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_earning Objectives

1. Define strategic management. .Aaas) iu¥ls oY) o e

2. Describe the strategic planning process, and SWOT analysis.

3. Explain corporate level strategy and the portfolio management approach.
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4. Describe the product life cycle.
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1. Define Strategic Management — 4sal siu) 3 _lay) iy pa

* Strategic management: involves setting the major long term company goals,
and taking all necessary decisions and actions, after considering the company’s
Internal and external environment, in a way that achieves organizational
success. (Increased revenue, profit etc.).
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e Strategic management is about setting the overall direction of the business.
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e Strategic management takes place at the fop (executive) level of the
organization.
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Think of Strategy As a Game of Chess:

* The company is a collection of units(chess
parts) each unit has a role to play.

* The top/executive level decides the final
/moves the organization should take.

 The goal of the strategy Is to win.

* What does “winning” mean?




What Does Strategic Management Involve?
o) i) BlaY) Cpaals Jila
* Generally, 1t involves strategic leaders...

1. Defining the organisational mission. .Aedaiell L ;) Cay jac

« A mission statement Is a short statement of an organization's purpose & scope
of its operations. Leblee (gUai g A4S LAl (1 e

ldentifying strengths and weaknesses. 4dalall Caziall ¢ 5 gal) Lalai paa

ldentifying threats and opportunities. A Al Slaagill g (a 8l Cay jas

Setting long term goals Ja¥! 4L sk Calaa¥) auza g

Deciding on how to distribute resources. 2, sl &) 55 44

Deciding on organizational structure. . sebiill JSell JS& 3aas

Deciding on expansion, diversification or divestment. a4l 5 & sl ca 68l a9aaT
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* When managers are involved in these activities they are “doing strategy.”



The Strategic Management Process Starts with Questions....

* When Setting the future direction of the enterprise, executive managers start by
asking and answering key questions such as...

1. What are the companies boundaries? What does it do, and what will it not do?
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2. Where Is the organization now? (e.g. where does it compete? How do we compete?

What is its current market share & market growth rate). (bl il (§ged) d2pids A La
flaiall gad Jana 9a La $438 pudl Lilian 4 La 048

3. Where does the organization want to be? fJuiuall U ; gual g La SUkalaia Jaal ) & 55 0yl



4. What changes are happening in the environment?

5. How do we execute/implement our plan?

 These are all strategic questions.



2. Describe the Strategic Management Process.

1. Executives evaluate the companies current mission, goals and plans.

2. Scan the internal and external environment (situational analysis) to determine
strengths, weaknesses, opportunities and threats. e sall/aa sl Jalas

3. Define new mission and goals based on the SWOT analysis. 4t iy
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Strategic Management Process:

4. Formulate a strategy at the corporate, business and functional levels.
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 Corporate strategy: decides “what businesses should we operate?”

* Business level strategy asks, “how does our business compete 1n our
industry for customers?”’ (how should we advertise? should we change the
product? Do we need new facilities/equipment?)

* Functional level strategy asks “how do we support business level strategy at
the departmental level?” (e.g. Finance dept. Marketing dept. Product
Development dept. etc.).



5. Implement Strategy (for example, through changes in leadership,
organizational structure, HR changes, new Information systems
etc.).



Evaluate Current:
w Mission

= Goals

m Strategies

Scan External |dentify Strategic
Environment Factors:

= National = Opportunities

= Global a [hreats
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Strategy:

= Corporate
= Business
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Environment Factors:
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Competence ® Weaknesses
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= Human resources

= [nformation and
control systems

= Synergy
= Value Creation

ExHIBIT 5.8

The Strategic Management Process



SWOT (Situational Analysis)

SWOT analysis Is a strategic planning tool.
eyt aydadall Jestio 310

It 1s the analysis of the....

Strengths

\Weaknesses

Opportunities

Threats

...that affect organizational performance at a
certain point ot time.

It can be applied to the organization as a
whole, or specific departments.




Step 1. Identify the Strengths and Weaknesses

 These are internal factors that the organization has
control over. . aSaill A 5all (Say 4idala Jal 5o

* Strengths are characteristics that give a business a
competitive edge. aad Al Slaall a3 58l dalss
Aadlis 3 e 4S A

* \Weaknesses are the limitations of the business that
negatively effect performance. (& szl Llés

« Can you give some examples of organizational
strengths and weaknesses? ‘s




Example of strengths:

* A clear “brand-identity.” /Strong “brand-recognition.”
 High quality and unique product.

« Strong marketing.

« Successful relations with customer.

 Healthy work environment.

« Successful Team work.

 Transformational leadership.




Example of Weaknesses:

CHESTN

* Product not customized according to
cultural tastes. BRAUNE
N

 Not affordable in many developing
countries.

