BA133 STRATEGY FIRST 

STUDY GUIDE I
1. What is a business (firm, company, enterprise)?
A business is any activity that seeks to provide goods and services to others while operating at a profit. More specifically, “a legally recognized organization providing goods or services to consumers for a profit.”  A profit, then, is a gain in business activity for the benefit of the owners of the business.   (Recall the slide displaying the relationship among Price, Cost, and Value.)
There are four general types of businesses:  
Sole Proprietorship -- Business owned by a one person, who has personal liability for all debt

Partnership -- Two or more owners, usually each with personal liability for debt (i.e., general, limited, 'limited liability')
Corporation – either limited or unlimited liability with separate legal personality, owned by multiple shareholders (stock)

Cooperative – Limited liability (members, not shareholders, make decisions [consumer or worker coops] )
Owners of a business have a primary goal (among others) of generating a profit at acceptable risk

Note distinction between for-profit vs. non-profit, government vs. 'NGOs'
2. What is an anomaly?

An anomaly is any occurrence or object that is strange, unusual, or unique. It can also mean a discrepancy or deviation from an established rule.

Anomalistics is the study of scientific anomalies. In computer science, anomaly detection refers to the process of detecting anomalies from the relevant data.

deviation from the common rule : irregularity 3 : something anomalous : something different, abnormal, peculiar, or not easily classified
Anomaly > Opportunity > Strategy > Execution  (with continuous feedback)

TAKE-AWAY FROM HOTSHOTS EXERCISE:  Business loans, Risk, Allocation of Resources, Marketing, Understanding of customer trends, Influence of news, What to offer, Concept of uniqueness
3. What is a strategy?

A strategy is a long term plan of action designed to achieve a particular goal. Strategy is differentiated from tactics, or immediate actions, with resources at hand by its nature of being extensively premeditated, and often practically rehearsed.
A strategy is a long term plan of action designed to achieve a particular goal.

Strategy may also refer to:
In business:

· Business strategy, the art and science of enabling an organization to achieve its objective 

· Marketing strategy, a process that allows an organization to increase sales and achieve a competitive advantage 

· Technology strategy, a document that explains how information technology should be used as part of a business strategy 

· Digital strategy, the process of specifying an organization's processes to deploy online assets 

· Trading strategy, a predefined set of rules to apply in finance 

Strategic management is the art, science and craft of formulating, implementing and evaluating cross-functional decisions that will enable an organization to achieve its long-term objectives[1]. It is the process of specifying the organization's mission, vision and objectives, developing policies and plans, often in terms of projects and programs, which are designed to achieve these objectives, and then allocating resources to implement the policies and plans, projects and programs. Strategic management seeks to coordinate and integrate the activities of the various functional areas of a business in order to achieve long-term organizational objectives. A balanced scorecard is often used to evaluate the overall performance of the business and its progress towards objectives.

Strategic management is the highest level of managerial activity. Strategies are typically planned, crafted or guided by the Chief Executive Officer, approved or authorized by the Board of directors, and then implemented under the supervision of the organization's top management team or senior executives. Strategic management provides overall direction to the enterprise and is closely related to the field of Organization Studies. In the field of business administration it is useful to talk about "strategic alignment" between the organization and its environment or "strategic consistency". According to Arieu (2007), "there is strategic consistency when the actions of an organization are consistent with the expectations of management, and these in turn are with the market and the context."

“Strategic management is an ongoing process that evaluates and controls the business and the industries in which the company is involved; assesses its competitors and sets goals and strategies to meet all existing and potential competitors; and then reassesses each strategy annually or quarterly [i.e. regularly] to determine how it has been implemented and whether it has succeeded or needs replacement by a new strategy to meet changed circumstances, new technology, new competitors, a new economic environment., or a new social, financial, or political environment.” (Lamb, 1984:ix)[2]
4. What is a SWOT analysis?
A planning tool used to analyze an organization’s strengths, weaknesses, opportunities, and threats.

