Chapter 8 Functional Strategy
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* It is a synthesis of the methods and means adopted by each functional
department.

* The time span is much shorter than the company's strategy

» More specialized and specific than the company's strategy, can guide the
action

» The formulation of functional strategies requires the participation of more
junior staff
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« (=) contents:
* Implement the company's development and competitive strategy

« Match existing and potential products or services with the needs of target
customers

« Communicate information about the existence of products and services to
customers

* Provide products to customers at the right time and place
« Offer the right price for the product or service
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(Z) Market and marketing strategy
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*1.Market strategy5wiisa<aK(4C)

(1) The market has no differentiated strategy ™A ZE5l
e B

* To serve all customers with a unified product and other
marketing mix strategy.

» To which competitive strategy?
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(2) Market segmentation/differentiation strategymi izl 53/Z 7 1L K& B :

According to the geography, demographics , psychological and
behavior segmentation (fashion, conservative).
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(3) Market focus strategy iz b LIRS

The management unit takes one or several market segments as the
management object according to its own conditions and adopts a
unified marketing mix strategy.
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Market Differentiation and focus strategy
comparison MifZE S FIEE P ER EL 5L
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« 2. The combination of marketing and marketing strategy
TS EHENGS

- Strategic Combination of Market and Product — 155 =tk Bg4H
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 What kind of market strategy is adopt depends on whether the
enterprise intends to open up a new target market or rely on the
existing market, or develop new products or maintain existing

products.
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2. Strategies related to marketing 5 & $858 <Ak
i

* (1) Product Strategy

» Single product and serial product strategy

* Form product and core product strategy

» High and low grade product strategy

* Branding strategy (single, multi-brand, etc.)

* Product maintenance and development strategy

* Product standardization and differentiation strategy

* (depth, width, level, grade, development, difference)



2. Strategies related to marketing
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(2) Promotion Strategy {E#¥4tHs

High promotion and low promotion strategy
Discrete versus continuous strategy

Single and compound promotion strategy
Staff promotion and non-staff promotion

Big sales and sales promotion
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(3) Price strategy
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(1) combination of price and quality
High quality and high price -- high-grade strategy
Median median price -- mid-range strategy

Low value low price -- low grade strategy
(1) MBEREHERE
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* (2) combination pricing of price and output
 High yield parity strategy

 High yield and low price strategy

 Low yield high price strategy - wuliangye

« Cut production to protect the price strategy
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« (3) price and variety combination strategy
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« Combination strategy of price and delivery time

« Combination strategy of price and purchase quantity (cash
discount and item gift)
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- (4) The combination of price and profit {1 1§ 5 F;AFLE S IR
 Strategy:

* 1. Profit pricing strategy (skimming)

« 2. Low-margin pricing strategy (penetration)

3. Capital preservation pricing strategy

4. Price increase strategy

5. Price reduction strategy

« 6. Market spread strategy

« 7. Customer psychology pricing strategy
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Place strategy Ri& 5% l&

e Direct and indirect channels:
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* long and wide channels
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— Brand Strategy & i 5K B

OEM(no brand) strategy, self-built strategy

Single brand and multi-brand strategy

High-level and low-level strategies

ﬁ)evelopment and fixation strategies]
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= . Financial Strategy W55 f& S

« (=) Functions: W

* 1. Manage, invest and raise funds e

» 2. Record, supervise and control the business results

« 3. Provide financial data for senior management to make
decision.
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Raise Funds strategyZ & ik B

3. HEg A
(1) Self-accumulation strategy,

(2) liability operation strategy,

)
)
(3) joint venture and cooperative operation strategy
(4) shareholding strategy

)

(5) internal and external Raise Funds strategies

(6) long/short term strategy
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3.Investment strategy: #% X ELRE :

Product investment strategy: investment focus on product transformation
and Developing new products.

Process investment strategy

Equipment investment strategy
Intangible asset investment strategy
Equity investment strategy

Bond investment strategy

Internal and external investment strategy

Short - and long-term investment strategies
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11, Overall financial strategy

2 R0 55 B B

1.Expansive financial strategy

It is a financial strategy for the purpose of realizing the rapid expansion of
the enterprise's asset scale. In order to implement this financial strategy,
enterprises often need to retain most or all of the profits while raising a lot of
external funds and making more use of liabilities.

Expansionary financial strategy generally shows the characteristics of "high
debt, high income and little distribution”.
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2. The steadyfinancial strategy.ia &84 5 &xBg

It is a financial strategy aimed at the stable growth of enterprise financial performance
and the steady expansion of asset scale

In general, enterprises implementing prudent financial strategies take optimizing the
allocation of existing resources and improving the use efficiency and benefits of existing
resources as the primary task, and take profit accumulation as the basic source of
capital for the expansion of enterprise asset scale

The general financial characteristics of the enterprises implementing the prudent
financial strategy are "moderate liability, moderate income and moderate distribution”.
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3. Defensive financial strategy BH{EIUSC4EBY N1 55 &% B

* |t is a financial strategy aimed at preventing financial crisis and
survival .

* In implementing defensive financial strategies, the priority is
generally to minimize cash outflows and maximize cash
inflows. Through the financial division reduction and streamlining
measures, inventory assets will be revitalized, costs will be saved,
and all the manpower that can be concentrated will be used for the
leading business of the enterprise to enhance the market
competitiveness of the leading business of the enterprise.

