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About Expand Your Business (EYB) 
EYB stands for Expand Your Business. It is an integrated business training and support programme for small to medium 
scale enterprises that have growth potential and capacity to create more and better jobs. 

The vision of the EYE Programme is to assist growth oriented enterprises that have growth potential to develop effective 
strategies to exploit the growth potential of their enterprises. They are also assisted to strengthen their business functional 
areas in marketing, human resources and finance. 

The EYE Programme is targeted towards Growth Oriented Enterprises (GOEs) that have a growth potential, employ between 
6 to 100 employees, have basic management systems and have been in operation for at least one year. The EYE 
Programme is designed to enhance the knowledge and skills of Owners, Executive Directors, General Managers and 
functional managers in  marketing, human resources and finance. The programme is designed to assist the GOES to 
anticipate, plan and successfully manage the growth of their enterprises. 

The EYB is an integrated programme, which involves classroom training, facilitation of business and financial linkages, 
individual counselling sessions and facilitation of Business Support Groups. The individual counseling sessions assist GOES 
to complete their Business Growth Plans. The Business Support Groups provide an opportunity for GOEs to meet and 
discuss common problems, challenges and solutions, network and receive expert advice from invited resource specialists in 
identified areas. 

Acknowledgements 
This Module has been adapted from the ILO EYE Strategic Management Manual (ISBN 92-2-114161-6) developed by the 
ILO-SIYBIEYB Regional Project Office, Expand Your Busienss in Harare, Zimbabwe. 

The ILO is thankful to the following organizations and individuals for their valued contribution in the development of this 
publication: 

Revision and approval: Roy Matenga, Enterprise Development Expert-Expand Your Business Manager -1LO Regional 
Project Office, Harare, Zimbabwe. 
Design and layout: Samih Jaber 
Editing: Ahmad Mustafa Abdalla and Edwina Anne lssa 
Review: Victor Kashkoush 

Provisional Version Copyright O lnternational Labour Organization 2004 

Published by JABA -Jordan American Business Association under lisence from the ILO 
First published 2004 

This publication may not be distributed or sold outside Jordan without prior permission of the lnternational Labour Office 

Publications of the lnternational Labour Office enjoy copyright under Protocol 2 of the Universal Copyright Convention. Nevertheless, 
short excerpts from them may be reproduced without authorization, on condition that the source is indicated For rights of 
reproduction or translation, application should be made to the Publications Bureau (Rights and Permissioris), lnternational Labour 
Office, CH-1211 Geneva 22, Switzerland. The lnternational Labour Office welcomes such applications. 

Libraries, institutions and other users registered in the United Kingdom with the Copyright Licensing Agency, 90 Tottenham Court 
Road, London W I T  4LP [Fax: (+44) (0)20 7631 5500; email: cla@cla.co.uk], in the United States with the Copyright Clearance 
Center, 222 Rosewood Drive, Danvers, MA 01923 [Fax: ( + I )  (978) 750 4470; email: info@copyright.com] or in other countries with 
associated Reproduction Rights Organizations, may make photocopies in accordance with the licences issued to them for this 
purpose. 

Strategic Management 

Written by: Robert Zegers and Cornelius J. Murombedzi 

Adapted by: Mahmoud AL-Sayyed 

JABA-Jordan American Business Association, Amman. Jordan, 2004 
The Deposit Number at the National Library of Jordan: 20171812004 

ISBN 9957-447-06-8 
Also available in Arabic: Al-ldarah A/-lslraleegyeh (ISBN 9957-447-00-9) 

The designations employed in ILO publications, which are in conformity with United Nations practice, and the presentation of the 
material therein, do not imply the expression of any opinion whatsoever on the part of the lnternational Labour Office concerning the 
legal status of any country, area or territory or of its authorities or concerning the delimitation of its frontiers. The responsibility for 
opinions expressed in signed articles, studies and other contributions rests solely with their authors, arid publication does not 
constitute an endorsement by the lnternational Labour Office of the opinions expressed in them. Reference to names of firms and 
commercial products and processes does not imply their endorsement by the lnternational Labour Office, and any failureto mention 
a particular firm, commercial product or process is not a sign of disapproval. 

ILO publications can be obtained through major booksellers or ILO local offices in many countries, or direct from ILO Regional Office 
for Arab States, ARENSCO Center, Justinien Street-Kantari, Beirut, Lebanon. Catalogues or lists of new publications are available 
free of charge from the above address, or by email: beirut@ilo org.lb 
Visit ILO' website: www.ilo.orqlpublns 

Printed in The Hashemite Kingdom of Jordan 



Contents of this module ... 
THE EXPAND YOUR BUSINESS TRAINING MODULE I 

PREFACE I1 l 

1. INTRODUCTION TQ STRTEGIC MANAGEMENT I 
What is strategic management? 2 

.................................................................................. 

Why is strategic management important for the business to expand? .................... 11 

How strategic management will help to expand the business .................................. 13 

Characteristics of Successful Entrepreneurs 13 
............................................................. 

Chapter Summary ........................................................................................................ 16 

Make an action plan for developing your awareness for growth , ............................. 17 

2 . ANALYSE THE ENVIRONMENT 19 
What is strategic environmental analysis? 21 

................................................................. 

How strategic environmental analysis helps expand the business .......................... 21 

How to apply strategic environmental analysis to the GO business , ....................... 22 

Chapter Summary, 49 
....................................................................................................... 

Make an action plan for analysing your business environment ................................ 49 
< 

3 . ESTABLISH YOUR STRATEGIC DIRECT10 
What are vision. mission. goals and objectives7 53 ....................................................... 

How vision. mission. goals and objectives will help expand your business ............ 54 

How to assess your current business and ideas for the future ................................. 55 

Chapter Summary: ....................................................................................................... 74 

Make an action plan for establishing your strategic direction , .................................. 75 

4 . FORMULATE YOUR GROWTH STRATEGY 77 
. . 

What is a ComPetltlve strategy? .................................................................................. 79 

How a competitive strategy will help your business to expand , ............................... 81 

I-kJw to apply the competitive strategy approach, ...................................................... 81 

Chapter Summary: ....................................................................................................... 93 

Make an action plan for formulating your growth strategy ........................................ 94 



Contents of this module ... 
5 . IMPLEMENT YOUR STRATEGY 

What is strategy implementation? .............................................................................. 98 

How strategy implementation will help your business to expand ............................. 100 

How to implement the strategies ................................................................................ l o o  
What is the exact aim of the functional modules? ..................................................... 102 

Chapter Summary, ....................................................................................................... 102 

Make an action plan for implementing adopted growth strategies , ......................... 103 

6 . STRATEGIC GROWTH P 5 
What is a strategic growth plan? ................................................................................ 106 

How the strategic growth plan will help the business to expand .............................. 106 

How to design the strategic growth plan: ................................................................... 108 

7 ANNEXES 151 
ACTION PLAN ............................................................................................................. 151 

GLOSSARY OF MANAGEMENT TERMS USED IN THIS MODULE ..................... 153 

REFERENCES: ............................................................................................................ 155 



STRATEGIC MANAGEMENT 

Training Modules 

C 

Strategic Financial 
Management 



STRATEGIC MANAGEMENT 

In this module you will find: 
Relevant business knowledge and information 
Read the simple theory and information relevant to the topic of this module. The 
examples on the case study that follow the theory and information show how that 
knowledge is applied to manage a business well. 

Practical exercises 
Do the exercises in the nnodule and then compare your answers with the suggested 
answers given at the end of the module to find out how much you have learnt. 

Action and Growth Plans 
Fill in and use the action and growth plans. This will help you to put your new 
knowledge into practice. 

Useful business terms 
Usefill business terms are printed in bold italics when they appear for the first time in 
the module. Look up the meaning of these terms in the text box next to them. 
Memorize their meanings. They are also listed in the annexes section of this module. 

The symbols 
You will scc t l~c  I'ollowing synlbols in thc tell hand ~nargin. The symbols indicate the 
nature of the text contained in the boxes next to them as explained below. 

box next to this symbol tells you where to find more information in the other 
modules or elsewhere, for example: EYB Modules: Strategic Financial 

6 

I Management tells you more about how to interpret financial ratios.- I 

Next to this symbol you will find the objectives of the module and its chapters. 

The box next to this symbol contains questions for you to answer about your own 
busmess. 

The box next to this symbol tells you something, which is extra important for you 
to memorize. For example, the customer is the most important person for 
your business. 

The box next to this symbol provides you with examples on the case study used in 
this module. It shows how theory and information is applied in the case study. I 
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1. The Expand Your Business (EYB) 
Programme 

Welcome and congratdalions on acquiring this EYB Programme, which focuses on 
business expansion! 

I I What is business expansion? 
Expanding a business may appeal to any entrepreneur. One may think of 
increasing sales and profits. But expanding does not automatically mean 
increasing prolits. A business may acquire more staff, and expand the business 
tiicilities 1111.ougli investment. One could call this business expansion. The 
question then is whether business expansion is a goal in itself. Many businesses 
that expanded have gone bankrupt, simply because the business ran out of cash 
and the investment cost could not be repaid. Alternatively investments may 
indeed have resulted in increased sales and availability of cash surplus. Is this 
kind of expansion thetl something to aspire for? One could argue that increased 
sales are not a business objective. Instead, only profit is. AAer all, increased sales 
do not necessarily lead to increased profits. If costs increase more than sales, 
profits will be reduced. 

This EY13 programme, therefore, when referring to business expansion, is 
actually dealing will1 increasing profits which in most cases, is a result of a 
co~nbinalion of increased sales and smart business operations with relatively low 
cost. Therefore, in this EYB programme business expansion means sustained 
growth and increased profits. 

Why expand the business? 
Some entrepreneurs may wonder, "Why should I expand my business? I am 
doing fine now, and I can manage and oversee the business well, so trying to 
grow fiirthes just means more work on top of what I already have to do!" This 
reasoning may be perfectly fine and is entirely true 
Allowing the business to grow means more work. If an entrepreneur does not see 
the real value in growing and does not have an intrinsic motivation to do so, it is 
probably better not to engage in the growth process in the first place. On the other 
hand, one needs to consider that competitors will consider growing. Therefore, 
trying to stay stable may mean actually losing business to competitors. So, in 
most cases there may actually not be a real choice. Nevertheless, the motivation 
and drive to expand need to be there. Without this feeling and energy of wanting 
to expand, it will trot work. 

iii 
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Expanding business operations is also about increasing return on investment. 
The growth oriented entrepreneur and others may have invested' in the business. 
The aim is then to ensure that the investment results in maximum return to 
satis@ these investor(s). Investors will make an assessment of the risk involved 
and the chances of high return. If your business is able to offer a good return 
with nioderate risk then, it will be easier to attract capital. 

Who is EYB Programme for? 

The EYB progranlme intends to help you, as an owner of a business that intends 
to grow or that is already growing, to expand your business activities hrther. The 
EYB programnie is, therefore, meant for those entrepreneurs who have an 
explicit intention to grow, and expand their businesses and have fairly concrete 
ideas about which way and how much they want their business to grow. The EYB 
programme does not attempt to give all the growth ideas. It gives basic ideas for 
growill to assist in organising the business, and making the business ready for 
growth The EYD programme also helps to assess the growth ideas and develop 
other new ideas I t  is meant for businesses in production, retail and services. The 
business size could be somewhere above 6 and less than 100 persons. Businesses 
smaller than 6 persons are unlikely to benefit from this EYB Programme. 

The EYB Programme is for you if you are holding one of the following posts in 
the business: 

The General Manager, CEO or Managing Director. 

Financial, h~rn~an resources, marketing or operations manger, or whoever 
is in ;I sin~il;w post of responsibilities. 

The FYI3 I'rogramme assumes that your business has well-established 
managen~ent systems in marketing, record keeping, costing, buying, stock control 
and business planning. 

1.4 How to expand the business? 

The EYB programme is based on the principle of creating investor value by 
creating customer value. If you, the growth oriented entrepreneur, are able to 
create value for your ciistomers, you will also obtain a high return on your 
investment. Creating customer value means that you are able to find customers 
who are willing to pay a price for your products or services above the cost you 
incur to produce them. The niargin between your costs and the price paid by the 
customer is your return on investment. You will only be able to make a profit 
and to grow if you are continuously assessing opportunities for custon~er value 
creation. This obviously requires an excellent understanding of your clients, their 
needs and their wants. You also need to understand the ways and means to 
actually satisfy their needs and wants. 
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The EYB programme assumes that three things are required to be able to create 
customer value and expand. These requirements and where they are discussed in 
the EYB programme nlodules are shown in the following diagram: 

2. Organize the entire business 
according to the strategy 

3. Develop and execute growth 
i n s  - -1- 
I .5 What does EYB Programme aim for? 

In line with the above, the EYB programme has two main aims: 

a) It assists in developing a business growth plan. This growth plan consists of 
a business strategic growth plan, as well as, more detailed growth plans for 
the main fi~nctions in the business, i.e., marketing, human resources, and 
finance. 'These growth plans are interlinked. The overall strategic plan lays 
the foilndation for the business growth strategy. This is then supported by 
the fimctions in the business so that, the entire business is geared to 
implement the growth plan successfully. 

b) It also aims to assist growth oriented entrepreneurs to organise their 
business in  such a way that the business is enabled to grow. It will help the 
growth-oriented entrepreneur to organise effective and efficient hnctions 
within the business such as management, marketing, human resources, and 
finance. It will also assist the entrepreneur to organise him or herself better 
so that he or she can concentrate on the most important tasks required to 
grow. 

