78. Making Strategic, Global Decisions
1. Fill in the gaps

Strategic decisions are so long-term and so major that they cannot (easily) be reversed. In 2013 mining giant Glencore bought Xstrata Mining for more than $40 billion. After just two years Glencore’s share price had crashed by 75% and analysts were questioning whether the business could survive _________________ commodity prices. Bad decisions such as this are often due to arrogance on the part of company leaders. They kid themselves about their talents and block out questioning voices from ___________________________ such as staff and shareholders. As strategic decisions are long-term, it may be many years before anyone really knows whether the decision was the right one. In 2009 Cadbury’s decided to strengthen its ethical credentials. It agreed to purchase all the cocoa for its Dairy Milk chocolate from ‘Fairtrade’ sources in Ghana. This added to the company’s variable costs, but may protect it from _________________ group criticism and may add ______________to the Cadbury brand name.  Missing words from: value … stakeholders … falling … pressure

2. Match the key resource to the strategic decision
	Strategic decision
	Ans
	Key resource

	2.1 To open TopShop outlets in India
	
	a) The cash flow to pay for the costs of disruption and removals

	2.2 To withdraw the business entirely from wholesale and retail distribution
	
	b) A senior executive capable of taking a vital leadership position.

	2.3 To move the business’s call centre operation back from India to Britain
	
	c) A very senior manager with understanding of the local market

	2.4 The Board of Directors decides to dismiss the Managing Director of its biggest subsidiary
	
	d) An executive with a terrific grasp of on-line retail selling


3. Explain the probable reason why:
3.1 In 2007, Tesco’s boss Terry Leahy committed £1,250m to the development of Tesco (Fresh’n Easy) in America

______________________________________________________________________________________

______________________________________________________________________________________  
3.2 A firm might put a strategic decision on hold until it can find just the right person to do the job._____________
______________________________________________________________________________________

______________________________________________________________________________________  
4. Strategic or Tactical Decisions? (Say which one, then briefly state your reason)

	Statement
	Strategic or Tactical?

	4.1 To seize the opportunity to open the first chain of luxury ice cream outlets in China
	

	4.2 To tackle sales weakness in the North with a major sales promotion based on Buy One Get One Free.
	

	4.3 To address a potential sales threat from an Italian firm by launching a complete range of Italian products.
	

	4.4 To cut back on our training budget during this recession
	

	4.5 To focus the energies and resources of the business upon its strengths (not correcting weaknesses).
	


78. ANSWERS – Making Strategic, Global Decisions
1. stakeholders … pressure … value
2.1 c)

2.2 d)

2.3 a)

2.4 b)

3.1 Presumably he decided that £1.25bn was the sum required to genuinely test whether the business plan for America was viable (we now know that it was a disastrous mistake)
3.2 When Richard Branson wants to open a new division within Virgin, such as its Space Tourism business, he will wait until he finds the right person to run it. Few people can combine the roles of leader, entrepreneur and top decision maker.
4.1 Strategic: clearly part of a long-term goal, difficult to reverse and requiring substantial resources

4.2 Tactical: this is a short-term fix to what may or may not be a long-term problem

4.3 Hard to say: might be tactical (launch until the Italian firm gives up, then perhaps withdraw your own product from the market) or could be long-term, strategic (though not necessarily sensible!)

4.4 Very tactical; no reason to suppose that it’s part of a long-term plan to reduce training spending.

4.5 Strategic: would affect the long-term plans of all managers working for the business
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