» High employee turnover.




Step 2. Identify the Threats and Opportunities.

 These factors are externalto the organization. The business does not
have direct control over them.

 Can you give some examples of external threats and opportunities in the
business environment for Starbucks?



Example of Opportunities:

« Opportunities are elements in the environment
that a business can use to Its advantage.

« Starbucks finds opportunities for growth in
emerging markets. (via franchise model).

« Starbucks finds a new coffee bean supplier at
cheaper price.

« Starbucks looks for opportunities to collaborate
with sports and entertainment sector (e.g. as
event sponsor).




Example of Threats:

 Threats are elements 1n the environment that
can cause trouble for a business. o
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 Sudden changes in consumer taste.
 Changes in exchange rate.

* New competing businesses selling similar
product (substitute).

e Political violence.




Uses of SWOT-:

* SWOT analysis Is a way of » Know weak points so you can

understandin_g_the f:omp_an_y’s | minimize them. <=l ki G |
current condition, identifying points (L

for change and ways of moving

forward. _ ,
* Look for potential threats to avord

» By knowing strengths you can them. Leiail Hhlaal (e S

maximize them. sl hlsi el
a5 gl * Look for opportunities to take them.
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1. Define corporate-level strategies and explain the
portfolio approach.

* Corporate level strategy: ‘Is the level of strategy concerned with answering
the question “what businesses are we in?”’ (Daft, 1998, p. 251).

« Strategy which relates to the organization’s combination of its business
units.



3 lLLevels of Strategy in Organizations

Corporate-Level Strategy: What business are we in?

Corporation

Business-Level Strategy: How do we compete?
| |

Consumer Biotechnology Media
Products Unit Unit Unit

Functional-Level Strategy: How do we support the
business-level strategy?
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Finance R&D Manufacturing Marketing



Corporate Level Strategy: The Portfolio Approach

* Portfolio strategy: ‘is a type of corporate-level strategy that looks at the mix
of SBUs in a company and how they fit together in a logical way to provide
the company with a competitive advantage.’ (Daft, 1998: p. 256).

« SBU: Strategic Business Unit. .4l yiu) sas



Sony’s Portfolio: The Mix of SBUs

« Gaming (PS4)
* Digital imaging.

 Personal computers, laptops and accessories.
* Mobile communications.
* Television.

* Music (Sony Music Publishing).
* Film (Sony Pictures).

* A consistent, logical mix of SBUSs.



Portfolio Management: The BCG Matrix

« BCG matrix is a portfolio management approach. It is a way of thinking
about your business units strategically.

 Used to decide which products to /nvest inand which to divest from.
 Developed by the Boston Consulting Group.

* |t categorizes business units along two dimensions— 1) business growth rate
2) market share .



* Market growth: refers to how quickly customer demand is growing
for the product over time.

« Market share: refers to the percentage (%) of total sales, a company
controls, compared to competitors over time.



Back to Sony Example:

* We mentioned Sony’s portfolio 1s composed of many SBU’s which include
computers, television, cameras, and PlayStation.

* When Sony wants to make a strategic decision it looks at its portfolio.

* If a SBU Is high market share, and A/gh market growth- the decision is to
Invest more in development and expand this SBU.

* If a SBU Is Jow market share, and //g/ growth- there is risk, it could succeed
and grow, but it could also fail. This is called a Question Mark (?)

* If a SBU Is Jow market share and /ow market growth—Sony should stop
Investment and consider divestment.



|| SONY, ¢
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« SBU 1. PS4 console and games.

* High market share and high
market growth - decision to
Invest more in developing
product, and product distribution,
promotion etc.




« SBU 2. In 2009 Sony launched
the PSP GO.

« After a while, the product went
Into decline.

* [ owmarket share, and /ow
market growth.

* Production discontinued In
2011.




5. Describe the Product Life Cycle (PLC).

 The Product life cycle refers to the
stages of development for a
product/service.

Annual Sales Volume

» Time
[ Introduction 11 Growth [Il: Maturity ~ IV: Decline
or Stabilization



1. Introduction Stage. 3\

* Involves researching,

developing, and launching the I.l PRARQUDPFER \I l‘ ',

product into the market. N Nnobiny B




2. Growth Stage sl

« At this stage sales are increasing at
their fastest rate.




3. Maturity/Stabilization ) &)/zadll

« Sales are at their highest.

* The rate of sales growth, however, is slowing down (e.qg.
because of new competitors).



4. Decline Al

* Final stage. Sales begin to fall.

 Every product must ultimately fall
out of demand.

Monday Morning

>
>
Party Mixn >
Road Trip >
Top S Break—-Up Songs >
Workout Tunes >




Questions?