Research has shown that businesses, in their growth path, have different needs 
and ~mblcms that need to be dealt with. Without solving these problems, the 
busiliess cannot grow further. One typical example that a growth oriented 
entrepreneur may experience is that of being unable to keep on doing the most 
important tasks in the business, while at the same time, these tasks cannot be left 
for others in the business to do. Time becomes a constraint for hrther growth. 
While the entrepreneur would like to take on new opportunities or challenges, the 
business is i~nable to perform successfirlly if these are taken on. 
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An often-encountered problem for growth-oriented enterprises is that the 
business is not organised to facilitate fast growth. Instead, the business itself may 
be an impediment to growth. The EYB programme will assist the owner to 
organise the business such that it is geared for the chosen growth path. 

Why is a focus on strategy so 
important? 
To create customer value and thereby, high financial returns, the business needs 
to have set goals. These goals, when achieved, ensure that the financial returns 
expected are indeed realised. Investors would like to maximise the prospects for 
high return through a strategic plan with clear goals, as well, as the plans to 
achieve them. 

The growth-oriented business can pursue a number of different strategies to 
achieve high returns: 

a) A strategy of low costs, thereby increasing the margin between product 
price and product cost, 

b) A strategy of various product lines (differentiation), thereby adding value to 
the product and increasing the margin between price and costs, 

c) A combination of the above two strategies (differentiation and low cost) 
leading to brand loyalty and high margins, 

d) A focus strategy on one product line andlor customer segments, thereby 
adding higher value to the product for customers, and increasing the margin 
between price and costs. 

Clearly, each strategy is focused on increasing the return on investment, hence, 
the need Ibr a strategic choice. 

Are there no other and easier ways to 
grow? 
There are other ways to grow and expand. You could consider a merger with 
another company, either a take-over or acquisition of a company, or consider 
other ways of collaboration with other companies such as a joint venture. These 
are faster ways of growing. Whether these strategies are easier for achieving 
business growth is difficult to say. Take-overs do cost money, and mergers are 
not easy to establisll successfully. Whether these are good strategies will 
ultimately depend on whether they increase the return on investment. Mostly this 
will not be the case, as the existing and future margins that can be realised in the 
company you are involved in will already be included in the merger or take-over 
price. Only if there are clear synergies between the two companies, resulting in 
increased profits for both through collaboration, it may be usefbl to consider such 
strategy. 
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As a growth enterprise, you may, of course, consider these options for growth. In 
that case, this EYB programme will not help you in those endeavours. You may 
require other specialised assistance. This EYB programme is specifically 
designed for internal business growth only. 

1.8 How to use the EYB programme 
Your business will benefit from the EYB Programme if you participate in it 
according to the following schedule: 

H You, the ownerlmanager of the business, complete the training on all four 
n~odules. 

The fiinctional managers of your business complete the training on, at least, 
the modules of their hnctional areas and the Strategic Management Module. 

1.9 What you will get from the EYB 
Programme? 
EYB Programme is a premium product that is developed by the International 
Labour Organisation (TLO) specifically to help the Jordanian growth-oriented 
enterprises in realizing their growth. 
EYB Programme is considered by many SME development agencies in Jordan 
for their f~inding, support and subsidy schemes. 

By enrolling in the EYB Programme, you will get the following: 

;I) Assessn~cnt sessions 

'I'hese are one-on-one meetings between the certified EYB training 
consultant, you and your managers. 

b) The EYB mocldes 

You will get a complete set of modules ahead of time before the training. 
This will give you the opportunity to read and prepare yourself. 

c) Training: 

The EYB Training is modular. It will take three hlltime days for each 
module except for the Strategic Financial Management module that will 
take Ihur lidltime days. Training will be organised in such a way to suit 
yaw business requirements. ?'he sequence of training will be as follows: 

First: Strategic Management training 

Second: Strategic Marketing training 

Third: Strategic Human Resources Management training 

17o11rtI1: Strategic Financial Management training. 

vii 
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d) Individoal Cou~lselling (IC) sessions 

Individual counselling session will be conducted by certified training 
consultants to check on the completion of your Growth Plan and to provide 
assistance in its implementation 

e) Bl~si~less S ~ ~ p p o r t  Groups (BSG) 

The Certilied EYB training consultant can facilitate L3usiness Support 
Groups, where you meet with other participating businesspersons to discuss 
common problems, needs, challenges and solutions. 

f) Linkages to finance and busiaess: 

The EYR Programme will facilitate linkages to finance and business 
institutions, such as marketing and export, mentorship programmes, 
specialist agencies like tax consdtants, legal services etc or other business 
areas as identified during the needs assessment and training. 

This will provide you with excellent opportunities to network with other 
participants, trainers and guest presenters to exchange ideas and build usehl 
business relationships forn~ally during training and informally after training 
sessions 

g) Certification by the 1LO at the corporate and individ~~al levels 

2. About the Strategic Management 
Module 

This module consists of six chapters and discusses strategic management as follows: 

Chapter one gives an overview of strategic management 

Chapter two provides you with techniques and methods for strategic analysis. 
These techniques are divided into techniques that focus on the external business 
environment and those that focus on the internal business environment. You will be 
assisted with practical tools to do this analysis for your own company. Important 
results of this chapter will be the identification of critical success factors for the 
industry you are working in, your main competencies and the identification of  your 
competitive strategic advantage in the industry you are operating in. 

Chapter three helps you to develop parts of your strategic plan. You will develop 
a vision and nlission for your business, and develop goals and objectives. 

Chapter fonr guides you to develop and choose a generic competitive strategy for 
your business that matches with your competitive strengths. 

viii 
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Chapter five explains how the work done in this module relates to the other 
modules. In particular, it will explain how objectives and the generic growth 
strategy, as developed in  this module, will assist you in develo'ping your growth 
plans and action plans for each of the main functions in your business, i.e. 
marketing and sales management, human resources management and finance 
management. Once this relation is clear, you will be ready to commence with the 
fiinctional modules, and prepare your growth plans. 

Ckrpter six, finally, comprises of the strategic growth plan. This plan summarizes 
the ett'orts that you have undertaken in this module to strategise your business 
towards growth 

'I'lre Sollowi~rg d i i~gran~  s l~ows  the Strategic Management Module framework 
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3. What you will learn in this Module ... 
If you aim to grow your business, this module will be of great help to you. The basic idea of 
this module is to help you think strategically of your business growth. First, you should get 
ready for growth then you need to plan your growth and then, you should organize your 
enterprise to grow.  his Module seeks to enhance your understanding of strategic 
management and the ideas and concepts that are critical in mapping the way your business is 
perfuming. It lays out the processes for eff'ective management and planning, and how to 
utilize information for deciding on the way forward. 

4. The case study used in the EYB 
modules ... 
Throughout the four EYR modules, you will find a case study of  a Growth Oriented 
E ~ i t e ~ p ~ i s e  'I'his enterprise, like yours, has been growing in the past and intends to grow 
hrther The enterprise doesn't hl ly know how to achieve further growth and experiences 
certain problems that need to be overcome to realize its full growth potential. The 
enterprise is called Ilana Juice Company Limited (HAJCO). Throughout the four 
modules, we will follow HAJCO in their efforts to prepare their growth plans. By using 
HAJCO as our example, it is expected that you will find it easier to understand how to 
apply the ~echniques to prepare your own growth plan 
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INTRODUCTION TO STRATEGIC 
MANAGEMENT 

What you will learn in this chapter ... 
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What is strategic management? 

I I Introduction 

This module, as well as the other three in the training package (i.e. Marketing, 
Human Resources Management and Finance), deals with organizational change. 
Every organization arid every business changes over time. The changes inside the 
conipany are a reflection of what happens in the surroundings of the business and 
how tlie business reacts to it, but also changes that happens inside tlie business 
wi~liout oulsidc inlcrfcrcnce. New opportunities arise, personnel leave, and new 
jobs are required, new relations are established, new customers acquired, etc. 
Change within tlie business is, therefore, as logical as change in life itself. 

There is an important difference now between changes that happen as a result of 
uncontrollable factors, and clianges that are the result of explicit and intended 
actions of the business entrepreneur and the employees within it. The former are 
I ~ ~ I C ~ I I ~ L '  aclions, while the latter constitute pro-active steps to influence the hture  
state of the business. 



STRATEGIC MANAGEMENT 

Strategic management now is about being proncfive. It is about developing goals 
for the business, as well as the strategy to get there. Strategic management is 
concerned with planning and predicting the hture of the business, accounting for 
the present and hture of tlie surroundings of the business Once the entrepreneur 
has an idea of how the fi~ture could look like and what the position of the business 
sliould be within tliat future, then one could establish concrete objectives, as well 
as the road to Sollow to leach these objectives These objectives and the strategy to 
achieve them ale set such tliat, they will lead to maximum return on investment. 

Nevertlieless, the fi~ture changes a~id unexpected events happen these influence our 
plans. Some people feel that it is useless to plan for the hture  or to practice 
strategic nianagement. Tlie result of tliat attitude is that, one will be dependent on 
what happens and meanwhile remains static or reacfive, waiting for fate to occur. 
I n  this case, return on investment will be low and opportunities may be missed. 
The fact tliat tlic S11tu1-e is unpredictable only means that there is a need to readjust 
strategies as we go in order that we may reach and achieve the final objectives for 
the business Strategic management is tlierefore a reiferafivc process. 

1.2 Overview of strategic management 

In the context of our business education, management focus is on a number of 
hnctions tliat can be learnt separately. Some of the hnctions covered in 
management include, finance, production, human resources, marketing, operations, 
logistics etc. These fi~nctions, although studied separately, form part of a whole. 
When running a business, reference is made to all these aspects and their 
contribution to the overall success of the business. 

Tlie main consideration in strategic management is 'what' the entrepreneur must 
do to make the business prosper. The process presupposes that action follows 
carelid tlri~~king and mapping out of what has to be done before hrther 
dcvelopriient takes place. 

1.3 Definition of strategic management 

There are a variety of definitions for 'management'. The one we adopt here is: the 
activity of maximizing the input-output relation regarding resources, and 
l)c~-li)r.ming activi~ics to obtain best results, and achieve the business mission and 
ol~jcctives. 
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In brief, it  is the process of formulating and implementing strrrtegies. In general 
terms strrrtcgic ttrrrrlrrgzrnent helps in managing the business's resources to 
achieve long-ten11 objectives. 

The definition emphasizes the series of 
steps the manager sl~ould take. These 
steps incli~tle: 
H Pel-fim~ing an environmental 

analysis, 
Establishing strategic direction, 

H Formulating strategy, and 

Strategy is the comprehensive plan that 
sets direction towards achievement of 
set goals and objectives. 

Strategic management is a continuous, 
interactive, cross-functional process 
aimed at keeping an orga~iizati~~i~, d 
whole, appropriately matched to its 
environment, 

implementing the strategy, and 
Exercising strategic control. 

The definitiun, also, suggests that the strategic management is continuous; the 
entrepreneur never finishes the strategic work. 

1.4 Benefits of Strategic Management 
Benefits of Strategic Management to growth-oriented blisinesses include: 
H Better guidance to the entire business on the crucial questions, "what is it we are 

trying to do and to achieve?" 

Direction to i~nprove your financial and management performance. 
H Readiness to lice the winds of change, new opportunities and threatening 

developments. 
H Rationalization to evaluate competing budgets for investment and new capital. 
H Integration of the numerous strategies-related decisions in the areas of finance, 

lwman resources, marketing and production. 
Building a more proactive management posture. 
Stronger business members' commitment to attaining long-term goals. 

1.5 Strategic management versus strategic 
planning 

There is a dit'fsence between strategic management and strategic planning. 
Strategic management is about nurrrc7gilg the h~rsil~ess ill a strategically oriented 
tmlrtrer, keeping the overview and steering the business in the right direction to 
achieve goals and objectives. Strategic planning, on the other hand, is about the 
j)lrrr~l~ilrg p~.oce.s.:.r. of developing strategies and how to implement them. Strategic 
planning is thesetore process oriented. If the planning process is conducted well, 
it will be much easier for the entrepreneur to muintain the overview, and manage 
the business well towards set goals and . ,! ixtives. 
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1.6 Why expand your business? 

Ilaving been used to operating at a smaller scale and running your business on 
"family" lines, you may be wondering why you now have to grow it to an extent 
where you may end up losing direct control over most of your operations. There 
arc. obviously sound reasons for growing your business, which should inspire you 
to cupanding i t. Some key reasons for expanding your business are shown in the 
following figure. 

Key Questions in Strategy Development: 

Below are k e y  questions and issues that you need to ponder a s  you expand your 
business. Attempt to answer the questions in the space provided in the next 
column. 

1) What goods or services do you really sell? 

Continued on the next page ... 
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EXERCISE 

- 
Key Questions in Strategy Development: 

Continued from the previous page ... 
2) How well do you produce your goods or deliver your services? 

3) Who buys your goods or services? 

4) Do you have a strategy? If yes, describe it and indicate how you will 
implement your strategy? 

Continued on the next page ... 
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Key Questions in Strategy Development: 

Continued from the previous page ... 

5) Is your strategy communicated to your employees? Do they know about it? 

.. . . .. 

6) What do you want from your business? 

7) Are you prepared for how your business growth is likely to affect your 
relationship with your family and friends? Are you willing to deal with it? 

8) What are your interests? (Both at the personal and business levels?) 

Continued on the next page ... 
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Key Questions in Strategy Development: 

Continued from the previous page ... 

9) What are your strengths and weaknesses? (Both a s  a person and an 
enterprise)? 

10) What should be your role in the growth process? 

