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Knowledge Organiser: Strategy and Objectives
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Ovganisations may change their objoctives over time
because...

* They may achieve their original objectives
* The besiness has grown

* The competitive emvironment chasgos

* The market changes
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Agree the objectives and timeframe
Identify key performance measures
Identify key activities

Identify key personnelresource

P LAN
Do 3

+ Regularty review progress Internal Uncertainties: Organisational, Stakeholder, Technological

REVIEW + Identify shortfalls in performance or activity-based issues

Measure progress
Complete identified tasks

External Uncertainty: Economic, Political, Competitive

Agree corrective action with clear next steps

and see if it will provide a profitable future

.

if need be

business is organised

helps to set obgectives in order to achieve aims

Helps set up a business successfully

an objective 1s going to be achseved

Some Example Trade-Offs in Business

Enables owners of new or exasting business to review their ideas

Reduces risk- guide for business for what to do and when

Allows business to measure success against plan; make changes

help ensure finance is avasdlable e g bank loans, lenders will see if

helps to co-ordinate actions- plan should be set out to for how

Disadvantages

Uncertainty of what will happen in the future makes it harder to
predict your statistics e.g. the no. units sold of the product

.

Lack of expenence. Usually people who make their plans lack
very much experience and are not as effective when planning

.

Change. Business plans need to be reviewed and updated
regularly.

Does not guarantee business success. - Plan quality may be low
due to lack of expenence from the people who wrote it

Takes time and effort which may be expensive, especially for
small businesses

New opportunities can be massed if they are not in the plan

* Risk management

—Identifying and dealing with the risks
threatening a business

* Contingency planning

e

y —Planning for unforeseen events

rade-ON
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Less market research (lower
cost)

Higher quality standards to
build reputation

Higher advertising online

Less successful new product * Crisis management

lounch flower sales) —Handling potentially dangerous events for
More quality control & |  abusiness

ASSUTANCE COSLS 1 I
Reduced advertising on TV

Choose lower risk investments Gain lower rewards
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Threat of new

entrants

> Time andcastof entry
¥ Specialistknowledpe
* Economies of scale
* Cost advantages

¥* Technology protection
»> Barrierstoentry

Bargaining

Power of
Suppliers

Supplier power
» Number of suppliers
* Uniquentss of service
> Size of suppliers

> Abllity to substitute
¥ Costof changing

Threat of substitute

products or services
* Substitute performance
* Costof change

Rivalry among

competitors

> Mumber of competitors
> Ouality differences

* Other differences

* Switchingcosts

* Customer loyalty

Threat of
MNew Entrants

Rivalry

among

existing
Competitors

Bargaining
Power of
Buyers

Buyer power
* Humber of customers
* Sipe of each order
* Differences between
Threat of competitors

% ¥ Prize sensitivity
SUbs‘t'tUte ¥ Ability to substitute
Products or > Costef changing

Services

Source: Adapted from Porter, 1979
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Porter suggested that all businesses could follow one of three strategies because they can be applied to prod-

Forter called the generic strategies "Cost Leadership” (no frills), "Differentiation” (creating uniquely desirable
products and services) and "Focus" (offering a specialised service in a niche market).

Porter also talked about a fourth of being stuck in the middle and trying to do all three which will not achieve a

ucts or services in all industries, and to organisations of all sizes.

competitive advantage
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QUALITATIVE FORECASTING METHODS _—
1. Strate gic decisions:

0:""":;" ' Dexcription [ Y Strategic decisions are major choioe s of actions and influence who ke or 3
et : L
J major part of busine ss enterprise. They contribute directly to the
Jury of executive The opinions of a small grovp D:Mk:;‘n:ms -: pooled -\¢| achievemaent of common goals ofthe enterprise. They have long-term
e 2 they o] [SENE; thak [ maogere implications on the business enterprise. Such decisions are taken 3t the
eperience, and in some cases, combines the results of statistical - Jevel of .

models.
Sales force Each walesperson (for example for 3 territorial coverage) s aked to g
composite  peoject their sales. Since the salesperscn s the coe dosest 1o the 2. Tactioal decisions:
marketplace, he has the capadity to know what the customer wants. These decisions relate to the impleme ntation of strategic decisions. They
are directed tow ards developing divisional plans, structuring workflows,
establishing distribution channels, acquisition of resources such as labour,

These projections are then combined at the municipal, provincial and
regional levels.
maker, an ordinary emgloyee, of an industry expert, Each of them will » memy These decisions are taken at the middie lewel o H

Delphi method A panel of experts is identified where an expert could be a decision

process is conducted until the experts have reached a consensus,

Consumer market The customers are asked about their purchasing plans and their
survey projected buying behaviour. A large number of respondents is needed

here to be able to generalize certain results.

3. Operational decisions:

These decisions relate to day-to-day operation s ofthe enterprise . They have
3 short-term horizon as they are taken repetitvely These decisions are
based on facts regarding the events and do not require much of business
A== judgement . Operational de cisions are taken at lower levels of managemant.

Summary for calculating moving
averaqe and using it to forecast

=) (=) POGADSCIE
& \ L / T Thereisa stuctured decsion-making model known
’ j by the acronym POGADSCIE, This s used by

businesses to make an effective decision. The
lecters in the acronym stand for:

o [dentify the Problem
o Identify Objectives of solution

* Find the trend period
* Calculate the moving total
* Calculate the moving average

* Plot moving average onto graph and
produce line of best fit

* Calculate the cyclical variation
* Calculate the average cyclical variation

dd or subtract average cyclical variation
from line of best fit forecast figures

| A v Gather information
7 STEPS TO EFFECTIVE ° Cal'culoh the expected monetary vollucs of ecch ' Ana[YSE mformatlon
DECISION MAKING cption (prokability x o ah inflowe ) f ; .
3 o Acldl the inflowe together for @cch cption ' DeV]Se pUSSIblE SGIUUOHS
o Wiite the value above the node (oircle) 5 3
o Mnus any costs from the inflove- whare there is more ' SElea best pOSSIble SO|UtI0n
'&aw?g::%c:] (®.9. no?) pick the most profitckle c . h d =
o M.;lﬁply naw ocish inflow by profitcbility of thedt ' Ommumwtet e eaSlon
cutcorna :
° Adno.lbm yaccsh inflows for one clecision togetheri.e ] ’ Han and Implement SO!UUOn
nurrioar . .
o Mnus any capital costs (ocsts are witten unclemeath J ' EVa|UaIE EffECtWEnESS Uf thE SUIUUU”
1DENTIY the line)
SIS B 6 Lock at which idec is the most profitable (no3)

o Put 2 dashes through cdecision lecst profitable
[opposite to onfical path)




