to show the result of applying
architectuire the worksheets to a range of common industry cases.

Worksheet master-set | Blank originals of the worksheets are provided.

for copying Note that regular copyright conditions apply

— unlimited copies may be made for personal use,

— permission for copies of the master sheets, for use by
colleagues or others, may be purchased by email
request from sales@strategydynamics.com.

— additional copies of this entire workbook for supply
to others may also be purchased by email request to
the same address.

Worked example [Low-cost bank case - see above].
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Strategy Dynamics

Worksheets for the strategic architecture

These worksheets should be used in conjunction with
documentation explaining the Strategy Dynamics method.

Kim Warren

© Copyright, 2000. Kim Warren. All rights reserved.

is described in a variety of documents availé;\yl fro bal Strategy Dynamics Ltd
(www.strategydynamics.com).

These worksheets allow you to map the architect aenges you face. This process

e ‘The Dynamics of Strategy
core frameworks that const

ecu mmary’ (free) e-document explains briefly the
Strategy Dynamics method.

e ‘The Dynamics of Stra éu, ocument provides further explanation of the core Strategy
ag

processes of ¢ ition for customers and other contested resources.

raje; m arket reputation and capabilities affect business performance and connect

nprehensive explanation of the foundations, structure and application of core
frameworks of the Strategy Dynamics method

Mapping the strategic architecture of dynamic challenges in business and policy is complex and
demanding, and must be carried out carefully and accurately.
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Worksheets listing ...

Stage 1 - Identify the time-path
of the key strategic challenge

Stage 2 - Identify the strategic
resources relevant to the issue

Stage 3 - Immediate explanation
for the performance path

Stage 4 - How flows are
changing resource-levels

Stage 5 - Drivers of changing
flows affecting resource-levels

... defining the strategic ‘issue’ (problem or opportunity) as a change
through time of some critical performance measure.

... specifying the strategic resources necessary for competitive
advantage, and their measurement.

... identifying the elements needed to calculate the performance item
of concern (This stage may not be needed in all cases — see notes).

... focusing on the central strategic resources and how their dynamic
behaviour results from the net effect of their accumulation and depletio

... identifying the factors driving the rates of increase and decrea

for key resource-stocks. m

Stage 6 - The heart of the
strategic architecture

Stage 7 - Specify key
resource attributes

Stage 8 - Add indirect resources

© Copyright, 2000. Kim Warren. All rights reserved.

... building the central core of the resource-system aro ?:1 @
tangible resource(s).

... defining important qualities of the tangible res| ut e stna{;@]ic
architecture that impact on performance and’'need to-be naged.

... adding feelings and perceptions of\key participants, whose
behaviour is an important influence \in the strategjc outcomes.

The worksheets simplify the process of de V|!! ping

r strategic architecture as much as
ach stage requires substantial thought

worksheets are designed to enforce this clarity of focus. It is easy, for example,
oduce a ‘shopping list’ of 20-30 strategic resources, particularly if proper definitions
't exist. Time spent cutting such lists back to the key issues is rarely wasted.

CONTINUED on next Notes page ...
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... worksheets listing continued

Stage 9 - Add rivalry ... Where rivalry for scarce resources is involved, adding the
framework for how those items move between competitors.

Stage 10 - Identify key ... identifying where managerial decisions and policies are controlling
managerial controls critical flows of resource.

The remaining stages require no further worksheets, as they are carried out on information already
gathered in earlier stages. It will also be necessary in most cases to build a more extensive picture
in Stage 11 than is possible to portray on a single slide.

Stage 11 — Re-present the ... laying out the strategic architecture with resource attributes,
strategic architecture indirect items, rivalry and managerial controls.

(no worksheet)

Stage 12 - Summarising key ... identifying timed, quantified actions to alter the dynami io r
actions (no worksheet) of the strategic issue in your own favour.

Stage 13 - Confirm improved ... checking that the timed actions work togethet t6 improve t
dynamic behaviour system’s behaviour to the degree and ti expe

(no worksheet)

© Copyright, 2000. Kim Warren. All rights reserved.

more effort than the worksheet implies, or find that other items are relatively unhelpful to
r specific issue.
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Stage 1 - Identify the time-path of the key
strategic challenge of concern

Key performance indicator ... Further performance indicator ...

Scale | Scale |

today Time period today

© Copyright, 2000. Kim Warren. All rights reserved.

Identify the strategic item, its scale today, in\the_past, and its expected path
into the future.

When sketching out the future, i cluding both a ‘preferred’ outcome
(what will happen if you do we

urn on sales, market share) — use the substantive measure instead
s, Sales revenue, sales volume, customers).

e to include a precise and agreed scale to measure the indicator
(@mnlions, staff numbers).

It may help to use a 'further performance indicator' to support the 'key performance indicator
— e.g. earnings in decline and falling customer numbers.

Move or extend the vertical scale downwards if you need negative values.

The remaining worksheets lead you through the process of building up a picture of your
strategic architecture. The full set can be purchased from www.strategydynamics.com.
Teachers can also purchase copy permissions at reasonable cost. Please emalil
sales@strategydynamics.com for a no obligation quote for your class.

