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What are the useful strategic tools and techniques?

 

-SWOT

-Porter's Five Forces Model

-BCG Matrix

 

Tools for External Environment Analysis-Porter's Five Forces Model
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Potential entry for new competitors

-When a firm can easily enter a new industry, competition in that industry

-Increases 

 

 

 

 

-This threat is aggravated when new entrants can leverage their existing cash flows in other businesses

 

Increase barriers to entry through:

 

 

-Large economies of scale

-Strong brand preferences

 

Threat of Substitutes

-Industries with close competition with producers of substitute products have higher competition

-More pressure on pricing

-As pricing for substitute products decline higher competitive pressure on the industry

 

The Power of Suppliers

-Very large suppliers

-Cost of switching raw materials is high

-Also includes suppliers of labour; workers

 

The power of buyers

-When customers are large and buy in bulk-they enjoy more power

-Barganing power of customers is also higher when

-product is standard or undifferentiated

-the can easily switch to competing brands

-Sellers are struggling in the face of falling consumer demand

 

Rivalry among existing competitors

-Rivalry among competitors depends on

-Intensity with which they compete

-Competitors are of the same size

-Slow industry growth

-High exit barriers

-Dimension on which they compete

-Pricing

-Product features

-Brand image

 

Strategic Business Unit (commonly referred to as SBU)

Definition: Describes a business focused on a particular product-market

 

 

Conglomerates-An organization that has operations in many different industries

 

Bruce Henderson-devised a system to move money around between companies