1.7 The strategic planning process 

The next figure illustrates the strategic planning process. Basically, this process 
represents an overview of the complete strategic planning process for small and 
mediuln businesses. It involves distinct steps, namely developing the vision: 
mission, goals and objectives, strategic analysis, strategy formulation (with 
genel-ic and functional strategies), actions planslbudgets, strategy implementation 
and finally the monitoring and evaluation of the strategies. Although these various 
tasks are interrelated, they will be dealt with separately over the coming chapters 
to guide you in the process of strategic planning 

l h e  end result of this process is a strategic plan that will effectively guide the 
operations of the business over a set period of time. It is important to understand 
the need to regularly assess the validity of its objectives in relation to the business 
environment. 

As we go through this module, this process and its steps will become clearer. We 
will introduce simple and practical 'tools' that will facilitate the analysis, 
forn~ulation and implementation of your strategic growth plan in a smooth 
manner 
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During this process, you will: 

:I) Ao;~lyse llw I)usi~lcss e~wiroa~nent  
You will analyse tile external b~~siness environment, as well as the internal 
business envil-on~nent to be able to assess the key industry success factors, 
core competencies and competitive advantage of the business. It is important 
to have a number of competitive advantages in order to be able to position 
the business successfirlly in the market, and thereby achieve growth. 

b) 1)eveloj) a visio~~/mission 
At this stase, you will clarify and understand what your business is, and 
specify what the organizafion aims to achieve. 
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c) Develop goills and from there, develop measurable objectives 
This allows you to then decide on the goals and objectives of the 
organization. Translate the vision and mission into goals first and 
si~bseqi~ently; translate these goals into measurable objectives. 

d) Develop ;I generic growth strategy 
Strategies are the means of achieving the objectives that you have set for the 
business. By developing a generic strategy for the business, it positions itself 
strategically within the market, and builds on its strategic strengths. 

e) Develop fi~nctional growth strategies, action plans and supporting 
bl~dgets for nl;~rlteting and IIItRI, and firlance as a support function 
Based on the overall growth strategy and the set objectives specify the 
fi~nctional glow111 strategies, and developing action plans for each function. 
'I'ogctlic~, tlie growth plans and action plans form the complete strategic 
g~owtli plan Action plans for each fimction are required to ensure what will 
be done, wlien and by whom Many businesses develop excellent plans, but 
fail to put them into action That is why action plans are crucial In order to 
be able to implement the plans, it is, also, necessary to prepare a budget The 
Strategic Financial Management module will assist in designing the budget. 
The budgets will be based on the action plans to ensure that the business 
enables the money to flow where the required action is 

1.8 Implement the growth strategy 

Once action plans are designed, the business then implements the growth plans 
accortliligly Various I'ollow-up services are part of the training to assist you in 
the implementation of the growth strategies. 

1.9 Monitor and evaluate performance 

Bi~sinesses need to monitor and evaluate their performance to observe whether 
they are still on track with implementing their activities and reaching their 
objectives. If necessary, goals and objectives rrtd'or growth plans ntidhr actions 
may need adjustment over time. From time to time the business will therefore, 
need to review how the strategy is being implemented. 

Do the above steps sound complicated to you? No need to worry. The principle 
applied throughout the nlodules is KIS: Keep It  Simple. Tools and examples will 
be provided on how to prepare and implement the growth strategies. All this 
shodd then assist yo11 in achieving your business growth. 



2. Why is strategic management important for 
the business to expand? 
When your bi~siness was still small, you wodd pestlaps deal with problenis as they 
plesen~ed tl~eniselvcs, and decide on courses of action based on gut feeling. Growth calls 
fos a professional nlallagenlent approach based on proper strategic planning, 
ellvironlnental forecastillg and conlpe~itol analysis. Unlike in the past where your business 
leturlls would grow by cllance, expansio~~ means planned growth, and a clear development 
path. 

Growing your bi~sil~ess ~.equi~-cs good planning. These are some of the issues that result 
fi-om well-planned and managed growth in colnparison with unplanned and unmanaged 
growlll: 

2.1 Planned versus unplanned growth 

Growing your business requires good planning There are a lot of benefits, which 
accrue fi-om pla~~ned business growth, some of wllicll are listed below. 

Planned Versus 1 
/ 

New markets are selected 
I strategically I 

New employees are planned in 
anticipation of new markets 

New lines of business are not started unless 
they meet with stated plans and goals 

c 
Planning to growth is proactive 

Unplanned Growth 

2.2 Managed versus unmanaged growth 

I'lan~ii~ig the growth of your business is not enough. You need to manage the 
growth eff'ectively in order to achieve targeted growth results. Some of the 
problems 01' I'ailing to mallage your business growth properly are shown below. 
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Managed versus u 
/ 
Cc, 

Managed Growth 

profits 

end of each month 

Customer orders always delivered 
on time 

Inventory levels are appropriate for 
sales levels 

7 

 managed growth 

Ge~ierally, slralegic management is iniportant for any company. However, it  may 
he even mot-c i~iq~orla~it l'or small and niedium enlerprises (SMEs) than for larger 
coqwraliurls. Generally, i n  s~iinll and ~iicdium sized eliterprises one person largely 
makes idcas and tlecisions. 'l'llis is why tlie business came into existence in tlie 
lirst place. Now, if' Iiialiagers ill larger corporations make wrong decisions, there 
are Inany areas of work where adequate decisions may have been made to 
conipensate for wrong decisions. I n  addition, subordinate staff may compensate 
for wrolig decisions at the top, and sonie decisions may or may not be fidly 
implenlenled. In ShlEs, a wrong decision can be fatal. The margin for error is 
niucli sli~aller, because the ShIE's resources are too limited to absorb the 
consequences ol'a wrong decision. There may also be nobody to prevent a wrong 
decision fium being implemented. Research indicates that small businesses oflen 
hi1 because or wrong judgmenls and understanding at the top and reliance on the 
Ileal-1s and riot on lllc heads of h e  owners.' 

'I'lierc: is also sollie evidence stating that sniall businesses that implement strategic 
~nanagenient and planning approaches have higher survival rates and belter 
financial performance t l m  those that don't 

' N. Siropohs, Small Business Manayernent: A guide to entrepreneurship, Fifth Edition (Boston: Houghton Mifflin, 
1994). 

R N  Lussier, 'Startup Business Advice from Business Owners to Would-Be Entrepreneurs," SAM Advanced 
Management Journal 60 (1995), pp. 10-13. 
C R.  Schwenk and C B Schrader, "Effects of Formal Strategic Planning on Financial Performance in Small 

f-irms. A Meta-Analysis," Entrepreneurship. Theory and Practice 17 (1993), pp 53-64. 
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Ncvel-theless, experience sliows that   no st small and ~nedium enterprises (SMEs) 
do not adopt a strategic ~nanagenient and planning approach. SMEs tend to be 
h s y  with daily problem solving, and reactiug to problems rather than being 
poactive 'I'lie ~.cs~llt is tha t  opportt~~iities are missed and threats aren't noticed in 
ti~iic to lake action 

I n  conclusion, strategic planning is important as a way to set and achieve goals 
and objectives, and to maximize your return on investment. 

How strategic management will help to 
expand the business 
'I'liere are a ~i~lmbcr of ways in which strategic management will help to expand the 
bi~si~icss: 

Setting st~i~tcgic goals elhanccs the cliiinces Ibr growth and improves financial 
perfor-nia~lce 

Strategic management increases knowledge of the market and therefore improves the 
ability to meet customer needs and demands 

A stsategic rnaliagement approach allows more control and influence on the success of 
the company 

13nablcs a less 'chaotic' and more stnlctured organization. 

A strategic ma~iagemelit approacli will provide guidance to the entire organization on 
the c~ucial poilit "wliat is i t  we are trying to do and achieve"? 

1htrel)rcncilrs will bc more alert to the winds of change, new opportunities and 
tlirenlening rievelopments 

Entrepreneurs will steer resources for- competing purposes in those business 
opportunities that give highest yields 

A strategic ~nanagement approach leads to coordination of all strategy-related decisions 
i l l  the areas of marketing, human resources and finance, thereby increasing eficiency 
and en'ectivcness of business pesforlnance 

A strategic ~nanagement approacli results i n  a more pro-active management attitude, 
and a Iiigller willingness to adapt to (and be ahead of) changing ci~~cumstances. 

Adopting a strategic ma~iagclnent approacli will save time in the longer run, because, 
plans ale laid out based on what needs to be dolie and by whom 

4. Characteristics of Successful Entrepreneurs 

Studies that have been carried out in several countries indicate the following as qualities 
for successfi~l e~itreprcncurs. - 

l'liirst for achievement and success 

Desire for responsibility and independence 

I'rcfe~-c~icc for reasonably calculated I-isk 

Co~~fidence in tl~cir abiliry to lilllill their commitments 

13 
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Desire for imnlediale feedback 

1;irtiire orientation with high level of  energy to pursue goals 

Escellent leadel-ship and ol-gani~ing skills 

Value :tcllievc~llcnt ~nol-e l l l a l l  lliolley 

Flexibility 

'lecllnical co~npelencies 

Bounce back from hilure 

11lte1-1litl ~OCLIS 011 conlrol ( C O I ~ ~ C ~ ~ O I I  that they control their own destiny) 

Ability LO follow tlirougli endeavours undertaken 

Evaluate your attributes as a successful entrepreneur based on the previous 
characteristics by circling the value that represents your scoring (1 is the weakest 
and 5 is the strongest). 

1. Thirst for achievement and success I o @ @ O O  

.............................__......_...........___....... ........ .. --- 

2. Desire for responsibility and independence ( 0 Q 0 0 @ 

Characteristic 
-- 

3. Preference for reasonably calculated risk I 0 Q @ O  O  

Your Scorn 

4. Confidence in ability to succeed in fulfilling 
their commitments 

I 

5. Desire for immediate feedback I O @ @ @ @  

7 Excelle~lt leadership and organizing skills I 0 Q @ O  O  

6. Future orientation with high level of energy to 
pursue goals 

8. Value achievement more than money I o @ @ O O  

0 Q 0 0 0 

9. Flexibility 
--- 

10. Technical competencies/appreciation 

11. Bouncing back from failure 

12. Internal locus of control 

O Q O O O  

o @ O O @  

o @ @ O @  

O Q O O O  
.................. - .......... - ........ - - .................... - ........ - .........-.- - ....... - . - . - - ... 

TOTAL SCORE 

- . - ...... -. . ---- . -. . 
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I~esu l t :  Following is the key fbr evaluating yourself as a successful entrepreneur: 

Interpretation 

You don't have entrepreneurship skills, and you need to 
work extensively on improving these personal attributes 
to contribute to your business growlh. You should focus 
on the points with a score below 5. 

You have entrepreneurship skills, but there is still a room 
for improving these personal attributes to maximize your 
contribution to your business growlh. You should focus 
on the points with a score below 5. 

Your entrepreneurship skills are an asset that you have 
to lead your business for growlh. You should maximize 
on these skills to get the best results. You should focus 
on the pomts w~th  a score below 5. 

Fol lowing is a list of' compete~~cies that growth-oriented entrepreneurs should have. 
These competencies are the key to differentiate between growth-oriented and 
average entrepreneurs. 
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Competency 

Chapter Summary 
Strategic management is about being proactive It is concerned with setting goals to steer 
the business and maximize investor value. Strategic management focuses on the total 
enterprise, the direction to go and the managerial tasks of executing the chosen strategy. 

'I'lie Strategic planning process is concerned with the process of planning, developing and 
inlple~iienting a growtli strategy 'I'lirougli the process of strategic planning, the business 
engages in important activities such as, predicting the future, setting goals for the business 
and designing and irnplenienting a strategy to achieve these goals. Since the future can 
change, there is a need to review strategies from time to time, and make adjustments where 
necessaIy. 

Strategic planning process comprises a number of steps as follows: 

Vision arid mission developnlent 

Setting goals and objectives 

Analysing tlie business environment 

Choosing a gelxeric growth strategy 

1)eveloping functional growth strategies and action plans 

Inlple~nenting the growth strategy 

Monitoring and evaluating the growth strategy 

'I'he developnlent of fimctional growth strategies and action plans are discussed in other 
~nodules. This module discusses the other aspects of strategic planning. 

Strategic nlanagennelit is important for the business as it reduces the chances for business 
G~ilure, and increases the chances Sor higher profit margins and good financial 
pc~.fi)rlnance. 
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A stlategic inanagenlent approacll helps the business to be better organized, more focused, 
cficicnt and elt'ective, bc more a le~ t  to opportunities and threats, more proactive, and 
bcttcl- cooldinatcd in its eftblls 

Make an action plan for developing your 
awareness for growth 

C o ~ ~ p l e t e  the Acliou I'lan fol-m shown on the next page The Action Plan is useful when 
you prepare yoitr strategic growth plan where you can have a master action plan for all 
aspects of your strategic nmagemenl 

i 
You can find the forms for preparing yaur Action Plan in the 
Strategic Growth Plan. 

I 
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ACTION PLAN 
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ANALYSE THE ENVIRONMENT 

The first step in the strategic planning process is to analyse the market. Analysing the market 
shoirld assist you to identill opportunities, and to assess whether the objectives you have set 
earlier are achievable We ~ v i l l  analyse both the external and internal environment that shapes 
your growth-oriented business. 'Tools' and  neth hods that will make i t  possible for you to analyse 
the envi~-onment will be discussed 

The brrsitress ct~~drotrt~retrr is made up of all elements 
that surround an entel-prisc The environment in wliich 
you operate is so ~ U \ Y C I  fd ,  that hilure to take into 
account environmental i'actors would be dangerous to affect its performance 

your business 

You, as an entrepreneur, need to appreciate that the process of strategic management takes place 
in a complex environriient of business, political, economic, social and technological and 
ecological intluences. The environment has become so dynamic and complex that at times, if not 
most times, it is diflicult to determine how the environment will jnfluence events and, in this 
case, your business operations. 

