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8.7: Strategic Objectives and Levels of Strategy

&b Learning Objectives

1. What are strategic objectives, levels of strategy, and a grand strategy? How are they related?

Once a strategic analysis has been completed, the next step in the strategy process is to establish strategic objectives. At this point,
the manager has decided why the company exists and how it will try to fulfill its mission. Strategic analysis has provided
information about customer preferences, competitors, and the firm’s resources and capabilities. Now it is time to start planning for
success.

Strategic objectives

Strategic objectives are the big-picture goals for the company: they describe what the company will do to try to fulfill its mission.
Strategic objectives are usually some sort of performance goal—for example, to launch a new product, increase profitability, or
grow market share for the company’s product.

Exhibit 8.6 shows what might be some strategic objectives for Disney. To make people happy (Disney’s vision), Disney focuses on
entertainment (its mission). Top executives then decide each year what entertainment products the company will offer. Because
Disney is a large corporation (more on that shortly), it has a variety of resources available to create entertainment products to offer.
For example, they may decide to release three movies this year, as well as build a new theme park and create five new shows for
their television network. In reality, the strategic objectives at Disney are much more complex because some of these choices
involve long-term efforts (they cannot build a theme park in one year).

Exhibit 8.6 A Possible Strategic Path from Vision to Objective for Disney (Attribution: Copyright Rice University, OpenStax,
under CC-BY 4.0 license)
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Exhibit 8.6 A Possible Strategic Path from Vision to Objective for Disney (Attribution: Copyright Rice University, OpenStax,
under CC-BY 4.0 license)

Levels of Strategies

Once a firm has set its objectives, it then must turn to the question of how it will achieve them. A business-level strategy is the
framework a firm uses to organize its activities, and it is developed by the firm’s top managers. Examples of business-level
strategies include cost leadership and differentiation. These strategies are pursued by businesses with a single product or a range of
products.

For example, imagine that you own a coffee shop. You aren’t Starbucks—you are a local shop in your neighborhood, and you run it
yourself. You have employees, but you are the manager, owner, and all-around decision-maker. While developing your vision and
mission statements, you have already made some basic decisions about how your shop will operate. For example, you have chosen
to either offer quick, inexpensive coffee (cost leadership) or a full-service coffee experience (differentiation). That decision impacts
whether or not you choose premium or discount suppliers, how your shop is decorated, and how many employees you have to offer
attention (service) to your customers. A business-level strategy guides a company in how they approach the activities in the value
chain. Operations, for example, would focus on efficiency for a cost leader and focus on adding value for a differentiator.
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When you develop strategic objectives for your shop, you will decide whether or not you want to try to attract more customers
(grow), maintain your business at its current level, or shrink your business (perhaps you feel you don’t have enough time to spend
with your family). If you decide that your objective is to grow, for example, you should set a specific target, say, to grow revenue
by 10%. Once you set that specific objective, you can exhibit out exactly what business-level actions you will need to take to reach
that target.

Even if a business is much larger than a local coffee shop, the strategic objectives pursued by these larger companies are not
significantly different in concept. Large companies such as Nike or Apple, which have many different business units, develop
strategies at several levels. Each individual business unit (say Nike Basketball) will have a manager who decides the objectives for
that unit, just as in the coffee shop example. However, the company as a whole will have a chief executive officer (the top manager
for the company) who develops strategy for the entire corporation. Corporate strategy, the broadest level of strategy, is concerned
with decisions about growing, maintaining, or shrinking very large companies. At this level, business-level strategy activities, such
as an advertising campaign to attract new customers for a single product line, are not going to be enough to significantly impact the
company as a whole.

The corporate CEO essentially manages a group of businesses (unless the firm operates as one business unit) and develops
strategies to create success for the overall group. Think of the group of businesses as an investment portfolio: investors try to have
a diverse set of investments to spread risk and maximize the performance of the overall portfolio. On any given day, an investment
that isn’t doing so well should be offset by one that is doing well. Corporate strategy tries to achieve the same thing, and CEOs
have to weigh the pros and cons of each business unit and how it is contributing to the success of the overall corporation. For
example, a company that has business units that do well in the winter (ski resorts) will try to also have business units that will
perform in the summer (swimming pools) to reduce the risk of having periods of low revenue. One tool that corporate strategists
use to understand how each of their businesses contributes to the corporation as a whole is the BCG Matrix, illustrated in Exhibit
8.7.
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Exhibit 8.7 The BCG Matrix (Attribution: Copyright Rice University, OpenStax, under CC-BY 4.0 license)

https://biz.libretexts.org/@go/page/103686


https://libretexts.org/
https://creativecommons.org/licenses/by/4.0/
https://biz.libretexts.org/@go/page/103686?pdf

LibreTextsw

The BCG Matrix gives managers a quick picture of which business units are doing well and which are not. The tool has
recommendations for businesses in each quadrant—for example, a business in the dog quadrant should be sold or closed. Cash
cows provide income to the corporation, and stars provide growth. A CEO is always trying to balance the group of business units
throughout the quadrants to maximize overall corporate performance. Note that the BCG Matrix is not applicable for firm’s that
operate in one business unit.

