L4
THE COMPONENTS OF STRATEGY

Strategy is a highly complex concept and attempts to define it adequately within the
compass of a sentence or two are almost certainly going to miss out some key elements.
Among the many definitions in the literature can be found a number of words and
phrases that are all linked in some way with the notion of strategy (Sadler, 2003)

1. Purpose or mission;

2. Policies;

3. Defining what business the company is;
4. Objectives or goals;

5. Opportunities and threats;

6. Key success factors;

7. Key decisions;

8. Capabilities or competences;

9. Planning and scheduling;

10. Implementation;

11. Sustainable competitive advantage

1. Purpose or mission
In effect, Purpose is a statement of why the company prevail or exist. Company
statements of purpose are likely to fall into these groups (Sadler, 2003):
e The purpose is to build shareholder value.
e The purpose is to cover the needs and wants of all stakeholders.
e The purpose is in the first ranking as it is inspiring and challenging.

2. Policies

Policies are controlling instructions/guidelines or principles that are considered as a
vital part of the organization’s ‘success model’; that is to say, they are practices or ways
of doing things, frequently long established, that are seen as indispensable parts of the
company’s formula for achieving a sustainable competitive advantage. A simple
example will make this clear. Marks and Spencer has long practised the policy of
unquestioningly accepting returned goods and refunding customers’ money. This
practice is one among a number that the company believes have been important factors
in its long-term success. It is also the case that until relatively recently the company
refused to accept credit cards. This policy was believed by many outsiders to be
seriously mistaken and a contributory factor in the company’s loss of market share in
recent years. (Sadler, 2003)

3. Defining what is the business/company

Decisions about company/corporate purpose and company policies are related to two
vital sets of strategic decisions — what business the company is and what type of
company it is? Decisions of the first sort are to do with choice of industry or industries



in which to operate and which sectors or niches within broad industry groups to focus
on. Decisions of the second category are to do with the difficult and intangible area of
corporate culture. (Sadler, 2003)

4. Objectives or goals

5. Key success factors

If the corporate is to maintain a leading position in a particular market, it should have a
key success factors. For example, in the extremely competitive world of the foremost
supermarkets the key success factors comprise:

Site location and acquisition;

Average store size;

IT systems linking point of sale to logistics;

Accurate and rapid feedback from consumer research;
Purchasing power

Sk

Key decisions



Strategic decisions are ones that are of fundamental importance to the business, but will
not prove to have been right or wrong for some considerable time. For example, the
decision to make an acquisition of another company will normally take at least two to
three years before a realistic view can be taken as to whether or not it was a sound
decision. Strategic decisions are normally irreversible (unchanging/firm) or at least can
only be reversed at considerable cost. Among the most important decisions are ones to
do with the allocation of resources, particularly the allocation of capital. An obvious
example is the choice between funding organic growth and funding growth by
acquisition.



