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Objectives of Strategic Business Unit: A Deep
Dive for Growth

So, you're diving into the world of strategic business units (SBUs)? That's
great! Understanding the objectives of a strategic business unit is crucial
for any organization aiming for sustainable growth and competitive advantage.
This isn't just some corporate jargon; it's the bedrock of effective business
strategy. This comprehensive guide will unravel the complexities of SBU
objectives, providing you with a clear, actionable understanding of what they
are, why they matter, and how to define them effectively. We'll move beyond
the textbook definitions and delve into real-world applications and best
practices. Get ready to elevate your strategic thinking!

What is a Strategic Business Unit (SBU)?

Before we jump into objectives, let's ensure we're on the same page. A
Strategic Business Unit (SBU) is a fully functional unit within a larger
organization. Think of it as a mini-company operating within a company. It
has its own distinct mission, target market, competitors, and profit-and-loss
responsibility. Essentially, it's a self-contained entity that allows larger
corporations to manage diverse product lines or geographic markets more
effectively. Examples include a major bank's consumer lending division, a
large technology company's software development arm, or a multinational food
company's regional operations in Asia.

Primary Objectives of a Strategic Business Unit: The
Core Goals

The core objectives of any SBU, regardless of industry or size, generally
revolve around a few key areas:

1. Profitability and Revenue Growth: This is often the most prominent
objective. SBUs are expected to generate profits and increase their
revenue streams. This might involve expanding market share, launching
new products, or improving operational efficiency. The specific targets
for profitability and growth will vary based on the overall corporate
strategy and the SBU's competitive landscape.

1. Market Share and Competitive Advantage: SBUs strive to secure and



maintain a significant portion of their target market. This requires
understanding the competitive landscape, identifying opportunities for
differentiation, and developing robust marketing and sales strategies. A
strong competitive advantage—perhaps through superior technology, brand
recognition, or cost leadership—is vital for achieving market share
goals.

1. Customer Satisfaction and Retention: Happy customers are essential for
long-term success. SBUs need to prioritize customer satisfaction by
providing high-quality products or services, excellent customer service,
and building strong relationships. Customer retention, acquiring repeat
business, is often a more cost-effective strategy than constantly
acquiring new customers.

1. Innovation and Product Development: In today's dynamic marketplace,
innovation is paramount. SBUs must continuously seek new opportunities
for product development, service improvement, and process optimization.
This might involve investing in research and development, exploring new
technologies, or adapting to changing customer needs.

1. Operational Efficiency and Cost Control: Maximizing efficiency and
controlling costs are critical for profitability. SBUs need to
streamline their operations, optimize their supply chains, and identify
opportunities for cost reduction without compromising quality or
customer satisfaction. This often involves leveraging technology and
implementing lean management principles.

Defining SMART Objectives for Your SBU

Defining effective SBU objectives requires a SMART approach:

Specific: Clearly define the objective, leaving no room for ambiguity.
Instead of "increase sales," aim for "increase sales by 15% in the next
fiscal year."

Measurable: Establish quantifiable metrics to track progress. Use key
performance indicators (KPIs) like revenue growth, market share, customer
satisfaction scores, and return on investment (ROI).

Achievable: Set realistic goals based on market conditions, resources, and
internal capabilities. Overly ambitious targets can lead to frustration and
demotivation.

Relevant: Ensure that objectives align with the overall corporate strategy



and the SBU's mission and vision. They should contribute meaningfully to the
organization's overall goals.

Time-bound: Establish deadlines to maintain focus and accountability. This
provides a clear timeframe for achieving objectives and allows for timely
adjustments.

Aligning SBU Objectives with Corporate Strategy

The success of an SBU is intrinsically linked to the overall corporate
strategy. SBU objectives must be carefully aligned with the organization's
broader goals. This ensures that the SBU's activities contribute to the
overall success of the company. Misalignment can lead to resource conflicts,
duplicated efforts, and ultimately, decreased profitability.

Monitoring and Evaluating SBU Performance

Regular monitoring and evaluation are crucial for ensuring that SBUs are on
track to achieve their objectives. This involves tracking KPIs, analyzing
performance data, and making necessary adjustments to strategies and tactics.
Regular performance reviews provide valuable insights into what's working,
what's not, and where improvements are needed.

Conclusion

Understanding and defining the objectives of a strategic business unit is
essential for driving growth and achieving competitive advantage. By focusing
on profitability, market share, customer satisfaction, innovation, and
operational efficiency, and by employing a SMART approach to goal setting,
organizations can empower their SBUs to reach their full potential and
contribute significantly to the overall success of the enterprise. Remember,
consistent monitoring and adaptation are key to navigating the ever-changing
business landscape.

FAQs:

1. Can an SBU have multiple objectives? Yes, SBUs typically have several
interconnected objectives, often prioritized based on strategic
importance.

1. How frequently should SBU objectives be reviewed and updated? Ideally,
SBU objectives should be reviewed at least annually, or more frequently
if market conditions change significantly.



1. What happens if an SBU fails to meet its objectives? This triggers a
review process to identify underlying issues, adjust strategies, and
possibly reallocate resources. In extreme cases, restructuring or even
divestiture might be considered.

1. How does the size of the SBU impact its objectives? Larger SBUs might
have more diversified objectives, while smaller SBUs might focus on a
narrower set of key goals.

1. What role does leadership play in defining and achieving SBU objectives?
Strong leadership is critical for setting clear expectations, motivating
teams, and ensuring accountability in achieving SBU objectives.
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