Winning Markets Through Strategic Planning, Implementation and Control

Strategic Planning for successful companies happens at the following levels

[image: image1.wmf]Corporate Strategic Planning (Done at company corporate headquarters)

Division Plan (Done for each division, guided by the Corporate Plan)

Business Unit Strategic Plan (Done for each business unit)

Marketing Plan (Done for each product line and brand within business unit)


(Note: Look at Figure 3.1, pg 40)

Corporate and Division Strategic Planning:

Market-Oriented Strategic Planning: is the managerial process of developing and maintaining a viable fit among the organizations objectives, shills and resources and its changing market opportunities.

Defining Corporate Mission Statements: Good mission statements focus on a limited number of goals, which include

· Industry Scope: The industry or range of industries in which a company will operate

· Products and Applications Scope: The range of products and applications that a company will supply.

· Competence Scope: The range of technological and other core competencies that a company will master and leverage.

· Market-segment scope: The type of market or customers the company will serve.

· Vertical Scope: The number of channel levels, from raw materials to final product and distribution in which a company will participate.

· Geographical Scope: The range of regions or countries in which a company will operate.

Establishing Strategic Business Units (SBUs): A business can be defined in terms of three dimensions: customer groups, customer needs and technology. Eg. A company selling incandescent lighting systems for television studios would have television studios as its customer group; lighting as its customer need; and incandescent lighting as its technology.

Large companies normally manage many different Strategic Business Units (SBUs), each requiring its own strategy, and requiring appropriate funding (“portfolio of SBUs”). The two best-known business portfolio evaluation models are those of Boston Consulting Group (BCG) and GE.

The BCG Approach (Look at Fig 3.2, pg. 43): BCG popularized the growth-share matrix, with the Relative Market Share of the SBU (wrt. the competition) on the X axis and Market Growth Rate of the SBU on the Y axis. Based on this system, SBUs can be categorized as 

· Stars: High-growth markets, high market share

· Question Marks: High-growth markets, low market share

· Cash Cows: Low-growth markets, high market share

· Dogs: Low-growth markets, low market share

After plotting its business in the growth-share matrix, a company must decide if its portfolio is healthy and then decide on one of four strategies:

· Build: Increase market share, at the cost of short-term earnings (to turn Question Marks to Cash Cows)

· Hold: To preserve market share, esp. for strong cash cows

· Harvest: Increase short-term cash flows regardless of long-term effects (can be used with weak cash cows or question marks))

· Divest: Sell or liquidate business to use resources elsewhere (on dogs)

The GE Approach(Look at Fig 3.3, pg. 44): In addition to the growth share matrix, GE rates its SBUs in terms of market attractiveness and business strength, both of which are requires for an SBU, and the company, to be successful.

Planning New Businesses, Downsizing Older Businesses: To achieve higher sales and profits than indicated by the projections for the existing SBU portfolios, a company must adapt one of the following strategies:

· Intensive Growth: identify opportunities to achieve further growth within the company’s current business, using either market-penetration (more market share), market-development (create new markets for current products), product-development (create new products for current markets), and diversification-strategy (create new markets for new products).

· Integrative Growth: Increase sales and profits through backward integration (acquiring suppliers), forward integration (acquiring distributor) or horizontal integration (acquiring competitor)

· Diversification Growth: Three kinds of diversification

· Concentric Diversification Strategy: seek new products that have synergies with existing products, but appeal to different group of customers

· Horizontal Diversification Strategy: seek new products that appeal to current group of customers but are technologically unrelated with existing products

· Conglomerate Diversification Strategy: seek new businesses that are technologically unrelated with existing products and markets

Business Strategic Planning: Goes through eight critical steps

1. Business Mission: Each SBU needs a specific mission within the broader corporate mission

2. SWOT Analysis: Strengths Weaknesses Opportunities and Threats

· External Environment ( market opportunities and external environmental threats)

· Internal Environment ( strengths and weaknesses)

3. Goal Formulation: After the SWOT analysis, the company should formulate specific goals which should be 

· Stated quantitatively if possible

· Realistic

· Consistent

· Arranged hierarchically, to guide businesses from broad to specific objectives

4. Strategy Formulation: Strategy should define the game plan for achieving the goals described above. Again can be focus on

· Overall Cost Leadership: work to achieve lowest costs so those products can be priced lower than competitors.

· Differentiation: work on achieving superior performance in and important customer benefit area such as service or quality

· Focus: here businesses can focus on one or more narrow market segments and pursuing them

5. Program Formulation: Should work out detailed support programs based on the strategy chosen, as discussed above.

6. Implementation: A clear strategy and well thought out supporting programs must be implemented carefully in order for them to succeed

7. Feedback and Control: After implementing the strategy, the firm must track the results and monitor new developments in the internal and external environments. Depending on changes in the internal and external environments, a company must review and revise its strategy and implementation.
