Continue reading to see what else is included in the full document
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Dynamics of Strategy

Worksheets for the strategic architecture
... example for a low-cost Savings Bank

y

You have recently been appointed General Managgr of.g ow-cost savings bank, launched 12
trest rates on simple products and offering

e;-although the bank has won savers at a very

rapid rate, it has not been able to turn thi e Of business into profits, and the bank’s owners

On examining the bank’s situatio iscover that its problems lie deeper than a simple inability to
be profitable.

have caused high rates of resignations.

The follo slides tell the story of your diagnosis of this problem and your plans to turn it around
in the next 12 months.

2

© Copyright, 2000. Kim Warren. All rights reserved.



Stage 1 - Identify the time-path of the key
strategic challenge of concern

Kim Warren
Profit £m Savers '000

today
+1
0 } /\' 600 [
L I S eet & AISIISTIR S A 400 [=-oeee e A
2 =N\ e N 200 [

todlay
3
12 24 12
Months Months

for most of its 1-year life.

However, the number of saver
that this growth may be slowing

If this goes well, you

some further commitn
refresh the bé niIi y to grow profits beyond the 2™ year.

This is stage 1 - the worksheets guide you through the process of building
up the architecture - see next page for the process at stage 6
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Stage 6 - Heart of the strategic architecture:
checking that the plan hangs together

o
Interest rate™) ‘
vs rivals {

Kim Warren
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>
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From this point, you are
strategic develop

t extending the range of products offered, with a view both to winning
siness from existing savers and also attracting new customers.

policy to adopt regarding the balance between growth in customer numbers vs.
in customer gquality, both by trying to attract larger deposits from existing savers
and by targeting more prosperous savers in future.

We hope you find these worksheets of interest, to purchase a personal copy for £25.00
(about US$40) visit our website - www.strategydynamics.com.
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strategydynamics

@@

[llustrative str architectures

Using the Strategy Dynamics method commonly results in strategic architectures that are
widespread amongst businesse pes. This section provides examples of some common

should NOT be taken as being applicable to any real case
without careful review."Th egic resources in any specific situation will likely include additional
elements, togeth additional inter-relationships between them.

A~ O

There are 7 strategic architectures shown in the full copy - we have left the titles in so you can see
what they are. The retail banking example at the end is complete.

© Copyright, 2000. Kim Warren. All rights reserved.
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Numbers of accounts, and size
of deposits have traditionally been key

@@\) ot

Accounts L L
New i (3 \}chount

Accounts

%:@

Total
withdrawals

Total value
of deposits [ [

Net deposits



Interest-rate choices - immediate margin gain vs.
continuing loss of accounts and deposits

w Kim Warren

New N Account

Accounts i closures
:%: @ E:@

L

Management i c:@

decisions and i

their impact I _ Jotal

. withdrawals
N Total value
of deposits Interest |---wereeeeeen-

income [
A |




Falling use of branches led to rationalisation,
but this causes further loss of accounts and depos{t\s

New

branches
Management
decisions and
their impact /
\ /
\ //
->» /I

accounts

otal new
deposits

?

Branches

Q

Total account
closures <--__

Total value
of deposits

Total
withdrawals

\
\

\ /
7/
! e

v
Relative
interest rate

Kim Warren

... but what portion
of account losses are
due to closures vs.
interest-rate and
other factors?




Whether in branches or service centres,
staff numbers and skills are key

@\) Kim Warren
@@

................... Service staff

:@: C Management
: i decisions and
Training - - - - _ " '« / i their impact
— : ‘ _ - -’ i
Increase _ @ SKilTost ... but how t_o balance
in skills numbers, skills and

___________________ cost vs. transaction
R volumes to sustain
service quality?




Integrating key resources in retail banking
shows where management choices intervene

Kim Warren

R

Branches
New ] Bran
branches i close
[ L1 RN N e Pay* N
" Accounts P :'.::@::_::::/_\ervice staff
New 7 Account osts{ . . . — A\
Accounts i closures < SNUIN > Hiring i Attrition
vy \ . \ \ .
’_%_>- Training --------__ p / B 4
' S - - .
i __>|Total new B t Incrﬁa"se - Skill lost
s withdrawals in skills -
' Staff skills
Interest |
rate Operating [-----=-==mommeee

offered

Interest __» profit
. income

Service
quality

... plus (e.g.) new-
product development
and sales, new
channels, lending
products ....

Transaction
volume




Issues in retail banking

w Kim Warren
e Maintaining profitability when well-informed customers move @:u S

to other institutions. @
e Replacing interest-margin income with product sales.

e Developing sales-orientation in branches.

e Pace at which to rationalise the branch net

014,
e Migrating staff from branch-based servi @: rvice centres.

<

- Building and sustaining service qu%

N\

We hope you find these worksheets of interest, to purchase a personal copy for £25.00
(about US$40) visit our website - www.strategydynamics.com.
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