Introduction to Business Administration Lesson 7

7. Strategic Management

Management is all about achieving goals and objectives by using an organization’s
resources effectively and efficiently in a changing environment.

7.1 Management in a Global Environment

Efficiency — making the best use of available resources. In other words, using or
wasting as few resources as possible to get a job done.

Effectiveness — achieving goals as fully as possible. (Quality)
Managerial Success =

1. Low Resource use = High Efficiency
2. High Goal Achievement = High Effectiveness

7.2 Importance of Strategic Management

In order to get the best results, you must follow the process.
If you skip or forget some steps you will find yourself in a situation you did not
want to be in originally.

7.2.1 The Strategic Management Process

Planning Organizing Directing Controlling




Organizing - Organizational Structures of a business department wise.
Directing — telling people what they should be doing.

The planning process consists of:

environmental scanning
strategy formulation

strategy implementation
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strategy evaluation

1. Environmental scanning - taking your time to look at the environment
around you so you can understand, basically, what you're up against.

 Political factors - Governmental stability
» Legal factors - Product safety

* Economical factors - Inflation rate

» Sociocultural factors - Income levels

2. Strategy formulation - takes all the pieces of information it found during its
environmental scan and begins to assemble a strategy. It is ‘what we will
do.” For example “I want our business to move to Miami.”

3. Strategy implementation - This is the portion where we implement the steps
we created when we did strategy formulation. It is the step after ‘what will

we do’ In strategy it is all about 'who will do it, with what, and by when'

4. Strategy evaluation — Control section of the process



7.2.2 Types of Strategies

Strategy — Actions chosen that direct an organization to a future goal
Strategy is about identifying and making clear choices on how to compete.
Strategy asks the following questions:

* How are we going to be unique?

* How are we going to use this unique position to create a competitive
advantage?

* How are we going to sustain this competitive advantage over time?

There are three main types of plans
1. Strategic — longer term
2. Tactical — Specific activities/resources needed to implement strategic plans
3. Operational — very detailed action steps taken to implement tactical plans
and strategic plans

7.3 Identifying Competitive Advantages

Competitive advantage — provides a company an advantage over its competitors

Two main types of competitive advantage:
* Comparative advantage
* Differential advantage

Comparative advantage — also known as cost advantage, it is when a firm has the
ability to produce a good or service at a lower cost than its competitors.

Differential advantage — created when a firm’s products or services differ from its

competitors and is seen as providing new or greater value than competitors
products by customers.

7.3.1 SWOT Analysis

One way to identify a competitive advantage is by using a SWOT Analysis.
A SWOT analysis examines internal and external forces that affect the company.
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Broken into four sections
* Strengths
* Weaknesses
* Opportunities
* Threats

Helpful Harmful

Weaknesses

Internal

External

SWOT Benefits:

» Simple to do and practical to use;

* Clear to understand;

* Focuses on the key internal and external factors affecting the company;
* Helps to identify future goals;

* Initiates further analysis.

SWOT Limitations:
* No prioritization of factors;
 Factors are described too broadly;

 Factors are often opinions not facts;

You can fix the limitations by correcting them yourselves!
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