What you will learn in this chapter ... 
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I. What is strategic environmental analysis? 
Your business operations are not carried out in a vacuum. You operate in a wider 
environment thal influences whether your business succeeds or not. It is important for you 
to have an appreciation and understanding of the environment that your business operates 
in. 

Strategic analysis is all about finding the optimal match between the competitive strengths 
of your business with the opportunities the business environment offers, thereby 
maximizing business growth and profits. 

Strategic environmental analysis is conducted by collecting and analysing information on 
the business, environment, by assessing how the environmental changes impact your 
business and by identifying how you can take advantage of opportunities that arise within 
this environment. In other words, this analysis assists you to position your business to 
become more competitive and achieve sustainable growth. With a good grasp of the 
enviro~i~nent, you will be in a position to anticipate events and strategize accordingly, in 
order to gain competitive advantage. 

Leading a successful business and steering it in the right direction, takes place in a 
complex environment of business, economic, technological, social and political influences. 
Strategic environmental analysis is, therefore, only successfirl if it is carried out with 
relevant, accurate and updated information. You need information to understand the state 
your industry is in, who the main players are, and the overall growth trend in the industry, 
etc. Access to reliable and relevant information for your business makes it possible for you 
to start developing a picture on the industry to consider alternative strategic options for 
business growth. 

2. How strategic environmental analysis helps 
expand the business 
Strategic environmental analysis will help you to understand the environment, to 'predict' 
the direction things will go and then, to position your business accordingly. It will help in 
the expansion of your business in the following ways: 

It will provide you with an opportunity to counteract negative signals in the political 
and legal environment. This could take the form of lobbying through your association 
for the repeal of legislation and or regulations that impinge negatively on your 
business operations. 
It will result in the identification of the key drivers (or success factors) in the industry 
that will make a difference in the expansion of your business. 

W It will give you usefirl information on the growth of the market, thus indicating 
possible avenues of expanding your business. 

W It will give you an opportunity to assess suppliers that can provide raw materials for 
your business at competitive prices, thus resulting in the reduction of costs in the 
production process. 

W It will provide you with a chance to identify opportunities to take advantage of and 
threats to avoid in developing your business further. 
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It will provide information on the strengths and weaknesses of yourself and your key 
competitors. It will allow you to position your business in a way that will increase 
your market share. 

Most importantly, it will assist you in finding your 'strategic competitive advantage' 
or optimum match between your business strength and the opportunities in the 
market. 

3. How to apply strategic environmental 
analysis to the GO business 
Strategic environmental analysis consists of the following steps illustrated in the chart 
below: 

3.1 Assessing the macro-environment: STEEP 
Analysis 

STEEP Atl(rQsis is a tool for 
analysing the external macro- 
environment to highlight those factors 
that will influence the way your 
business will develop. The tool 
isolates each individual component to 
establish the way each factor affects 
your business. 

STEEP Analysis: is a summary for the 
macro-environmental forces that cover: 

Soclo-cultural 

Technological/NaturaI 

Economic 

Ecological 

I Politicall Legal 

The main components of the external and internal business environment are 
shown in the figure shown in the next page 
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Your business is influenced by events that are outside your control. This 
particularly applies to the macro-environment your business operates in. Yet, 
understanding the macro-environment will assist you in making sound business 
decisions to adapt in the right way to prevailing circumstances or, even better, 
predict fi~ture circumstances and making smart business decisions in line with 
those hture  events. 

The macro-circumstances also impact on the industry in which you operate. 
Understanding the implications of the macro-environment within your industry 
will assist you to strategise better. 
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Conduct your own STEEP Analysis, and bring out those factors that are likely to 
affect the operations of your business. Draw conclusions on the overall impact of the 
environmental factors on your business, and how to react with your business. 
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3.2 Assessing the industry environment: Porter's 
five forces model 

We have examined the macro-environment and the factors that comprise it. The 
next step is to take a closer look at the industry you are operating to identify those 
factors that are relevant to your business operations. Industry analysis assists you in 
assessing the attractiveness of the industry you operate in .  It also assists in 
identifying the challenges you, as an entrepreneur in your industry, face. This 
analysis enables you to identify approaches to strengthen your position within the 
industry. 

Industry analysis focuses on the major players in the industry that make the 
industry tick. For instance, if you are operating in an industry with many 
companies producing similar products, this will impact on the attractiveness of the 
industry and the way you position your business within this industry. 

The decision to grow your business in a particular industry is also dependent on 
whether the industry itself has the potential to grow and remain profitable. You 
must be aware that once an industry is attractive, it will attract more players. One 
of the measurements used to gauge attractiveness of an industry is the level of 
competition. If the level of competition is too high, then, the industry is 
t~nattractive. 

Michael Porter, a professor at Harvard Business School, developed a model that 
attempts to describe and link those forces that determine the attractiveness of an 
industry. This model assists in determining the growth potential and investment 
opportunities. The Strategic Marketing module will also make reference to the 
'Porter Model'. 

The Porter Model identifies five (5) critical forces determining industry 
attractiveness. These forces have critical impact on the way your business operates 
within the industry framework. When you understand the impact of the forces, it is 
easier for you to develop a picture of how you can position your business to gain 
competitive advantage. It assists you in determining whether the margins in the 
industry are still competitive for you to remain in that industry. The model assists 
in monitoring the five forces and anticipating whether there will be any negative 
changes that will make the industry unattractive. 

The following are the five critical forces: 

I) New entrants: New entrants to an industry bring new capacity and increase 
competition for market share. The seriousness of this threat depends on the 
barriers present and possible reactions from existing competitors to 
newcomers. 

2) Powerfd suppliers: Suppliers can exert power by raising prices or lowering 
quality of supply, thereby enhancing their profitability at the cost of the buyer. 

3)  Powerfd c~~stoniers: Customers can also force down prices or demand 
higher quality and play competitors oflagainst each other. 
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4) Substitute products: The existence or threat of substitute products could 
limit the price that can be charged by the industry. Charging higher prices than 
the ceiling will lead to consumers buying substitute products. 

5 )  Coalpetitor rivirhy: competitors will fight each other for market share, using 
tactics like price competition, product introduction, advertising, etc. Intensity 
of rivalry depends, among others, on the maturity of the industry growth 
stage. A young industry has more growth potential and fewer competitors and 
is likely to be more attractive than a mature industry. 

The following example should assist you in understanding the process of 
conducting an industry analysis using the Five Forces Model. The main steps in the 
analysis incl~~de: 
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Source information from publications on your industry and any studies in the 
papers. If you are a member of an association, ask them to assist you in 
obtaining information on your industry. 
Make an assessment of each of the competitive forces to gauge its influence on 
your operations Also, draw from your personal experience in the industry. 
Look at your company operations, your production methods, employee 
experience, how you conduct your sales, your leadership of the business, etc. 
Draw conclusions on how you perform within the competitive environment. 

a) Detailed application of the Five Forces 
Modellcomplex format 

The following is a detailed application of the Five Forces Model for 
IIAJCO. This application includes a general industry profile. The 
application may look complicated, but is powerfill if you understand it, and 
are able to apply it to your business. If you find this too complicated and 
too elaborate, please continue with the simpler example presented later. 
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prices raises cons~derably. 
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b) Detailed application of Five Forces Model1 
simpler format 

The following is a simpler example illustrating the application of the Five 
Forces Model for HAJCO. The example is less powerhl than the one 
presented before but easier to follow and apply to your business. 
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EXERCISE 
---- 
Using the example given 
and draw conclusions on 

before, analyse your industry using the Five Forces Model, 
the impact of the forces on your business. 
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I) During the last two years of operation, has your enterprise faced any stiff 
challenge from competitors? Were these new or old competitors? List the 
competitors indicating newtold competitor, and areas in which they posed 
challenges to your business. 

2) What steps did you take to protect your market position, and were you 
successful? 

3.3 Key Industry Success Factors 

After carrying out the external and internal business environmental analysis, it 
becomes possible to identify the so called 'Kev Industry Success Factors'. 

Success factors are those factors that drive the industry. These are essential features 
within an industry for success. Key Industry Success Factors are basically the 
activities or competencies that any viable competitor should be good at. If a 
company knows the key success factors of the industry, it can, then evaluate to 
what extent its activities match some of these features to compete with within this 
industry. Nurturing andfor developing capabilities in some of the key success 
factors will make it possible for the business to compete and expand. 
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ldent~fy the Key Success Factors in your industry. 

3.4 Matching external and internal environment: 
SWOT analysis 

The SIVOT Atzrrlysis is an important tool 
that links the external analysis (STEEP 
and Porter's five forces Model) with the 
internal capabilities of your business 
SWO'I' analysis assists in identilling 
what the company is doing right or wrong 
what it can do well , what it can't while 
laying that against the external 

SWOTAnalysis: Is an acronym for a 
company.s: 

Strengths . vVeaknesses . Opportunities 
I Threats 

1 

environment. It forces management to make a candid list of internal strengths and 
weaknesses as well as a compilation of external opportunities and threats. These 
pave the way for strategy creation. This analysis will assist the business to take 
advantage of opportunities identified in the external environmental analysis, to 
position the business strategically in the market, and to avoid threats. It will also 
allow the business to capitalize on it strong areas and identify those areas that 
require further development 
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Strettgth is sonietliing tliat an 
enterpriselconipany is good at doing or, a is 'Ornething a is 

good at doing or a characteristic that 
characteristic tliat gives i t  an important gives it an  impollant capability. 
capability tliat others may not have. 
Strength can be a skill, important 1 
expertise, a valuable organizational resource, patents, connections. Strengths 
should be those internal factors that matter in the competitive business 
environment! Strengths that do not ulti~nately help tlie business to compete in the 
market are not very relevant strengths. For example, being able to attract and 
recruit qualified enqdoyees is not-an important strength if the labour market . . 

supply is'sucli that there is ample supply of &lalified ~ a b & r .  . .  - 

A IVerrkttess is something a company Weakness is something a company 
lacks, or does poorly in comparison 

lacks or does poorly (in comparison to to others, or a condi t ion  that puts i t  at 
others), or a condition that puts i t  at a a disadvantage, 
disadvantage A weakness is an internal k 
deficiency that creates a competitive vulnerability in tlie business environment. A 
weakness that does not create vulnerability is not so important. For example, 
Difiiculties in attracting job applicants does not cause wlnerability if 
unemploynie~lt of skilled labour is very high. 

could be available i o  otliersas well To b; an opportunity to be considered as part 
of a SWOT analysis it should be an opportunity that is available to the conipany. 
For example, access to a new cost-reducing production technology could be an 
opportunity only if i t  is affordable to the company. Opportunities usually involve 
a level of risk-taking. The new technology for example, is not proven in the 
market yet. Other examples of opportunities could be new product development 
with high sales and profit potential (but at a risk of succeeding), national 
distribution expansion (but at a cost). 

o r t t t t  include any fdvourable 
c u ~ w ~ i t  or prosl~cclive situation in the 
organization's external environment, S U C ~  

as a trend, a change or overlooked need 
that supports tlie demand for a product or 
service and permits the organization to 

'I'lrrctrts include any unfavourable 
situation, trend or impending changes in 
an organization's external environment 
tliat is cul-rently 1 poterltially damaging or 
even threatening its ability to compete. It 
may be a barrier, constraint, anything that 
might inflict problems, damages, harm, 

Opportunity is something in the 
external environment of the company 
and beyond its control and can have 
a positive effect on the company if 
invested by using the strengths of 
the 

Threat is something in the external 
environment of the company and 
beyond its control, and can have a 
negative effect on the company, if 
not avoided or dealt with properly by 
the company. 

enhance its competitive position They 

tinancial losses, or injury to tlie organization. Threats could, for example, be entry 
of new competitors, obsolete technology, upcoming strict government regulations 
on safe prodilction, changing consunier habits away from the business products, 
etc. 
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The SWOT Analysis will contribute to the growth of your business in the 
following way: 

I t  brings out the big picture from the external and internal analysis, thus 
making it possible to develop appropriate strategies for sustainable growth. 

I t  reduces, to a reasonable degree, risks in the strategies that will be 
identified and implemented in the achievement of objectives. 

W It allows you to revisit your long-term objectives, and add those aspects not 
originally captured in the initial objective-setting process. 

W It creates greater confidence in your ability, as head of the business, to map 
out the overall direction that your business should take. 

Steps in the SWOT analysis are as follows: 

i) ldentitjl an exhaustive list of internal strengths and weaknesses, and list them 
in two pi~gc-long C ~ ~ I I U I I S .  
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ii) Rank the strengths and weaknesses; focus on the top four of each that you 
consider to have a significant impact on your business. Remember, they are 
only signilicant if they impact on your ability to compete in the market. 

iii) Identify a list of all opportunities and threats, and list them in two columns. 

iv) Rank the opportunities and threats; focus on the top four of each that you 
consider to have a significant impact on your business. Remember, 
opportunities and threats are only significant in their ability to affect your 
competitive strength. 