SWOT Analysis is a strategic planning method used to evaluate the Strengths, Weaknesses, Opportunities, and Threats involved in a project or in a business venture. It involves specifying the objective of the business venture or project and identifying the internal and external factors that are favourable and unfavourable to achieving that objective.
5. How do businesses use a SWOT analysis?

Strategic and Creative Use of SWOT Analysis
Strategic Use: Orienting SWOTs to An Objective






Illustrative diagram of SWOT analysis

If a SWOT analysis does not start with defining a desired end state or objective, it runs the risk of being useless. A SWOT analysis may be incorporated into the strategic planning model. An example of a strategic planning technique that incorporates an objective-driven SWOT analysis is SCAN analysis. Strategic Planning, including SWOT and SCAN analysis, has been the subject of much research.

· Strengths: attributes of the organization that are helpful to achieving the objective. 

· Weaknesses: attributes of the organization that are harmful to achieving the objective. 

· Opportunities: external conditions that are helpful to achieving the objective. 

· Threats: external conditions which could do damage to the business's performance. 

Identification of SWOTs is essential because subsequent steps in the process of planning for achievement of the selected objective may be derived from the SWOTs.

First, the decision makers have to determine whether the objective is attainable, given the SWOTs. If the objective is NOT attainable a different objective must be selected and the process repeated.

The SWOT analysis is often used in academia to highlight and identify strengths, weaknesses, opportunities and threats. It is particularly helpful in identifying areas for development.

Creative Use of SWOTs: Generating Strategies
If, on the other hand, the objective seems attainable, the SWOTs are used as inputs to the creative generation of possible strategies, by asking and answering each of the following four questions, many times:

· How can we Use and Capitalize on each Strength? 

· How can we Improve each Weakness? 

· How can we Exploit and Benefit from each Opportunity? 

· How can we Mitigate each Threat? 

Ideally a cross-functional team or a task force that represents a broad range of perspectives should carry out the SWOT analysis. For example, a SWOT team may include an accountant, a salesperson, an executive manager, an engineer, and an ombudsman.

Matching and converting
Another way of utilizing SWOT is matching and converting.

Matching is used to find competitive advantages by matching the strengths to opportunities.

Converting is to apply conversion strategies to convert threats or weaknesses into strengths or opportunities. [1]
An example of conversion strategy is to find new markets.

If the threats or weaknesses cannot be converted a company should try to minimize or avoid them.[2]
Evidence on the Use of SWOT
SWOT analysis may limit the strategies considered in the evaluation. "In addition, people who use SWOT might conclude that they have done an adequate job of planning and ignore such sensible things as defining the firm's objectives or calculating ROI for alternate strategies." [3] Findings from Menon et al. (1999) [4] and Hill and Westbrook (1997) [5] have shown that SWOT may harm performance. As an alternative to SWOT, J. Scott Armstrong describes a 5-step approach alternative that leads to better corporate performance.[6]
These criticisms are addressed to an old version of SWOT analysis that precedes the SWOT analysis described above under the heading "Strategic and Creative Use of SWOT Analysis." This old version did not require that SWOTs be derived from an agreed upon objective. Examples of SWOT analyses that do not state an objective are provided below under "Human Resources" and "Marketing."

Internal and external factors
The aim of any SWOT analysis is to identify the key internal and external factors that are important to achieving the objective. These come from within the company's unique value chain. SWOT analysis groups key pieces of information into two main categories:

· Internal factors – The strengths and weaknesses internal to the organization. - Use a PRIMO-F analysis to help identify factors 

· External factors – The opportunities and threats presented by the external environment to the organization. - Use a PEST or PESTLE analysis to help identify factors 

The internal factors may be viewed as strengths or weaknesses depending upon their impact on the organization's objectives. What may represent strengths with respect to one objective may be weaknesses for another objective. The factors may include all of the 4P's; as well as personnel, finance, manufacturing capabilities, and so on. The external factors may include macroeconomic matters, technological change, legislation, and socio-cultural changes, as well as changes in the marketplace or competitive position. The results are often presented in the form of a matrix.

