Chapter 9
The evaluation and control of enterprise strategy

1Ml B Bg BT S




« —., The relationship between strategy formulation

and strategy implementation & Eg € 5 ik B% SEHEAY
XA

2z




B SERE IS AE P S & 29N 7 E RY B

o % BE SE 5t Y B B) 2 =2 8 i B SR AV 1K
« ZEMERIZ BIAY A 1

- R A HEEME R TR EEERNEE S, TR
Sy

- RTFNEEZRRENAE-

s BHEEEER IS TEIMER Z L EAFIZL
- Bl I ASFHASF RS
cREAGREINFEEAS

« X IETNAESRVER Z FRTEAY IR AR

- EERER RGN A AN ERNEIEA T




9 problems in the implementation of the
strategy

» The strategy always takes longer to implement than the original plan
» Poor coordination of activities

» The daily things inside and outside the enterprise always distract the
attention of the strategic manager and interfere with the
implementation of the strategy.

 Employees and managers are incompetent.

« Adverse changes occur in various environmental factors beyond the
control of management

 Improper leadership style of functional department head
 Poor training and management of lower level personnel
* Lack of clarity on key activities and tasks

 The management information system is not enough to monitor the
activities inside and outside the enterprise



Strategic Evaluation& Control
Systems

v'Always check the rationale or foundation of the business
strategy

v Frequently compare the expected and actual progress or
results of strategy implementation

v’ Take corrective action or emergency action in time
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An enterprise strategy evaluation

1. Review the basis of the enterprise strategy

» Are internal strengths still strengths?

* Does the company have new internal strengths?If so, which ones?
* Are internal weaknesses still weaknesses?

* Do companies have new weaknesses?If so, which ones?

» Are external opportunities still opportunities?

» Are companies facing new opportunities?If so, what is it?

* |s the external threat to the enterprise still a threat?

» Have external threats to the enterprise increased, and if so, what are
they?
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20125 V-4 2013551
RERE M % M %
e Y 0.10 1 0.10 0.10 2 0.20
5 H 0.20 1 0.20 0.20 4  0.80
sRiv@icwl 0.10 2 0.20 0.10 2 0.20
BEFEE  0.05 2 0.10 0.05 3 0.15
FEEERAFIHEZE 0.10 2 0.20 0.10 2 0.20
MAMEKRE 015 4  0.60 0.15 4  0.60
JI 25 AR 55 0.05 4  0.20 0.05 4  0.20
B ARKF 0.10 4 0.40 0.10 3 0.30
iR E 0.05 3 0.15 0.05 3 0.15
T 4LBUR 0.05 3 0.15 0.05 2 0.10
RE/BEREE 0.05 3 0.15 0.05 4  0.20
B4 1.00 2.45 1.00 3.10




2\ Evaluate the performance of strategy implementation
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Establish Standards
and Targets

Create Measuring and
Monitoring Systems

Compare Actual
Performance Against
the Established Targets

Evaluate Result
» | and Take Action
If Necessary




Establish evaluation criteria and compare them

* Qualitative evaluation criteria:

» whether the content of each part of the strategy has unity;

« Can the strategy and the environment maintain the balance, the adaptability;
* Whether to evaluate the risk in strategy execution;

» Whether the strategy can maintain relative stability in time;

» Whether the strategy and resource conditions can keep matching;

» The feasibility and maneuverability of the strategy.

* Quantitative evaluation criteria:

1. Strategic target system:

2. Specific indicators:

* Product quality, new product development, market share, output value, realized profit,
cost, main business revenue, economic benefits, labor productivity, return on investment,
profit margin, sales margin, etc.
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. Strategic control

1. Characteristics of strategic control
 Strategic control faces the entire enterprise system
 Strategic control is dominated by senior managers

 Strategic control is open

 Strategic control is based on the overall goal of the enterprise,
which is uncertain and not specific

* Strategic control mainly solves the problem of enterprise efficiency
rather than efficiency

« Strategic control should not only maintain the relative stability of
strategy, but also pay attention to the flexibility and adaptability of
strategy
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2. Basic tasks of strategic control

R R HI R B AR AESS

»Monitor changes in environmental factors to ensure
the suitability, feasibility and acceptability of
the strategy itself

>»Avoid short—term behavior orientation

»Prevent the target from being replaced
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3. Monitor environmental factors and key

pointsiSIFIEHE R KE S

(1) key points: key factors and indicator system
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4, Strategic control approach — prevent

short — term behavior ik B&I=HI 875 35-F51EF5 HA
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* (1) strategic stimulus plan

* Objective: to overcome the short-term behavior in the process of
strategy implementation.

 Basic idea: the evaluation standard and reward system of
enterprise managers should be related not only to the short-term
performance of the enterprise (including annual sales and profits),
but also to the long-term performance of the enterprise (such as
return on investment, market share, etc.).

» The performance evaluation of the branch and branch company
should not only look at its own performance, but also link the
performance with the strategic goal of the whole enterprise.
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= HIEM 5% (Long-term evaluation @ Wy
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f =
S

g

Long-term incentives, such as stock or
options, are given to managers based on long- <

term performance iRIBEW KRS EETEE—
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“IRIEEE L (Strategic—fund method)

The strategic fund 1s listed separately in the profit statement or
income statement of each branch factory or strategic operation unit to
distinguish the fund mput used by the branch to generate current

income from that used to generate future sales.
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(2) corrective actions in the implementation process

The strategy implementation process is divided into several coherent and
distinct stages, which are controlled by stage analysis or goal realization
degree.

Timely and accurate understanding of relevant information to avoid major
deviations.

Notes for correction:

Whether the evaluation method is correct
Whether the original goal is appropriate
The purpose of the enterprise is correct

Whether the approach, method or strategic choice to achieve the goal is
appropriate
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(3) contingency planning

» Alternative plan for when certain critical events do not occur as
expected.

» Steps to develop a contingency plan:

* ldentify favorable or unfavorable events or variables that may affect
the enterprise strategy;

» Specifying the conditions under which contingency plans should be
used;

 Assess the likely impact of each emergency and predict its
advantages or disadvantages;

« Making contingency plans;

« Evaluate the interaction of various contingency plans.
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Possible obstacles in the process of strategic
control

* 1. strategic evaluation and control activities may lead to an excessive
emphasis on short-term rather than long-term benefits;

» 2. strategic evaluation and control activities may increase work pressure
and work aversion, reduce staff morale;

« 3. the strategic evaluation and control activities may encourage the
subordinate to practice fraud and deceive the superior;

* 4. strategic evaluation and control activities will limit the vision and choice
of enterprise managers;

5. evaluation and control activities may see people as an end rather than
a means to corrective action;

* 6. behavior substitution;

* 7.secondary optimization.
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6. Methods of overcoming obstacles in the
process of strategic control

* First, the evaluation and control criteria must be specific;

» Second, evaluation and control of economic activities;

 Third, evaluation and control activities must be meaningful;

* Fourth, evaluation and control activities should be timely;

* Fifth, strategic evaluation activities must reflect the real situation;

 Sixth, the information obtained in the strategic evaluation should be directly fed back
to the department or post that should take corrective action.

» Seventh, strategic evaluation and control mechanisms should be understood and
trusted by all involved;

 Eighth, pay attention to the differences between large and small enterprises;

* Ninth, the long-term and the short-term evaluation and the control activity mutually
unifies;

» Tenth, reward and punishment should be used together, but in favor of reward.