Strengths 
Only local provider of fresh 
quality fruit juices 
Traditional artisan 
production concept 
Easy access to high 
quality raw material 
High product quality, and 
good brand image with 
existing users 

Opportunities 
Receptive and growing 
market for fresh fruit juice, 
both existing segment 
(tourists) and other segments 
Potential for new fruit 
products in local market 
Potential for new export 
product (dried fruits) for 
exports to Europe 
New technology for fresh fruit 
production available 
overseas 
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EXERCISE 
--- - 
se the diagram below to fill in your identified strengths, weaknesses, opportunities 
i d  threats. Start with a long(er) list for each, and then bring it down to four aspects 
r each column. Select the main four SWOTS on the basis of impact in terms of 
~mpetitive strength of your business in the market in relation to competitors 

Internal Strengths 

External 0 p p o r T t  nities 

1. 

2. 

3. 

4. 

Internal Weaknesses 

External Threats 

1. 

2. 

3. 

4. 
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EXERCISE 
-- -- 

Using the steps outlined in the given example, please match your own strengths 
and weaknesses to opportunities and threats, and formulate possible strategy 
indicators. Do this exercise using the diagram provided below. 

3.5 Core Competencies and Strategic Competitive 
Advantage 

The exercises and the examples given in analysing the external and internal 
environment are meant to assist you in identifying and taking advantage of your 
core competencies to expand your business operations. 

A core corrrpeterrce is an activity that a 
company does especially well in 
comparison to other internal activities. It 
becomes a distinctive competence if the 
competitors. 

company does especially well in 
comparison to other internal activities 

company does it well in comparison to 
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You should exploit the distinctive competencies to achieve maximum advantage 
in the market. 

What types of competencies can a business develop to gain market share and 
grow? 

Below is a list of competencies 

Prod~~ction based competencies 

0 Cost-eft'ective procurement of raw materials. This is when you can 
effectively negotiate with suppliers to achieve competitive prices. 

0 Production expertise 

Quality production 

0 Statc of the art of equipment 

Marketing based competencies 

0 Experienced marketing personnel 

Competitive pricing 

0 Competitive marketing channels 

Financial management 

Personalized relationships with bankers 

0 I<xccllent cash llow mallagcnlent 

Human Resources Management Competencies 

Good performance management system in place 

Competitive compensation packages 

0 Excellent motivation and colnmunication schemes 
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Organizations can build on their strengths, and come up with competencies that 
can anchor the organization in terms of its performance. 

The importance of distinctive competencies to strategy making rests with: 

H The added capability it  gives a company in going after a particular market 
opportunity; 

1 The competitive edge it  can yield in the market place; 

1 It's potential for being a cornerstone of strategy. 

There is a link between SWOT Analysis and the identification of core 
competencies of your business. Let us go back to the HAJCO's SWOT Analysis, 
and focus on their strengths. IlAJCO's owners after the SWOT Analysis seriously 
considered those elements of their strengths that could be the basis for core 
competencies. With added knowledge of the industry in their region, they were 
able to conclude what are the distinctive competencies in their business. Their 
distinctive competencies will then be aligned with the Key Industry Success 
Factors in order to form the basis for HAJCO's strategic competitive advantage. 
(Please refer to the diagrammatic presentation below to see how HAJCOYs owners 
worked through). 

From the process illustrated, HAJCO's owners identified their competencies as 
follows: 
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I!' co~npetitors lind i t  dilticult to replicate your distinctive competencies, it then 
provides you with a sustainable competitive advantage that is critical for the 
growth of your business I t  is important to note that the key to develop core 
con~petencies is your people and not your assets. What this means is that, you 
should invest in your employees in order to develop distinctive competencies. 
Also, note that to have only core competencies that do not match with key success 
factors is quite disastrous to your business, as your business, then does not have 
any competitive edge to expand business operations. Those with distinctive 
competencies will call the shots in the industry. 

I Using the process mentioned, work through from your strengths identified in the 
SWOT ~nalys is ,  and assess whether you? business has a sirategic competitive 
advantage. 
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4. Chapter Summary 
This chapter explains and applies the main techniques and concepts of strategic 
environmental analysis. Environmental analysis is the process of assessing the business 
environment, both externally and internally. This analysis allows the business to match 
its strengths with the opportunities in the market. The ultimate aim of environmental 
analysis is to identify competitive advantage for the business. Strategic environmental 
analysis provides the core input for the business strategy, and is, therefore, essential for 
business expansion. 

Strategic environmental analysis consists of the following steps: 

1) Assessing the macro-environment (STEEP analysis), 

2) Assessing the industry (or industries) in which your business operates in. (Five 
Forces Model), 

3)  Identifiing Industry Key Success Factors, 

4) Matching external and internal environment (SWOT analysis), 

5) Identifiing core competencies, and 

6) Identifying strategic competitive advantage. 

5. Make an action plan for analysing your 
business environment 

Complete the Action Plan shown on the next page. The Action Plan is usehl when you 
prepare your strategic growth plan where you can have a master action plan for all aspects 
of your strategic management. 
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ACTION PLAN 
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ESTABLISH YOUR STRATEGIC 
DIRECTION 

Chapter 2 looked at the macro and micro environments that influence the operations of your 
business. It emphasized the need for you to understand the environment that you operate within, 
in order to develop appropriate and effective strategic business objectives. The macro and micro 
environment analysis gives you an important background to think ahead about your operations in 
the future. 

In this chapter, four important steps of the strategic planning process are discussed: vision, 
mission, goals and objectives. We will introduce practical tools to guide you to describe what 
business you are in, and how you see the business developing over time. Describing the current 
position of the business is important as a starting point for developing strategies. 

What you will learn in this chapter ... 
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1. What are vision, mission, goals and 
objectives? 
A visiorr and mission try to describe what the 
organization does, and how it sees its role and 
position within society. These form the basis for 
establishing the longer term goals of the 
business. Objectives are a translation of these 
general goals into more specific and measurable 
objectives 

Vision: is a term that encapsulates the 
organization's values and aspirati~ns 
in the most general terms without 
specific statements about 
strategies used to attain them. 

A vision provides a longer term and more general idea of the business. The vision can be 
described as your ultimate goal, your ideal status for the business. I t  is a state of being, and 
provides the basis for setting your mission. 

A vision: 
H Provides a picture of the enterprise in 5, 10 or 15 years with an idea of the 

position of the enterprise in the industry as perceived by its environment 
(customers, suppliers, share holders, society) 
Provides a focus for longer term organizational goals 

H Cannot be realized in the short term, but is sufficiently provocative to be 
achievable and measurable challenge 
Assists to create commitment of individuals in the business 

H Assists to the business to create a better image in the society 

A ~~i s s io r l  broadly o~rtlines what business yo~r 
are in, specifies the organization's future 
direction, and how you 
your customer It 
and the course 
the future. The mission provides the basis for the business goals in the mid-term future. 

A mission: 
H Is result oriented and gives direction 
H Is both concrete and visionary 

H Defines the main activity of the business (the needs, wants of the customer, 
customer segments, denotes which technology is applied) 

H States the future position of the company in the industry 
H States the business' values and philosophy 
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Goals are defined as open-ended statements of planned accomplishments. Goals are 
directly derived from the mission of the company. 

Objectives are specific performance targets or results to be achieved within a certain time 
frame. Objectives convert the goals into targeted results. Objectives can be both longer 
term (approx. 3-4 years) and shorter term (1-2 years) in nature. 

Objectives: 
Are measurable statements either giving general guidance or direction to the 
business or business hnction for the outcome to be realized 

Are result oriented expressions describing a longer term situation 

Need to be linked to the mission, being consistent with other objectives (internal 
consistency requirement) 

2. How vision, mission, goals and objectives will 
help expand your business 
Nobody outside the business requires you to prepare a vision and mission. Preparing them 
can be tedious. So why would one engage in doing this? 

Vision and mission provide the indications of the attitude, outlook and orientation of the 
business. They are important for a variety of reasons: 

They crystallize top management's own views about the firm's long-term 
direction and make up 

They help to keep the direction, and to maintain related actions of lower level 
managers on the right path 

They convey an organizational purpose, and identity what motivates employees to 
do their best 

They help an organization to prepare for the hture  

Filters into the customer base' a business with a visionary purpose' 

Most importantly, the vision and mission provide the basis for general goals, which can 
then be translated into measurable objectives. 
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Longer term goals and objectives are important to ensure achieving sustained growth and 
profitability. Without longer term goals and objectives, the business may adopt a short 
term, day-to-day approach to business, thus only reaping the benefits as they come 
without investing in the most appropriate longer term opportunities. 

An often repeated adage says that, "if impoverished people are given food, they will eat it 
and remain impoverished; however, if they are given seeds and tools and shown how to 
grow crops, they will be able to improve their conditions permanently". 

The same choice applies to the business: 

1 .  Should it eat the profits gained and cut costs where possible by paying lowest wages, 
lay off people in times of lower product demand, and exclude investments in 
Research &Development? 

2. Or should the business sow the seeds i n  an effort to reap long-term rewards by 
reinvesting profits in growth opportunities, committing resources to employee 
training, and build the value of the business? 

While in reality, businesses often practice 'strategy' above (option one), a growth 
orientation demands to pursue the second option. Measurable objectives will, and then 
help as a starting point to devise the strategy accordingly. Without objectives, the business 
will not be able to strategize and follow option two. It will by default only be able to 
follow option one. 

How to assess your current business and 
ideas for the future 
This section will assist you in developing your vision, mission and longer term goals and 
objectives. 

3.1 Develop a vision 
A vision is like a dream. It is a rather soft and seemingly a non-managerial tool. 
This may discomfort both the visionary and those vision impacts on. Yet, it is an 
important starting point in strategic development. You, the entrepreneur, may 
have a dream of what you see this business to be, and to achieve in the longer 
term, and the reason of its existence. This dream guides you in your business 
operations. I t  is this dream that will give the entrepreneur the drive and energy to 
bring the business towards what he or she probably had intended it to be from the 
outset. The vision provides the organization with a forward looking, idealized 
image of itself and its uniqueness. The vision becomes, then the view of how 
things can be. As an entrepreneur, instead of keeping this dream for you, it is 
important that this dream is expressed in writing. By explicitly formulating the 
vision, it gives the members of the business a sense of pride and purpose that 
instils a spirit of uniqueness, and a higher level of motivation that allows the 
business to function at a higher level than was previously thought possible. Staff 
will have the feeling that they are part of something important, that they are part 
of a place where things are happening. 
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A vision has a clear link to leadership. By having the vision clearly outlined, the 
entrepreneur has the chance to instil leadership on the business. The leader of the 
business can share his dream with the business, and if it is a convincing dream, 
which the staff believe in, they will become followers and expediters for this 
dream to become reality. 

Having dreams and a sense of purpose is important to all individuals. Having a 
dream and believing that it can be realized provides the basis for self-confidence. 
This self-confidence will then provide the ability and willingness to mobilize the 
energy required to realize the vision. 

Many companies only prepare a mission. Not preparing a vision is a missed 
opportunity to share the dream, create leadership and the commitment to achieve 
more. Most companies that assumed global leadership during the last 30 years 
were those with longer term ambitions that were out of all proportion to their 
resources and capabilities. 1 

Apple computers started the business basically in the back of a house. The 
inceptors were of the opinion that the user-friendliness of computers at that time 
was low. All applications at that time were still DOS-based. They had a vision of 
easy-to-use computers through a 'what you see is what you get' application with an 
on-screen mouse whereby users could easily start and modify files and 
applications. Today that is what we all use on our computers. Apple computers 
realized this superior technology and, a s  a result, a fast market growth world-wide. 
The mainstream computer software companies such as  Microsoft, losing market 
share, then had to copy the design and to apply it onto the DOS-operated systems. 

The vision could include: 

What business the organization is in (products, markets or technologies) 

How things can be done better 

How it will go about the business as an organization 

What the organization's 'reason d'etre' is 

A state of being for the business in the longer run 

1 Hamel and Prahalad, 1989 

57 
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Since the creation of a vision is a creative act, there is no standardized framework 
on how to prepare a vision. Generally, the leader would design a vision through 
solitary introspection, as the business is his creation and his dream. It can, also 
occur through interaction between a group of leaders, or through interaction 
between a leader and the followers. The vision can emerge suddenly and 
holistically, or slowly and incrementally through interaction with others. It can be 
fixed or shift over time, but is always future oriented, involves a high degree of 
success and ambition, is relatively stable and is inspirational. The vision involves 
the audience through dynamic interaction during or after it has been prepared to 
create ownership and excitement. 
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Finally, the design of the vision is based on a proactive strategic planning 
approach that is based on the assumption that you are not just reacting to your 
environment, but believe that you can influence and determine your own future. 

Taking into account your own ideas and preferred approach to the design of your 
vision, it is now time to formulate the vision for your growth oriented business. 

Prepare your vision: 

3.2 Develop a mission 

The mission has a time-span of a few (3-5) years. It is result oriented, and gives 
direction. The mission tries to answer four primary questions: 
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What filnction(s) does the business perform? 

For whom does the business perform this function? 

I-low does the business go about filling this function? 

Why does the business exist? The' why' is drawn with a heart to indicate that 
i t  is important that the business owner has a strong motivation for doing his 
business. The entrepreneurs should be able to answer the question 'why' with 
passion 

These main questions can also be listed in a somewhat longer, but more complete 
list of what the mission should preferably contain: 

The business you are in 

What needs you try to satisfi 

Which customer group yo11 are targeting 

Which technology you will use 

Which functions you will perform to serve the target market 

The company's policy / philosophy 

What the future position of the business is expected to be 



STRATEGIC MANAGEMENT -- 

Does the above HAJCO'S mission cover the various questions posed above? 