SWOT analysis is just one method of categorization and has its own weaknesses. For example, it may tend to persuade companies to compile lists rather than think about what is actually important in achieving objectives. It also presents the resulting lists uncritically and without clear prioritization so that, for example, weak opportunities may appear to balance strong threats.

It is prudent not to eliminate too quickly any candidate SWOT entry. The importance of individual SWOTs will be revealed by the value of the strategies it generates. A SWOT item that produces valuable strategies is important. A SWOT item that generates no strategies is not important.

Use of SWOT Analysis
The usefulness of SWOT analysis is not limited to profit-seeking organizations. SWOT analysis may be used in any decision-making situation when a desired end-state (objective) has been defined. Examples include: non-profit organizations, governmental units, and individuals. SWOT analysis may also be used in pre-crisis planning and preventive crisis management.

SWOT-landscape analysis






The SWOT-landscape grabs different managerial situations by visualizing and foreseeing the dynamic performance of comparable objects according to findings by Brendan Kitts, Leif Edvinsson and Tord Beding (2000).[7]
Changes in relative performance are continuously identified. Projects (or other units of measurements) that could be potential risk or opportunity objects are highlighted.

SWOT-landscape also indicates which underlying strength/weakness factors that have had or likely will have highest influence in the context of value in use (for ex. capital value fluctuations).

Corporate planning
As part of the development of strategies and plans to enable the organization to achieve its objectives, then that organization will use a systematic/rigorous process known as corporate planning. SWOT alongside PEST/PESTLE can be used as a basis for the analysis of business and environmental factors.[8]
· Set objectives – defining what the organization is going to do 

· Environmental scanning 

· Internal appraisals of the organization's SWOT, this needs to include an assessment of the present situation as well as a portfolio of products/services and an analysis of the product/service life cycle 

· Analysis of existing strategies, this should determine relevance from the results of an internal/external appraisal. This may include gap analysis which will look at environmental factors 

· Strategic Issues defined – key factors in the development of a corporate plan which needs to be addressed by the organization 

· Develop new/revised strategies – revised analysis of strategic issues may mean the objectives need to change 

· Establish critical success factors – the achievement of objectives and strategy implementation 

· Preparation of operational, resource, projects plans for strategy implementation 

· Monitoring results – mapping against plans, taking corrective action which may mean amending objectives/strategies.[9] 

Marketing
Main article: Marketing management
In many competitor analyses, marketers build detailed profiles of each competitor in the market, focusing especially on their relative competitive strengths and weaknesses using SWOT analysis. Marketing managers will examine each competitor's cost structure, sources of profits, resources and competencies, competitive positioning and product differentiation, degree of vertical integration, historical responses to industry developments, and other factors.

Marketing management often finds it necessary to invest in research to collect the data required to perform accurate marketing analysis. Accordingly, management often conducts market research (alternately marketing research) to obtain this information. Marketers employ a variety of techniques to conduct market research, but some of the more common include:

· Qualitative marketing research, such as focus groups 

· Quantitative marketing research, such as statistical surveys 

· Experimental techniques such as test markets 

· Observational techniques such as ethnographic (on-site) observation 

· Marketing managers may also design and oversee various environmental scanning and competitive intelligence processes to help identify trends and inform the company's marketing analysis. 

Using SWOT to analyse the market position of a small management consultancy with specialism in HRM.[10]
	Strengths
	Weaknesses
	Opportunities
	Threats

	Reputation in marketplace
	Shortage of consultants at operating level rather than partner level
	Well established position with a well defined market niche.
	Large consultancies operating at a minor level

	Expertise at partner level in HRM consultancy
	Unable to deal with multi-disciplinary assignments because of size or lack of ability
	Identified market for consultancy in areas other than HRM
	Other small consultancies looking to invade the marketplace

	Track record – successful assignments
	
	
	


strength- market related , finance related , operational related , research and development related, hr related

market related- product quality, packaging , advertisement, service, distribution channel finance related- optimum debt/equity ratio, number of share holders, inventory size , optimum use of the financial resources, low cost of borrowings proper investment of the financial products

operational related- low cost , higher productivity , excellent quality , modernized technology,
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