MGMT 480 – Ch #7
Learning Objectives:

1) To understand the purpose and qualities of long-term objectives.

2) To learn what generic strategies are, their definitions, and to recognize them when they are present.

3) To learn what grand strategies are, their definitions, and to recognize them when they are present.

4) To learn what corporate combinations are, their definitions, and to recognize them when they are present.
Long-Term Objectives:  These are standards of performance that flow out of the directions identified in the mission statement that distinguish between success and failure for the firm.  A firm will select the objective(s) that best fit its circumstances.  Additionally, a firm may use more than one objective to evaluate its performance.  
1) Profitability.  This may be measured by net income, ROE, ROA, etc.
2) Productivity.  This is an input/output measure of efficiency.
3) Competitive position.  Examples are market share or market ranking.
4) Employee development.  Examples are the abilities of the employees in executing the tasks in making the firm successful.  This may be achieved by recruitment, training & development, and retention.
5) Employee relations.  This may affect the motivation and productivity of employees.
6) Technological leadership.  This identifies how well the firm is prepared for areas such as product development or cost management.
7) Public responsibility.  This addresses reputation, which is an asset to the company.
Qualities of Long-Term Objectives:

1) Acceptable.  The degree to which they are acceptable to stakeholders, especially to employees and managers.  If unacceptable, they may not motivate.
2) Flexible.  Objectives must be changed when circumstance make an objective too easy to attain, or unattainable.  Motivation must still be pursued.
3) Measurable.  If it can’t be measured, it’s not an objective.  Even soft information can be measured, such as with secondary data or surveys.
4) Motivating.  This is a major reason for having objectives.
5) Suitable.  This is similar to having them be acceptable (above).
6) Understandable.  Employees must be aware of how their actions affect the attainment of objectives.  Training and education are imperative.
7) Achievable.  If employees believe that an objective is unattainable, they may give up and lose motivation.
Generic Strategies:  Low-cost leadership and differentiation are strategies that operate on a national or international scale.  These are strategies for large scale competitors.
1) Low-cost leadership.  This is where a company has created sufficient cost-based competitive advantages to have an overall cost advantage vs. it competition.  It may not be more efficient at everything, but it is at enough tasks to have an overall cost advantage.
2) Differentiation.  When a firm is incapable of having an overall cost advantage, it must attempt to differentiate its product or service, creating new value for a market segment that a customer will pay a premium for.  As long as the premium is sufficient to overcome the cost disadvantage, the differentiation will be successful.  So, cost performance is still important to the differentiated competitor.
3) Focus – cost or differentiation.  Focus strategies operate on a local or regional scale.  These are strategies for small scale competitors.  Focused low-cost is where a firm can find and use low-cost inputs that are scarce and cannot be used by the large scale low-cost leader.  These are unique resources not found outside the niche.  Focused differentiation is where a firm customizes products or services.  It works where there are unique customers who are not well served with the differentiated product or service produced by the large-scale differentiated firm.
Grand Strategies:
1) Concentrated growth.  This is a more-of-the-same strategy where a firm is successful in its market and then attempts to saturate it with growth.  It is not attempting to grow outside of its immediate market, nor is it to develop new products or services.  The firm exhausts its opportunities in its initial market before moving onto somewhere else or developing something new. 
2) Market development.  This is where the firm either finds new uses for its products, like finding that antacids can be used as calcium dietary supplements.  Or, it is moving into new geographic markets.  So, the product/service is the same, but the firm attempts to find new customers.
3) Product development.  This is where the firm finds new needs to fulfill with its customers by developing new products or services.  So, with the same customers, the firm finds new products/services.
4) Innovation.  This is where the firm improves the product so much that it is placed on a new product-life-cycle.
5) Horizontal integration.  This where the firm acquires a competitor within the same industry for one of the businesses it holds.
6) Vertical integration.  This is where the firm acquires a supplier or a customer for one of the businesses it holds.
7) Concentric diversification.  This is where the firm acquires another company that is similar enough to one of the businesses it owns to share some competitive advantages, but is not in the same industry.
8) Conglomerate diversification.  This is where a firm acquires another company that is so dissimilar to any of the other businesses it owns for any competitive advantages to be shared.  The business is completely unrelated to any other business units.
9) Turnaround.  This is where a business unit attempts to improve its performance by reducing its costs and/or finding new sources of revenue.  Most of the time, a turnaround focuses more on cost reductions than on revenue growth.
10) Divestiture.  When a multibusiness corporation sells a business to a new investor.
11) Liquidation.  This is where a multibusiness corporation shuts down one of its business units, and does not sell it to new investors.
12) Bankruptcy.  There are two major forms of corporate bankruptcy, chapter 7 and chapter 11.  Chapter 7 is liquidation bankruptcy and the unit is closed with assets being sold.  The business unit is terminated.  Therefore, it is a corporate-level strategy.  Chapter 11 is reorganization bankruptcy and is similar to a turnaround.  Therefore, this is a business-level strategy.
Corporate-Level Grand Strategies:  These are strategies that either increase or decrease the number of businesses that a multibusiness company owns.
1) Horizontal integration

2) Vertical integration

3) Concentric diversification

4) Conglomerate diversification

5) Divestiture

6) Liquidation

7) Bankruptcy (Chapter 7 only – liquidation bankruptcy)

Business-Level Grand Strategies:  These are strategies that focus on outmaneuvering competition for a particular business unit.
1) Concentrated growth

2) Market development

3) Product development

4) Innovation

5) Turnaround

6) Bankruptcy (Chapter 11 only – reorganization bankruptcy)