. . .. . . . . ..... .. ,.. ,.. .- .. .. - .. . .. .. .. . - - 

Now prepare your own mission. In preparing your mission, remember that the 
mission should not be too long, and should have clear contents and direction. 

Develop your mission 

Once the mission has been developed, it also needs to be effectively used in the 
business. Here are some often made mistakes with missions: 

H The mission exists, but is not available or known by the employees 

H There is inconsistence between mission and behaviour: 

0 mission is known, but management acts in a contradictory way the 
mission 

0 The mission is known, but staff behavior that contradicts with the mission 
is allowed by management. 

These behaviours indicated will jeopardize the impact and use of the mission in 
strategizing achieving your growth goals. 
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In order to ensure that everyone is aware of and regularly reminded of the mission 
of the company, some companies also prepare a 'mission statement'. A mission 
statement is a short version of the mission which is communicated to all 
stakeholders of the company, such as employees, customers and others. Usually,. 
the mission statement is printed on the wall, in the production area, in'meeting 
rooms etc. This is to remind everyone of what the business is and tries to do. 

You may wish to develop a mission statement for your own company and depict 
it in places where stakeholders, in particular employees and clients, can easily see 
it. Do ensure that you practice what you preach, otherwise your business will 
develop a bad image, and your employees and customers will not take the 
business seriously any longer. 

3.3 Develop goals and objectives (long term, 
short term, quantitative, qualitative) 

This section will assist you in preparing your longer term goals and your 
objectives. You may recall that objectives are specific performance targets, or 
results to be achieved within a certain time frame. 

In order achieve measurable objectives; you first need to define more broadly 
your goals. These goals are derived from the mission. 

Once you have defined' your goals, you can then continue with defining your 
longer and fbnctionaVshorter term objectives. The long term objectives are 
targets or expected results, to be achieved over a long period of time. 
Subsequently, the anticipated long term result identification will allow you to 
determine the more specific hnctional/short terms results or objectives. 
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a) Value of setting objectives 

Substitutes purposeful strategic decision-making for aimless actions 
and confusion as what to accomplish. 

Provides a set of benchn~arks for judging the business's performance. 

Spells out business objectives in measurable terms, allowing holding 
managers accountable for reaching assigned targets within a specified 
time frame. 

Long term goals and objectives, therefore, serve two purposes: 

H Setting targets pushes the entrepreneur to take actions now, and achieve the 
ultimate long term objectives later. Goals and objectives, therefore, promote 
all acti011 orientation. 

H Long term goals and objectives assist in the subsequent definition of shorter 
term objectives and actions, therefore, promoting a logic framework for 
coordinated action in the business to achieve long-term goals. 

b) Types of goals and objectives 

Objectives can be distinguished in quantitative and qualitative terms. 
Usually, the business will have both shorter and longer term goals and 
objectives. 

The most important objective, at least for commercial businesses, is likely 
to be creating profit for its owners or maximizing shareholder wealth. A 
principal measure (objective) for success in this area would then be the 
firm's return on investment (ROI). 

The danger in relying too strongly on ROI is that it may create pressure to 
focus too much on the short term benefits, often at the expense of long-term 
benefits. To help the business guard against this possible problem, it is 
recommended that the firm develops secondary objectives in a number of 
areas. Areas where the firm may develop goals and objectives are: 
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Profitability: The company is likely to have a profitability objective. 
Particularly for a growth oriented company, focused on maximizing 
investor value, this is important. Usually, this objective is set in terms of 
earnings per share or return on equity. 

Customer orientation: This is a less common but an important objective 
specifically geared toward customers. If satisfjling customers is high on the 
priority list then, it might make sense to include this objective here. 
Objectives could be related to client satisfaction with products and afier 
sales services, time lead before communication to clients, percentage of re- 
buy by clients and the like. 

Productivity: Normally companies set a profitability objective, as an 
improvement of productivity (the inputloutput relationship) will lead to 
increased profitability. Normally this would be the number of items 
produced, or the number of services rendered per unit of input. Productivity 
objectives could also be formulated in terms of desired cost decreases, for 
example, through reducing the number of defective items, a reduction in 
number of customer complaints or a reduction of overtime work. 

Internal structuring: Objectives could be set on strengthening the internal 
structure of the organization, e.g. on logistics, client information, 
delegation, etc. resulting in higher personnel and client satisfaction, and 
more time for dealing with management tasks. 

Coa~petitive position: Business success can be measured in terms of the 
position in the marketplace. Total sales or market share are measures of 
competitive position. A qualitative objective here would b i  an increase in 
ranking within the industry, for example moving from the third to second 
position as a provider in a particular industry. Here, one can also include 
longer term goals on intended market segmentation. 

Physical and financial resources: The business may require a basis of 
equity, liquidity and solvency, requiring suficient property and long term 
assets, sufficient working capital etc. The business may formulate goals and 
objectives in this area to be achieved for long and short term financial 
health and stability. 

En~ployec development: Employees value growth and career opportunities. 
Providing such opportunities increases productivity and decreases turnover. 
It may be sensible to include a staff development objective in the long term 
plans (e.g., developing highly skilled and flexible employees for high 
quality products and higher productivity). 

Employee relations: Strategically oriented entrepreneurs seek good 
employee relations as part of the longer term strategy and continuity. 
Productivity is linked to employee loyalty and to perceived management 
interest in workers' welfare. This calls for objectives to improve employee 
I-clations tliro~~gli saf'cty p-ogra~i~s and other job quality programs. 
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Technology and innovation: The firm will need to decide what technology 
it will employ in the market and whether it is leading or following in 
technology. Both leading and following in technology can be a successfbl 
strategy, depending on the specific situation. 

Public responsibility: As part of a longer term continuity strategy, it is 
important to recognize the responsibility of the company towards customers 
in particular, but also towards society at large. These objectives relate to 
customer expectations, meeting government laws and regulations, good 
citizenship, e.g. contributing to community development, etc. 

c) Steps in formulating goals and objectives 

Step 1) 
Based on the above listing, identi@ areas where you would want to 
develop longer term goals. Link the identification of goal areas to your 
vision and mission so as to make the right selection. 

Step 2) 
Consider what it is you want to achieve in the next 3-5 years within each 
area selected. Identi@ specific outcomes or results. Ensure they are in line 
with your vision and mission. 

Step 3) 
Prepare the written objectives. Check the objectives with the below 
SMART criteria. 

Setting SMART objectives 
This is a test to ensure that an 
objective is clear and removes 
confirsion of what is to be 
achieved, when you are setting 
objectives subject them to a 
SMART test. An acceptable 
objective should be specific, 
measurable, achievable, 
realistic and has time frame for 
accomplishment 
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The following is an, example to demonstrate the linkage between mission, 
goals and objectives and how one could go about the formulation of the 
goals and objectives: 

Mission 
The company is dedicated to provide its customers with a wide 
selection of quality merchandise, competitively priced with a high 
level of after sales service. For our share holders, we strive for 
optimum long term return on capital through steady profit growth and 
prudent asset management 
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Hana Juice Company (HAJCO) Ltd. 
Continued from the previous page ... 
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Hana Juice Company (HAJCO) Ltd. 
Continued from the previous page ... 

I Continued on the next page ... 
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Hana Juice Company (HAJCO) Ltd. 
Continued from the previous page ... 
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CASE STUDY 
Hana Juice Company (HAJCO) Ltd. 

Continued from the previous page ... 

The development of the different types of goals and objectives for Mr. 
Jameel is quite elaborate, as you may have noticed. This has been done so 
that, you can see how objectives can be developed for each possible type It 
is possible that you do not have objectives for some of the functions. That 
depends on your vision and mission, and where the priorities are in your 
business to achieve your growth objectives. 

With the information from this section and the example of HAJCO 
Industries, now try to set your own longer as well as hnctional and shorter 
term objectives. When you have completed the exercise, you can select the 
functional and shorter term objectives that are relevant to marketing, HRM 
and finance and transpose them to those modules. Chapter 1 of each module 
provides you space to do so. The objectives for those hnctional areas will 
then help you to design your personalized filnctional growth plan. 
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y using the following table, prepare your goals, longer term objectives, and you 
mctional and shorter term objectives in light of your mission statement. 

Profitability 

Customer 
orientation 

Profitability 

Customer 
orientation 

Profitability 

Customer 
orientation 

Continued on the next page ... 
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Continued from the previous page ... 

Productivity 

lnternal structuring 

Competitive 
position 

Physical and 
financial resources 

Productivity 

Internal structuring 

Productivity 

lnternal structuring 

Competitive 
position 

Competitive 
position 

Physical and 
financial resources 

Physical and 
financial resources 

Continued on the next page ... 
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Continued from the previous page ... 

Employee 
development 

- -- 

Employee relation 

Technology and 
innovation 

Public 
responsibility 

Employee 
development 

Employee 
development 

Employee relation 

-- - -- 

Employee relation 

Technology and 
innovation 

Technology and 
innovation 

Public 
responsibility 

Public 
responsibility 

Continued on the next page... 
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Chapter Summary 

This chapter explains how to develop a vision, mission, goals and objectives, 

The vision is the dream or long-term view of the entrepreneur on what the business aims to 
achieve. It provides a picture of the company in 5, 10 or 15 years with an idea of the 
position of the company in the industry as perceived by its environment. 

The mission is mid-term in nature, is more concrete, is result-oriented and gives direction. 
The mission also, defines the main activity of the business, the customer group and 
customer needs it satisfies, the technology used and the business' hture  position in the 
market. 
The process of developing a vision and mission can be tedious. There is no standard recipe 
on its preparation. The business owner usually prepares a vision. The mission is usually 
prepared as an effort undertaken by the owner with inputs by selected employees or 
fiiends. 

Preparing a vision and mission is important as it sets the stage for the development of the 
strategy. Without vision and mission, it is almost impossible to develop goals and 
ob~ectives. Without these, the business will aim for short term gains, and not achieve long 
term, sustainable growth. 

Some companies prepare a mission statement. This is a short version of the mission, meant 
for communication purposes to its main stakeholders, such as its employees and 
customers. Communicating the business' mission is important as it allows stakeholders to 
understand the main values and ambitions of the business. Employees need to understand 
the business mission to understand what is expected from them. Custbmers will be 
interested in knowing the mission statement, as it will allow them to understand what they 
can expect from the business. It is crucial that a mission statement is adhered to. Nothing is 
more detrimental to the business than customer promises that remain unhlfilled. 

Goals are open-ended statements of planned accomplishments. They are directly derived 
from the company's mission. Objectives are measurable performance targets or results to 
be achieved within a certain time frame. Objectives should meet the SMART criteria, that 
is, Specific, Measurable, Achievable, Realistic, and Timeframe for accomplishment. 

Objectives can be longer term and shorter term and be general (e.g., specifying profit 
objectives) or related to specific business functions (e.g., HRM, marketing, etc.). An 
emphasis on profit only could lead to a short term shareholder 1 owner wealth increase 
orientation which may affect the longer term growth of the business. Therefore, it is 
important to formulate various types of goals and objectives that put the business 
responsibilities and growth performance in a broader context. 

Areas for goals and objectives setting could include: profitability, customer orientation, 
productivity, internal structuring, competitive position, physical and financial resources, 
employee development, employee relations, technology and innovation, and public 
responsibility. 
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5. Make an action plan for establishing 
your strategic direction 
Complete the Action Plan shown on the next page. The Action Plan is usefil when you 
prepare your strategic growth plan where you can have a master action plan for all aspects 
of your strategic management. 
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ACTION PLAN 

OBJECTWE A C m r m E S  TIME FRAME RESPDNSIBltIN RESOURCES COMPLETED 
(What to achieve?) (What should be done?) (When it should be done?) (Who shouid do it?) [How it should be done?) 

START I END 

I I I I 
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FORMULATE YOUR GROWTH 
STRATEGY 

Chapter 3 looked at establishing the strategic direction of your business by setting your vision, 
mission, goals and objectives. I t  emphasized the need for you to understand your strategic 
objectives in order to develop appropriate and effective strategies that comply with your mission. 
The strategies you adopt give you an important background to think ahead about your business in 
the future. This chapter builds on the previous chapters by assisting the growth-oriented 
entrepreneurs (GOE) in finalizing the overall strategic thrust of the growth-oriented business. 

What you will learn in this chapter 
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I. What is a competitive strategy? 
In  chapter 2, Mr Jameel identified his core con~petencies and distinctive competencies. 
Uistmctive competencies are those competencies that your business possesses that make 
you achieve better results compared to your competition If these competencies are 
maintained and sustained over a long period of time, then they become a source of 
competitive advantage for your business 

Before defining what a competitive strtrtegy 
is, it is important to recall what strategy is all 
about. Strategy is the comprehensive plan that 
sets direction towards achievement of set 
goals and objectives. Growth-oriented 

Strategy: is the comprehensive plan that 
sets direction towards achievement of set 
goals and objectives. I 

enterprises need strategies to achieve growth objectives, and to pursue the organization's 
mission. 0b.jectives have been developed in chapter 2. Specific strategies to achieve those 
objeclivcs already enlerged in the previous chapter as an outcome of the SWOT analysis. 

However, what is still missing now is the overall strategic direction of the business to 
achieve those growth goals. The overall strategic direction is the broad overarching 
approach the business adopts in order to build on its distinctive competencies /strategic 
advantages, so as to make those into sustainable competitive advantages. Hence, there is a 
need for an overall strategy that gives the strategic thrust for successfUl competition, 
increase in market share and business growth. 