To achieve the scale of growth necessary to meet corporate strategic objectives, a CEO must find ways to develop entirely new
business units or reach brand-new markets. For example, for Walmart to grow their 2017 revenue by 5%, they would need to add
$25 billion in new revenue. That’s more revenue than opening some new stores could generate. CEOs have several ways of
growing their corporations, as shown in Table 8.1.

How Grand Strategies Are Translated into Objectives and Actions

Grand Strategy Strategic Objective Potential Action
Increase business revenue b Introduce a new product.
Business-Level Strategy Growth Y * P .
25% e Expand to a new location.

e Acquire a competitor.
Increase corporate revenue b e Expand to a new country.
Corporate-Level Strategy Growth P v b . . g
10% e Develop a business in a new

industry.
¢ Export products to that

country.
. Attract 10% overall market ry .
International Strategy Growth . e Acquire a local company in
share in a new country . .
that country to gain their

customers.

Table 8.1 (Attribution: Copyright Rice University, OpenStax, under CC-BY 4.0 license)

In Walmart’s case, for example, growing has meant expanding its online capabilities to better compete with Amazon. They have
acquired new companies to support this goal, including Shoebuy, Jet, ModCloth, and Flipkart to reach customers and increase their
online product selection, as well as Parcel, to build delivery services (CBInsights, 2018).

International strategy is similar to corporate strategy because it is concerned with the large-scale actions involved in entering a
brand-new geographic market. For companies operating internationally, strategic questions focus on how to successfully enter and
compete in a foreign market. International strategy can combine with business-level or corporate-level strategies because a growth
strategy at either scale can involve entering new markets to reach new customers.

The Grand Strategy

At all three levels, companies choose a grand strategy in response to the first question they should ask themselves: does the firm
want to grow, strive for stability, or take a defensive position in the marketplace? Often, the choice of a grand strategy is based on
conditions in the business environment because firms generally want to grow unless something (such as a recession) makes that
difficult. Note that a grand strategy and a corporate strategy can overlap significantly.

o A growth strategy involves developing plans to increase the size of the firm in terms of revenue, market share, or geographic
reach (often a combination of these, as they can overlap significantly). Walmart is implementing a growth strategy with the
acquisitions discussed in the corporate strategy section.

¢ A stability strategy is a strategy for a company to maintain its current income, market share, or geographic reach. A firm
usually works to maintain a stable position when the alternative is to lose ground in one of those categories, for example
because of competition or economic factors. In today’s business environment, publicly held firms rarely aim solely to maintain
the status quo, because shareholders and the stock market reward firm growth.

o Firms pursue defensive strategies in the face of challenges. A company that is struggling may decide to shrink its operations to
reduce costs to survive, for example. A company facing strong new competition may have to radically rethink its product
offerings or pricing in order not to lose too much market share to the newcomer. A technological innovation may make a
company’s products obsolete (or at least less attractive), forcing it to work to catch up to the new technology. Ford made a
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defensive decision when it recently decided to stop selling sedans in the United States because of slow sales compared with
those of trucks and SUVs.

Operationalizing a Grand Strategy

A firm operationalizes its choice of a grand strategy differently at each level of strategy (business, corporate, international). At the
business level, a growth strategy means that the manager will have to develop ways to grow the business by developing new
products or expanding the customer base for existing products, either at home or abroad. Expanding a corporation can take a wider
variety of forms. The CEO can develop new businesses, expand to new countries, acquire or merge with competitors, or perform
previously outsourced activities. International expansion can be accomplished by exporting goods to another country or by
acquiring a similar firm in another country to establish the company’s presence in that country. In all three of these cases, the grand
strategy would be growth, and the strategic objectives could be expressed in terms of revenue growth, profit growth, market share
growth, or even share price growth. Table 8.1 outlines how a grand strategy can be used to develop specific company actions.

? Concept Check

1. What is the difference between strategic objectives and a strategy?

2. Describe the three levels of strategy and what a manager developing strategy at each level is concerned with.
3. What is a grand strategy, and how does it relate to strategic objectives and the three levels of strategy?

4. What are the three grand strategies, and why would firms pursue each of them?

This page titled 8.7: Strategic Objectives and Levels of Strategy is shared under a CC BY 4.0 license and was authored, remixed, and/or curated
by Karen Calendo via source content that was edited to the style and standards of the LibreTexts platform.
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