FUNCTIONAL STRATEGIES

Functional strategies are relatively short-term activities that each functional 
area within a company will carry out to implement the broader, longer-term 
corporate level and business level strategies. Each functional area has a number 

of strategy choices that interact with and must be consistent with the overall 
company strategies.
Three basic characteristics distinguish functional strategies from corporate 
level and business level strategies: 

·         Shorter time horizon, 
·         Greater specificity 
·         Primary involvement of operating managers

A few examples follow of functional strategy topics for the major functional 
areas of marketing, finance, production/operations, research and development, 
and human resources management. Each area needs to deal with sourcing strategy, 
i.e., what should be done in-house and what should be outsourced?
Marketing strategy deals with product/service choices and features, pricing 
strategy, markets to be targeted, distribution, and promotion considerations. 
Financial strategies include decisions about capital acquisition, capital 
allocation, dividend policy, and investment and working capital management. The 
production or operations functional strategies address choices about how and 
where the products or services will be manufactured or delivered, technology to 
be used, management of resources, plus purchasing and relationships with 
suppliers. For firms in high-tech industries, R&D strategy may be so central 
that many of the decisions will be made at the business or even corporate level, 

for example the role of technology in the company's competitive strategy, 
including choices between being a technology leader or follower. However, there 
will remain more specific decisions that are part of R&D functional strategy, 
such as the relative emphasis between product and process R&D, how new 
technology will be obtained (internal development vs. external through 
purchasing, acquisition, licensing, alliances, etc.), and degree of 
centralization for R&D activities. Human resources functional strategy includes 
many topics, typically recommended by the human resources department, but many 
requiring top management approval. Examples are job categories and descriptions; 

pay and benefits; recruiting, selection, and orientation; career development and 

training; evaluation and incentive systems; policies and discipline; and 
management/executive selection processes.

Examples of Functional Strategies

Below are some of the more important functional strategies. It is important that 

functional strategies be supportive of the overall business strategy and 
consistent between themselves.

Price:
   What is included in the initial price?
   Price level
   Discounts
   Terms

Product
   Quality
   Features and options
   Styling
   Brand name
   Product line and related products
   Warranties and guarantees
   Service and after-sale items

Promotion
   Advertising
   Personal selling
   Promotion
   Publicity

Place
   Distribution channels
   Distribution coverage
   Inventory levels and locations
   Transportation methods