Essentially, a company has two basic choices. The first relates to the product. In relation to 
the product, a company call decide to offer a standard product or a product that is different 
to what colnpetitors oll'er, illat is, a dill'erentiated product. 'The second choice relates to the 
market. A company can decide to offer a product to the entire market or to a segment of 
the market, i e., a particular customer group. If one combines these two options that gives 
the following four generic strategies: 
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A low cost strategy an entrepreneur adopts to achieve the low(est) cost in production by 
striving to be an overall low-cost provider of a productlservice that appeals to a broad 
range of customers. 

. - - - - - - - - - - 
I 

You must realize that the strategic target is law cast relative to 
competitors, not absolute low cost. 

I 

A differentiati011 strategy: an entrepreneur offers a product (or service) that is different or 
perceived to be different by the customer from a standard product available on the market. 
It implies adding value to the product. It seeks to differentiate the company's product 
offering from rivals in ways that will appeal to a broad range of buyers. These become 
attraclive when buyers' needs and preferences are too diverse to be hlly satisfied by a 
sla~idard product. 

Focused or market niche strategy based 011 lower cost: an entrepreneur adopts to offer 
products to a narrow buyer segment and out-competing rivals on the basis of lower cost. 

Focused or niarket niche strategy based on differentiation: an entrepreneur adapts to 
offering niche members a productlservice customized to their tastes and requirements. 

Stuck in the middle! 

The above four strategies indicate that one would have to choose one of them. Many 
companies have tried to combine some of the above strategies. Porter called this being 
'stuck in the middle'. The logic behind following one generic strategy is that a strategy 
aimed at achieving cost leadership precludes the capital investment required for a 
differentiation strategy. Porter argues that the middle of the road is not possible and leads 
to below-average performance. There is, however, evidence to suggest that firms 
combining a low cost and differentiation strategy can be successhl. Honda, for example, 
opcralcd on a low cosl (and low price) strategy for substantial time, but gradually 
diflerentiated its products successhlly Volvo operated for a long time on the basis of a 
diferentiation strategy (high quality specific features at a premium price), but gradually 
introduced a low cost strategy with more straightforward cars produced at low cost. 

Nevertheless, being clear about one's generic strategy is important as it provides the basis 
for the way a business positions itself in the market. 
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How a competitive strategy will help your 
business to expand 
The overall thrust of strategic management is the growth and expansion of your business. 
One of the critical considerations is the development of a competitive strategy that sets 
you apart from the players in your industry. The competitive strategy will assist in the 
following ways: 

Choosing one of the generic strategies will ensure your entire business has a 
strategic focus 

Choosing one generic strategy allows the business to be different from other 
businesses in the industry and, therefore, allow the business to compete 
successfidly and achieve growth 

Choosing one generic strategy ensures that the business has a continuous focus on 
satisfjling customer needs, as all our strategies are based on the principle of 
'putting the customer first' 

Choosing one generic strategy enables business to align its more specific 
strategies as emerging from its SWOT analysis in line with the overarching 
strategy, therefore, ensuring that no specific strategies will be contradicting each 
other 

Choosing one generic strategy ensures that the business focuses on gaining a 
sustainable competitive advantage in the market, and focuses on its distinctive 
competencies , 

Choosing one generic strategy encourages the business to review its strategy, and 
ensure it is still meeting the needs of the market by keeping the customers 
satisfied. 

How to apply the competitive strategy 
approach 

Successfi~l growth of your business is dependent on having a competitive strategy that 
provides a clear direction on the specific types of strategies (resulting from the SWOT) 
that are crafted in line with the overall long and short-term objectives (as identified in 
chapter 3). The clarity of the competitive strategy is an important landmark in the 
successhl development of a sustainable strategy that will result in the growth of your 
business and an increase in the market share. This section will focus on how to develop a 
competitive strategy for your business. 
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Businesses might find it difficult to choose a generic strategy. Sometimes, a low cost 
strategy, differentiation strategy or one of the focus strategies all sound attractive. It is 
clear from the above that one has to make a choice. What should be the way to choose? 
The choice of a generic strategy depends on the industry success factors identified in the 
last chapter, and more importantly, on the distinctive competencies of the business. In one 
industry all four strategies could be applicable. For example, one could imagine that the 
soft drinks market in a particular country could have the following types of businesses: 

A cost leader producing a fairly cheap standard drinks that is consumed by a wide 
range of the lower-end customers in the country 

A few soft drink companies producing branded juices supported by branding 
campaigns to a wide range of customers 

A soft drinks company with a cost focus producing a low cost Juice for a specific 
market niche 

A few more up-market special fresh juices, marketed at specific target groups of 
consumers who appreciate healthy fresh juices with no additives. 

nased on the industry sllccess factors for the soft drinks industry, one could have different 
companies choosing one of the mentioned generic strategies to compete with in the 
~narket. The choice of the generic strategy for each company would be based on the 
distinctive competencies, which provide for the competitive advantages. After all, these 
are the competencies the individual business possesses vis-a-vis its competitors. We 
already identified our distinctive competencies strategic advantages in chapter 2. These 
can now be used to identify the most appropriate generic strategy for our business. Let us 
first look at the example of HAJCO, and how Mr. Jameel decides on the generic strategy 
to be pursued for his business. 

Follow the steps pursued by Mr. Jameel to identify your generic strategy. The results of the 
assessment are in the box that follows. 



STRATEGIC MANAGEMENT 



STRATEGIC MANAGEMENT 



STRATEGIC MANAGEMENT 

Make an initial assessment of the generic strategies for your own enterprise 

a) Formulating a competitive strategy 

Having carried out an initial assessment of the generic strategies it is now possible to 
match each of the strategies with HAJCO's owners' strategic advantages and 
industry's key success factors. As you recall from the previous chapter, we attempted 
to match HAJCO's owners' distinctive competencies with the key industry success 
factors as a condition for achieving competitive advantage. 

This is illustrated in the next page: 
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I Continued on the next page ... 
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I Continued on the next page ... 
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I Continued on the next page ... 
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Using the steps outlined in the development of a competitive strategy for HAJCO, 
develop a competitive strategy based on Porter's generic strategies for growing your 
business. Draw your own conclusion on the various strategies, and choose one 

I based on thorough assessment and evaluation. 

b) Checking the SWOT strategies against the chosen 
generic strategy 

Having chosen a long-term generic strategy, it is important to review the more 
s ecific possible strategies that come out of the SWOT analysis earlier. Some of 
t 1 ese strategies may be important beca~~se they match well with the chosen generic 
strategy, but some of these strategies may also, not match with the chosen generic 
strategy. Ensure that those that do match well are emphasized and those that don't are 
crossed off 
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c) Checking the goals and objectives against the 
chosen generic strategy 

I n  the same way as above, after having chosen the generic strategy, it is necessary to 
check also the longer and shorter term objectives, and review whether the objectives 
are in line with the chosen generic strategy. If certain objectives are not in line with 
the generic strategy, you have to eliminate them, or if you feel important objectives 
are missing, add them now. 

4. Chapter Summary 
A generic strategy is that overarching strategy that combines the distinctive competencies 
and strategic advantages ol' the business, and positions the business in the market, 
distinguishing it from its competitors. 

A business that wants to achieve growth needs to make a choice of one generic strategy. 
Two basic choices influence the choice for a generic strategy: 

A standard versus differentiated product. 

A wide market approach or an approach, to sell to a specific niche in the market 

Combining these two features gives four generic strategies to choose from: 
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A low cost strategy: an entrepreneur decides to achieve the low (est) cost in production by 
striving to be an overall low-cost provider of a productlservice that appeals to a broad 
range of customers (relative to competition) 

Differentiation strategy: an entrepreneur decides to offer a product (or service) that is 
different 01- perceived to be different from a standard product available on the market. It 
ilnplies adding value to the product I t  seeks to differentiate the company's product 
otyering from rivals in ways that will appeal to a broad range of buyers. 

Focosed or market riiclie strategy based on lower cost: an entrepreneur decides to offer 
products to a narrow buyer segment and out-competing rivals on the basis of lower cost. 

Focused or market riiclre strategy hased on differentiation: an entrepreneur decides to 
offer niche members a productlservice custo~nized to their tastes and requirements. 

Whilst the above classification is not rigid and a business can make choices for various 
qualitylprice product offerings in the market, the fact remains that it is important to 
identie a generic strategy in order to distinguish the business from others in the market, 
and in order 'not to get stuck in the middle'. Uniqueness is crucial if a business aims to 
grow. 

The success of the business is, therefore, dependent on having a generic competitive 
strategy in place that provides a clear direction for the subsequent specific types of 
strategies formulated (based on the SWOT analysis) and in line with the overall long and 
short-term objectives. 

5. Make an action plan for formulating your 
growth strategy 

Complete the Action Plan show on the next page. The Action Plan is usehl when you 
prepare your strategic growth plan where you can have a master action plan for all aspects 
of your strategic management. 
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ACTION PLAN 
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ACTION PLAN 
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IMPLEMENT YOUR STRATEGY 

So fa-, your analysis has developed the main components of your strategy. 

You started with assessing your environment. Macro-environment (STEEP-analysis), industry 
analysis (Five Forces Model) and the link with the internal business environment (SWOT 
analysis) were analysed The SWOT analysis led to the identification of specific strategies. 
Based on the analysis, Key Industry Success Factors, core competencies, distinctive 
competencies and strategic competitive advantages were subseqi~ently identified. 

You were then, taken through an exercise of setting your vision, mission, goals and objectives. 
The latter were divided between longer term and shorter term / functional objectives. 

In the last chapter, you were then, taken to the process of identifying the best fitting generic 
strategy for your business in order to generate a sustainable competitive advantage. 

What do we do now with all these components for your strategy? This chapter will build a bridge 
between the strategic work done so far and the subsequent modules on Strategic Marketing, 
Strategic Human Resource Management and Strategic Finance Management. 

What you will learn in this chapter ... 
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I What is strategyimplementation? 

In this chapter, you will focus on how to 
translate strategies into action so that; you will 
be able to achieve the growth objectives set in 
chapter 3.  

Itrtpletrretrting a strategy is done through a 

bringing strategy into action. Strategy 
implementation deals with the actions 
required to achieve set goals and 
objectives. 

col&erted process. This is necessary, as it would not be possible to achieve 
objectives without structured actions. With ad-hoc actions, a strategy would not be 
i~nplenlented well, and growlh 0b~eclives wo~rltl not be acllieved. 

Yo~il- business in its entirety is the vehicle to implement actions and achieve growth. That 
is, why we need to look at all important components of your business to ensure that they 
are well tuned to implenient the actions required for achieving growth. Your business is 
like the human body; if it  doesn't function weJl actions cannot be implemented well and 
objectives are not achieved. We need to look at its components and ensure they are all 
worki~ig to achieve the same objectives. These main components or functional areas are: 
marketing management, human resources management, and finance management. The 
approach of this program is, therefore, to ensure that the firnctional areas are able to 
inq)len~ent their part of the strategy. 
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This programme is elaborated for your business to design a strategic growth plan. This 
growth plan then becomes  he plan to achieve business growth. The growth plan consists 
of four interrelated growth plans. one for strategic management and one for marketing, 
1 IItM and finance nmagement respectively Together, these growth plans form the 
strategy for yoirr busi~~ess 'I'hey are the roads to success. They need to be accompanied by 
action plans to spell out who is going to do what and when. The action plans are the 
timetables to ensure that the growth plans are implemented so that objectives will be 
achieved 

We can illustrate this in the lbllowing diagram: 
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If you have completed the exercises in this module so far, you have completed the main 
parts of your Strategic Crowill Plan included in chapter 6. This plan forms your overall 
strategy You will ilse it  as tlie basis for developing the functional strategies of growth 
plans in the other niodilles. Every other module has an action plan included that you 
complete alter you have completed tlie f~inctional growth plan Once you have completed 
all g~owth plans and action plans, you are ready for the implementation of your strategies 
tlirough your action plans 

The fimctional growth plan and accompanying action plan together form the fimctional 
strategy. If you have a lirnctional manager, you may want to make Iiim responsible for tlie 
successful i~nplementation of the plan. 

If all goes well, you should ultimately achieve your growth objectives as identified in this 
module. Based 011 your actual ncliievement, you can then, if necessary, adjust or renew the 
strategies, subseql~ently adjust or renew objectives, and revise or prepare new growth and 
action plans. In this way, strategic management becomes a cycle leading to business 
growth. 

2. How strategy implementation will help your 
business to expand 
The i~nplementation of your strategy is a precondition for achieving your growth 
objectives Without action plans, there is little chance that your growth plans will be 
implemented 'rhc world is fill1 of nice plans, many of which have only been prepared to 
gather dust Action planning and iniplenientation are crucial elements for business success. 
Action planning and implementation will help you to identitj/, which actions are to be 
taken, who is responsible for their implementation, and when they should be completed. 
Consequently, action planning will make the life of the entrepreneur substantially easier. 
Tasks will have been delegated to achieve the growth objectives. Action plan 
implementation becon~es a joint responsibility and the chances are that achieving the 
growth objectives is seen as a shared challenge by all staff. This in itself will enhance the 
chances of achieving the objectives and being successhl. 

3. How to implement the strategies 

You have developed your strategies. Your strategic growth plan in chapter 6 is ccmpleted. 
You are then almost ready to proceed with the functional modules. 

The last thing to do before proceeding is to complete your objectives where you haven't 
done that yet: What lo do next with the strategies developed in this module? 
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Do ensure that you have set objectives for all relevant functional areas. 

Also, do ensure that you have reviewed the objectives carefillly after doing your 
environmental analysis (STEEP analysis, Five forces model analysis, SWOT analysis). 
If you feel that adjustments were required, but they have not been made yet, do ensure 
you make then1 now before you proceed. 