* "Low debt, low income, high distribution" is the basic financial
characteristics of enterprises implementing this financial strategy.
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Fi. Operation strategy 4 =1z {EaXHES

* 1. Product design and selection strategy
 Independent development, cooperative development
* Follow/innovate

« 2. Decision of system production capacity

* Flexible/rigid

« Small/large quantities

* 3. Quality management strategy

* High, medium and low improvement/maintenance
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- 1. Cost, quality, delivery speed, flexibility g4, FR=E . 32551
Hll & %

* Low-cost mass production strategy

"

.\
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« High quality small volume strategy
 High quality flexible production strategy
» Timely small batch production strategy
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JU. Human Resource Strategy A\ 77 %R 5% B

— . Strategic profile:

* Education: time, place, content, level

* Introduction: content, place and method

» Use: degree, level, time, domain

 Stay: way (career, treatment, affection, etc.), time
*5: FE, 2. AR BX
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1. Generic Human Resource StrategyZ Z~

A NGRS

1) . Inducement strategies (remuneration, rewards and benefits)

iB5laEg (Gl RBNFANEF)

* advantages: easy to attract high-quality talents, no training, stable team
* disadvantages: high cost, ignoring the needs of top management
Note: need to control the quantity, scientific assessment system
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2) Investment strategy (building up a reserve talent
pool)

* advantages: sufficient personnel, multiple skills,
echelon training, pay attention to staff relations

* disadvantages: high cost, high turnover
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3) Engagement strategy (opportunities and rights)& 5%
fg (HL=FAF))

* advantages: team building, self-management,

authorization management, to meet the needs of senior
staff, stable

* disadvantages: high demand for talents, good team
relations and good culture

* conditions of use: mature and stable enterprises

Leader, spirit, goal refinement, motivation, 1+1>2
M. ZEuHEP. BREE. RINEHE, HmERTESEHRE,
TR
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4. Strategy and organizational structure
g 520 2R 2544

The importance of organizational structure to strategy implementation

* 1. An effective organizational structure defines the right of managers at all
levels to use enterprise resources

» 2. The effective organizational structure stipulates the division of labor and
cooperation among various units and posts within the enterprise.

3. An effective organizational structure defines the communication channels
among various units and members within the enterprise

o (RLNLEMXT ARG SORE A EE M

1. BRHVARAERE T & RREEE A B FRAIF]

2. BRHVEAGEHNE T EWREBE R JRAZERNT TEE.

3. BMHVALREHIME T WA AL, FRZEREKRIIERE



—) The organizational structure of the
business level strategy

1. Organizational structure of low-cost strategy

» using the learning effect and the scale effect, gain the
advantage of scale economy through the market share, is
the lowest unit cost of the product.

» Characteristics: specialization, stylization and
centralization

» Characteristics of organizational structure: the focus of the
organization should be on the production function, attach
great importance to the development and research of
production technology and equipment, pay little attention to
the product development.Suitable for functional structure.



= RIR R RYZH R 254

o 1R A HL BE B 2H 2R 254
il FRAFE MR, 8
WAL B RRGUREFNE,
=AY B AL AN AR

Hrm: TAlfe. FENILFnS

E [

1

 AAEIFE R AANERNBEE
HRee L, ERERES~TE

ST ETR, =R

ZAREE. EEHREERIREGM.




=¥

45
A EEEREEREE
RIFLZMABIH~mAL

« EE—NMRAHIE P IEERIT

- ERRENR, FEMHENMNXK

« FHIZHMIY, BPMRRIRBmEAE




» 2. The organizational structure of differentiation strategy

* The core of differentiation: is their own products (service, brand,
image) different.

 Features: highly sensitive to market demand, timely identify
opportunities, develop new products, and establish a unique image
through advertising and other forms.Namely, marketing ability and
product development, innovation ability is the center
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* 3. Centralized organizational structure

» Characteristics: combining the characteristics of the first two
strategies, low cost or differentiation is often implemented in specific

situations.

« Organizational structure characteristics: not only to pay attention to
research and development, marketing, but also to control the cost
of production, must be in three aspects of centralized
management.Small business organization should be simple, large
enterprises should adopt centralized functional system.
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The organizational structure of an
enterprise's overall strategy

Characteristics: from a single business to diversification changes

1. Organizational structure of diversification strategies with relevant constraints

Features:

1) businesses share products, technologies and distribution channels, and
businesses are closely connected.

2) strategic business units connect relevant divisions together and communicate
with the headquarters. Each strategic business unit is an independent profit center
and independent accounting of its own profit and loss.The functional units of the
headquarters only play an advisory role to the strategic business units and are not
directly involved in the operation and management of the strategic business units
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2. Irrelevant diversification strategy
organizational structure

* There is no correlation between the businesses that are not related to the
diversification strategy, so the enterprise attaches more importance to the
competition among the businesses and carries out the survival of the fittest
through competition.Therefore, irrelevant diversification is more suitable to
adopt a competitive organizational structure.

* Features:

* 1. Headquarters remains neutral.In addition to the necessary operation audit of
the business door and the establishment of a standardized and rigorous
examination and management system for the main managers, the company
shall adopt a non-interference policy in the operation and management of the
enterprise.

« 2. The main target of the headquarters' assessment is the company’s return on
investment.
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* Main features:
* 1.The structure of the corporate headquarters is simpleSC.
» 2.Finance and audit are the main functions of headquarters

 3.Strategic control is carried out by divisions, but capital is controlled
by headquarters, and the financial evaluation of each division is
independent of each other.

* 4. The divisions competed with each other for the resources of
headquarters.

 5.Legal affairs mainly play an important role in the company's
acquisition and asset sale activities.
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