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Business 020 - 
General Management Overview

Strategy Model

( involves determining what the firm:

· needs to do given the competitive environment

· can do given its organization, resources & capabilities 

· (management) wants to do, given management preferences
Fig 1. 
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1. Management Preferences: Assessing What You Want to Do
2. Industry / External Analysis – Assessing What You Need To Do 
Involves analyzing the industry in which a firm operates to answer three key questions: 

1. What are the key threats and opportunities? 

2. What are the key success factors (KSFs) in the industry? 

3. Is the industry attractive for future investment? 

Threats / Opportunities? Implications? 
Key Success Factors? (KSFs) – aspects of the industry analysis that surface as the most important and critical elements that affect the company performance. Industry attractiveness, as will be described later, relates to the overall profitability of the industry. 

PEST Analysis – political, economic, social, and technological ( implications? 
Fig. 2 
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Micro Forces 

	Supply
	Competition
	Demand


Customer Demand 
-review Ch. 5 
· Consumer analysis provides critical info for the marketing strategy with respect to product features, pricing, distribution and advertising 
· Can also be used to inform the overall strategy, determine industry attractiveness, and assess threats and opportunities 

· Industries w/ high growth, strong demand and few substitute products are best 

· Helps identify KSFs (quality, speed of delivery, price and sales and support services) 

The Competition 

· Analysis of current competition’s existing and potential strengths and weaknesses to point out threats and opportunities 
· Examples: gap or niche product in marketplace, competitive trends in pricing, marketing, tech, number/sophistication of competitors, a backup plan to differentiate the product or services from competitors, producing a standardized product at low cost for price-sensitive consumers may give company a competitive advantage, or the company’s marketing plan may need to be modified as a result of additional information gained from analysis of the competition

Trade Chain (Suppliers) 
-review on ch. 5
· Management needs to assess how PEST factors will influence supply of products or services to identify any risks or opportunities
· The whole supply chain can be altered as companies find new ways to get product to market and the impact of changes can be significant. 


Industry Attractiveness, Threats and Opportunities, and KSFs

· Assessing industry attractiveness is important because the profitability of many businesses depends on more on the industry than on the firm’s competitive position within the industry (i.e. some industries generate higher revenues and are attractive for further or future investment)
· Assessment of threats and opportunities help to focus the industry analysis on the critical areas, while the assessment of KSFs provides a point of comparison for subsequent analysis that will address the firm’s resources and capabilities to deliver on the KSFs
· Requires examination of the full business system from supplier to customer to understand the dynamics of the industry 
· Industry analysis depends on: power of suppliers, power of buyers or consumers, whether there are other products or services that can act as substitutes, the degree of competitive rivalry in the industry, and whether new competitors can enter

· This assessment draws together all of the elements of the industry analysis to highlight the most important points
· KSFs define what it is that a company needs to do to be successful in the future; in contrast, threats and opportunities focus on key elements that will affect the company either negatively or positively

3. Company/Internal Analysis – Assessing What You Can Do 
· Management must assess the various activities of the firm and evaluate the strengths and weaknesses of each functional area; this will address how well the firm has performed in the past, assess how well competitors are performing, and estimate potential performance in the light of the film’s resources, capabilities and objectives. Determining why performance in each area was good and why it was not better is important to future / continued success (i.e. unsatisfactory performance as a result of? Result of incorrect strategy, poor execution or a mixture of both?). 
· Finance – key analysis of past and projected performance and sources and types of additional funds. This analysis will point to the company’s financial flexibility and feasibility of implementing a new or existing strategic plan. Two points of focus: ratio analysis to reveal the overall financial health of the organization and provides assessment of the financial strengths and weakness; secondly, proj. income statements are used to assess the financial attractiveness of various strategic alternatives 
· Marketing – understanding and predicting response of consumers and competitors to change in a company’s product offering; companies must be able to fluidly react to their competition’s offerings through variations of product, improved product quality and sourcing of lower manufacturing costs resulting in SP advantages. Accelerated competitive reactions can effectively shorten the life cycle of products or eliminate a product’s life; sustainability of the company’s products or services in the marketplace is more tenuous than ever. 
· Operation / Production – processes a company uses to produce goods and services and the techniques to improve its production efficiency and effectiveness is key. I.e., how will a new strategy affect current capacity levels? What process changes are required? Should the company switch from a continuous flow to a job shop? Improvements such as value added by research and development will affect the product’s quality, the quantity produced, the cost of production, the design, and the delivery of the goods to the consumer. 
· Human Resources – keys: ways to understand individuals, groups, and organizations in order to accomplish tasks through the efforts of other people and ways to anticipate employee reaction. 
· Management needs to provide an overall assessment of company capabilities to determine what “can” be done. It is important to determine how well the resources and capabilities of the organization can transfer and be applied to support strategic options. If there are gaps between what needs to be done and what a company can do, it is necessary to assess whether the gap can be closed 
Summary of Strategic Decision Making: 

1. What does the firm WANT to do? 

· The firm and/or management’s preference

· Goals and objectives (personal and professional) 

2. What does the firm NEED to do? 

·  The external environment (Consumers, Competition, PEST, trade) 

·  Threats and opportunities

·  Key Success Factors (KSFs) 

3. What CAN the firm do? 

·  The firm’s internal abilities

·  Strengths and Weaknesses

·   Competitive Advantage

4. Evaluate the Alternatives (pros & cons) 

5. Value the firm (if there is an option to sell) 

6. Make a DECISION and ACTION PLAN 
Strategic Choices – 
Choice of Products and Markets

Vertical and Horizontal Integration

Mergers and Acquisitions 
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