Make sure you have cross-checked the strategies emerging from the SWOT analysis 
with the chosen generic growth strategy. Identifi those SWOT related strategies that 
you want to implement to ensure that they are in line with the generic growth strategy. 
Also, ensure you have I-eviewed your goals and longer and shorter term objectives. 
Where required, include goals and objectives for the relevant SWOT related strategies 
that match with the generic growth strategy. Conversely, eliminate those SWOT 
strategies which are not in line with the generic strategy. 

Clicck whether the design of  the growth strategy in the previous chapter resulted in the 
identification of additional areas that require attention. If so, formulate objectives for 
these areas as well. 

Finally, check whether all objectives are in line with the generic growth strategy 
chosen. 

By including all areas of work in a complete set of objectives, you are ensuring yourself 
that you have a 'cliecl~list' of objectives in place, that will help you to develop growth 
plans and action plans. By having a con~plete set of objectives, you do in fact have the 
starting point for the implementation of action following the strategies you identified. It is, 
therefore, no longer required to pursue those individual strategies separately. They should 
come back in your functional growth plans and action plans. 

Once you have done all of the above, you review the shorter term 1 functional objectives. 
All objectives that could be relevant to one of the functional areas, you rewrite in relevant 
sections of those respective modules These now are the objectives to be achieved as the 
outcome of the work in that area. For example, if you have included as a functional 
objective in the area of marketing 'the introduction of two new products this year', then 
you rewrite this objective in the chapter 1 of h e  Strategic Marketing Module. Objectives 
related to sales or profit expansion should be included in the Strategic marketing modules. 
When you have done this for all relevant objectives, you then have your functional 
objectives ready The purpose of going through the functional module now, is to achieve 
these objectives 

If you have done the work in this module well, that is most of what there is to do right 
now. The strategic module in itself has no action plan, and is merely meant for you to 
prepare your strategy and objectives. Therefore, no hrther actions in the area of strategy 
are required in order to achieve your growth objectives, other than monitoring your 
business performance and monitoring whether you are on track with the implementation of 
your plans. 
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What is the exact aim of the functional 
modules? 
The functional modules will assist you in designing the functional growth strategies and 
action plans required to achieve the objectives you have written down. In the end, it is, 
therefore, through the main business functions that you will achieve your business growth 
objectives. The strategic management function is merely the initiator and monitor of the 
process. 

The fiinctional modules will also at times force you lo make choices. What should your 
organization structure look like? Should some of the staff receive performance based 
remuneration or not? These and many other questions depend on the generic growth 
strategy chosen in this module. If you have chosen a low cost strategy, in many cases you 
will need to make a choice for a low cost option. If you have chosen a differentiation 
strategy, you will make these choices such that they enhance the quality and value added 
of your products. If you have chosen a focus or niche strategy, in many cases, your choices 
will be related to effectively reaching and serving your market niche. The generic strategy 
therefore is a crucial underlying approach to your business operations that will guide you 
in the further design and execution of your business functions. 

Therefore, the objectives and the generic growth strategy together will influence the design 
of the hnctional growth plan and action plan. 

Chapter Summary 
This chapter creates the link between the strategic management module and the other 
modules on Strategic Marketing, Strategic Human Resource Management and Strategic 
Financial Management. 

This module has assisted you to craft strategies for your business. They include a vision, 
mission, goals and objectives, competencies and competitive advantage, and a generic 
strategy for the business. 

Based on these efforts, it is then possible to commence the preparation for the 
implementation of the growth strategies. The strategies are implemented in hnctional 
areas only. The strategic management module is only the initiator and facilitator of the 
process, but is in itself not operational in nature. 

Rased on this nlodule, you will then be able to develop growth plans for each of the 
functional areas in your business. You will also, need to develop an action plan for each 
fiinctional area. The growth plan and action plan for each function forms the growth 
strategy for that function. After having prepared these strategies for all hnctions, you have 
prepared your entire growth plan. You are then ready for implementation. 

Preparing a fiill set of longer term and shorter term objectives need to be complemented on 
the basis of the environmental analysis, the SWOT analysis (and resulting possible 
strategies), and generic strategy. I t  is also, important to check whether all objectives are in 
line with the chosen generic strategy. 
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'I'hen, the objectives can be transposed to the respective module. By having a complete set 
of objectives, one can be assured that one is not missing out on essential strategies to be 
pursued l h e  objectives are the end results to be achieved in the respective functional 
areas The growl11 plans and actions plans to be prepared in the functional modules, then 
are the '1001s' and implementation plans in order to achieve the growth objectives. The 
chosen generic strategy forms an overarching approach that constantly needs to be kept in 
mind Many growth plan applications will depend on the generic growth strategy chosen. 

'rhe reader will be reminded in the functional modules of the implications of the generic 
strategy chosen as and when relevant. 

6. Make an action plan for implementing 
adopted growth strategies 

Complele the Aclion Plan show on the next page. The Action Plan is useful when you 
prepare your strategic growth plan where you can have a master action plan for all aspects 
of your strategic management. 

. . . - - - . . . - -. . - . . - - - - - - - - - - - 
-/------ I You can find the forms for preparing your Action Plan in the 

Strategic Growth Plan. 
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STRATEGIC GROWTH PLAN 

What you will learn in this chapter ... 



STRATEGIC MANAGEMENT 

1. What is a strategic growth plan? 

A strategic growth plan is a longer term business plan that sets out the business growth 
objectives, as well as the niain strategies to achieve those objectives. 

This module has ainied at developing the ingredients of this growth plan. In this chapter, 
the Growth Oriented Entrepreneur (GOE) will be enabled to complete the strategic growth 
plan based on the previous chapters. 

How the strategic growth plan will help the 
business to expand 

The strategic growth plan, once completed, will set the growth objectives for the business 
for the conling years. The growth plan also sets the main strategic approach to achieve the 
set objectives through a generic strategy. llaving the strategic growth plan completed 
means, that the business will have the main course identified to achieve its mission. The 
strategic growth plan enables the entrepreneur to organise the business accordingly, to 
commence with the preparation and implementation of functional growth plans and action 
plans. Without the strategic growth plan, the business will not be able to set achievable 
growth objectives, and to have a strategic approach to get there. In the same way, without 
a strategic growth plan, there will be no structured effort to achieve growth. The strategic 
growth plan, therefore, provides the required umbrella to structure the business functions, 
and implement actions to achieve growth. 
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Company Name: 

STRATEGIC BUSINESS GROWTH PLAN 

FOR THE PERIOD 

I I to I I 
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How to design the strategic growth plan 
The strategic growth plan is the most strategic part of the growth plan. 
growth plan in the various hnctional modules. 

The strategic growth plan consists of the following components: 

STEEP Analysis 
Five Forces Model analysis 
SWOT analysis 
Industry Key Success Factors 
Core competencies 
Distinctive competencies 
Competitive advantage 
Vision 
Mission 
Goals 
Longer term objectives 
Shorter term or hnctional objectives 
Generic competitive strategy 

3.1 Environmental analysis, cornpeten 
Strategic advantage 

. The otherf2mctionalparts will be developed on the basis of this 

cies and 

In chapter two of this module, you have conducted strategic environmental analysis. The objective of doing this analysis was to 
identify your unique business strenghs enabling you to position your business in the market in such a way that you should be able to 
achieve your growth objectives. The analysis tools applied included: 
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W Macro-environmental analysis: STEEP analysis 

Industry analysis: Five Forces Model analysis 

Matching external and internal analysis: SWOT analysis 

Reprint in the following space provided the outcomes of  your analysis work conducted 

PRODUCTS AND MARKETS 
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%TEEPn ANALYSIS FORM 

Factors 

Conclusion 
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Factors 

Conclusion 
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Factors 
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Factors 

Conclusion 
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"Five Forcesn ANALYSIS FORM 

Kev Points Conclusion 
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Kev points- Conclusion 
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Key Points 
- - 

Conclusion 
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Key Points Conclusion 
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Key Points Conclusion 
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Drawing on the outcomes of the STEEP analysis and particularly the Five Forces Model analysis, you should now be able to 
conclude on the Industry Key Success Factors for your industry: 
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YOUR YSWOTn ANALYSIS FORM 

The next step in your strategy development process is to conduct a SWOT analysis. Based on the steps outlined in the module, now 
prepare or reprint your SWOT analysis below. Remember to prepare a long list, and then below mention the 4 most important 
strengths, weaknesses, opportunities and threats. Recall also that only those aspects are important that affect your abiliv to 
effectively compete in the market. 

Weaknesses 

3 
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Based on the above SWOT analysis, follow the steps outlines in section 3.3.4. to match your strengths and weaknesses with the 
opportunities and threats. Formuiate strategies where you observe a strong (positive or negative) relationship between the factors. 
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Threats 

I 

Strengths 

> 

Possible strategies 
0 

0 

0 

0 

Possible strategies 

Weaknesses 

Possible strategies 

Possible strategies 
0 

0 

0 

0 
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STRENGTHS AND WEAKNESSES -- OF YOUR MAIN COMPETITORS 

COMPETITOR (I) NAME: 

Weaknesses 
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STRENGTHS AND WEAKNESSES OF YOUR MAIN COMPETITORS 

COMPETITOR (2) NAME: 

Weaknesses 
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STRENGTHS AND WEAKNESSES OF YOUR MAIN COMPETITORS 

COMPETITOR (3) NAME: 

Weaknesses 
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STRENGTHS AND WEAKNESSES OF YOUR MAIN COMPETITORS 

COMPETITOR (4) NAME: 

Weaknesses 
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STRENGTHS AND WEAKNESSES OF YOUR MAIN COMPETITORS 

COMPETITOR (S) NAMES: 

Weaknesses 
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Having done the above analysis, you are now in a position to conclude on your core competencies. Your core competencies &e your 
main competitive strengths in the market. They can be derived fiom the strengths as you identified in the SWOT analysis. Section 
3.3.5 lists types of core competencies to assist you in identifjmg yours. 
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Having listed your core competencies, now assess which ones of these competencies you are significantly better at than your 
competitors. Be critical towards yourself The areas in which you are particularly better than others are your distinctive 
competencies. 
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Finally, now, compare the distinctive competencies of your business with the Key Industry Success Factors identified earlier. Those 
distinctive competencies that are also Industry Key Success Factors are now your competitive advantages in the industry in which 
you operate. These are treasures to be nurtured as they form the basis for successkl 

My competitive advantages: 
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3.2 Vision, mission, goals and objectives 

The vision is your long term view of what your company is, and what you want to achieve with it. It is like a dream you have of your 
company, which helps you to create leadership and the commitment to achieve life ambitions. 

The vision could include: 

What business the organization is in, (products, markets or technologies). 

How things can be done better, 

How it will go about the business as an organization, 

What the organization's 'reason d'itre ' is , 

A state of being for the business in the longer run. 

Draw your vision here based on the work undertaken in the Strategic Management Module. 

T H E  STRATEGIC DIRECTION OF THE COMPANY 
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The mission has a time span of 3-5 years, is more result-oriented and gives direction. It answers the basic questions: 

What function(s) the organization perfonns? 

1 For whom does the organization perfonn this function? 
1 How does the organization go about filling this function? 
1 Why does the organization exist? 

It also has a future outlook of what it wants to achieve. 

Draw here your mission on the basis of what you learned in this module. 

THE STRATEGIC DIRECTION OF THE COMPANY 
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Goals are defined open-ended statements of planned accomplishments. Goals are directly derived from the mission of the company. 

Objectives are specific performance targets or results to be achieved within a certain time frame. Objectives convert the goals into 
targeted results. Objectives can be longer term (approx. 3-4 years) and shorter term / functional (1-2 years) in nature. They can be 
both quantitative and qualitative, but should always be measurable. The SMART principle applies. 

Print below your goals, longer-term objectives and shorter-term objectives from section 2.3.3. 

STRATEGlC OBJECTIVES FOR THE PLAN (REMEMBER: THEY SHOULD BE SMART OBJECTIVES) 
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Internal structuring 

competitive position 

Internal structuring 

Competitive position 

Internal structuring 

Competitive position 
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Public responsibility Public responsibility Public responsibility 

3.3 Formulating a competitive strategy 

Having identified your competitive advantage in the market, the next and last step is the identification of a generic strategy. The 
generic strategy will help you to turn your strategy advantages into sustainable competitive advantages in the industry. The generic 
strategy will ensure that your growth plans and action plans are designed such that you follow a specific strategy that ensures that 
you build on your competitive advantages, and exploit your competitive edge to the maximum so as to achieve your growth 
objectives. 

The formulation consists of two steps. First, you may want to do an initial assessment of the generic strategies for your company. 
This exercise is optional, but will allow you to understand the implications of each strateg for your business. Complete the last 
column in the next box. 
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FORMULATING A COMPETITIVE STRATEGY: OPTIONAL EXERCISE 
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The second step is to formulate a generic strategy for your business following the steps outlined in section 4.3. List the four generic 
strategies. Then, list all Key Industry Success Factors (KISF) for each generic strategy. Give points on a scale of 1-5 for those KISF's 
that are also your competitive advantages. Add up the points, discuss carefully and decide your generic strategy. 

score 
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Based on the above analysis, now make your final conclusions on the most appropriate growth strategy for your business. You may 
refer to the example given in the Strategic Management Module. 
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MY ACTION PLAN 
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MY ACTION PLAN 
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GLOSSARYOFMANAGEMENT 
TERMS USED IN THIS MANUAL 
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