
example of a strategic business unit
example of a strategic business unit refers to a distinct segment within a larger
organization that operates independently and is responsible for its own strategy and
profitability. Strategic business units (SBUs) allow companies to allocate resources
effectively, tailor marketing strategies, and respond swiftly to market changes.
Understanding SBUs is crucial for effective business management and strategic planning.
This article delves into the definition of SBUs, their characteristics, and practical examples,
providing insights into how they contribute to organizational success. Additionally, we will
discuss the advantages and challenges of managing SBUs, along with best practices for
optimizing their performance.
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Understanding Strategic Business Units
A strategic business unit (SBU) is a segment of an organization that focuses on a specific
market or product line, operating independently within the larger corporate structure. SBUs
are designed to enhance organizational focus and accountability by allowing different parts
of a business to operate with a degree of autonomy. This structure enables firms to respond
quickly to changes in the market, leverage specialized expertise, and tailor strategies that
align with their unique competitive environments.

SBUs are often distinct in terms of their customer base, product offerings, and their
competitive strategies. They are usually evaluated based on their market share, growth
potential, and profitability. By organizing a corporation into SBUs, businesses can better
manage their diverse portfolios and ensure that each unit is aligned with the overall
corporate goals.

Characteristics of Strategic Business Units
Strategic business units possess several defining characteristics that distinguish them from



other organizational components. Understanding these traits is essential for effectively
managing SBUs and leveraging their potential for organizational success.

Autonomy
SBUs operate with a significant degree of independence from the parent company. This
autonomy allows them to develop their own strategies, make decisions quickly, and
respond to market demands without waiting for approval from higher management. This
speed of decision-making is crucial in dynamic markets.

Defined Market Focus
Each SBU typically focuses on a specific market segment or product category. This
specialization allows them to tailor their marketing strategies and operations to meet the
unique needs of their target customers, leading to more effective business outcomes.

Performance Accountability
SBUs are accountable for their own performance, including profitability and market share.
This accountability creates a culture of performance within each unit, motivating teams to
achieve their goals and contribute to the overall success of the corporation.

Resource Allocation
Strategic business units are often allocated resources based on their performance metrics
and potential for growth. This targeted resource allocation ensures that high-performing
units receive the support they need to thrive while underperforming units may undergo
strategic reassessment.

Examples of Strategic Business Units
Several well-known companies illustrate the concept of strategic business units. These
examples showcase how different organizations structure their SBUs to achieve success
and maintain competitiveness.

Procter & Gamble
Procter & Gamble (P&G) is a prime example of a company that utilizes strategic business
units. P&G operates multiple SBUs, each focusing on specific product categories such as
personal care, cleaning products, and health care. Each SBU manages its own product lines,
marketing strategies, and financial performance, allowing P&G to innovate and respond to
consumer needs effectively.



General Electric
General Electric (GE) has a diverse portfolio that includes SBUs in aviation, healthcare,
power, and renewable energy. Each unit operates independently, focusing on its respective
market while leveraging GE's overall brand strength and resources. This structure enables
GE to pursue growth opportunities in various industries while maintaining strategic
oversight.

Apple Inc.
Apple Inc. is another example, with its SBUs centered around product lines such as iPhones,
iPads, Macs, and services like Apple Music and iCloud. Each SBU targets different consumer
markets and employs distinct marketing strategies, contributing to Apple's overall market
leadership and innovation.

Advantages of Strategic Business Units
Implementing strategic business units offers several advantages that can enhance
organizational performance and market competitiveness.

Enhanced Focus: SBUs allow for a concentrated focus on specific markets or product
lines, leading to better strategic alignment and operational efficiency.

Improved Responsiveness: The autonomy of SBUs facilitates faster decision-
making, enabling businesses to adapt swiftly to market changes and consumer
preferences.

Targeted Strategies: Each SBU can develop tailored marketing and operational
strategies that resonate with their specific customer base, increasing effectiveness.

Performance Measurement: SBUs can be evaluated independently, allowing
organizations to identify high-performing sectors and allocate resources more
effectively.

Innovation: With their focused approach, SBUs often foster innovation, as they can
experiment and implement new ideas without extensive corporate bureaucracy.

Challenges in Managing Strategic Business Units
While SBUs offer significant benefits, they also present challenges that organizations must
navigate to ensure success.



Coordination Issues
As SBUs operate independently, maintaining coordination between different units can be
challenging. This lack of coordination can lead to duplication of efforts, inconsistent
branding, and misalignment of corporate objectives.

Resource Allocation Conflicts
Conflicts may arise over resource allocation, especially when multiple SBUs compete for
limited corporate resources. Balancing the needs of different units while ensuring overall
corporate health is crucial for effective management.

Market Overlap
In some cases, SBUs may target overlapping markets, leading to internal competition and
potential cannibalization of sales. Organizations must carefully evaluate their market
strategies to mitigate these risks.

Best Practices for Optimizing Strategic Business
Units
To maximize the effectiveness of strategic business units, organizations should adopt
several best practices that enhance performance and alignment with corporate goals.

Clear Strategic Objectives
Establishing clear and measurable strategic objectives for each SBU is essential. This clarity
helps align the unit's goals with the overall corporate strategy and provides a framework for
performance evaluation.

Regular Performance Reviews
Conducting regular reviews of SBU performance allows organizations to assess progress,
identify challenges, and make necessary adjustments. These reviews should include
financial metrics, market share analysis, and customer feedback.

Encouraging Collaboration
Fostering collaboration among SBUs can enhance resource sharing, innovation, and overall
strategic alignment. Encouraging cross-unit projects and communication can mitigate
coordination challenges.



Conclusion
Understanding the example of a strategic business unit is crucial for organizations seeking
to optimize their structure and enhance competitiveness. By leveraging the characteristics
of SBUs, companies can focus on specific markets, respond quickly to changes, and drive
innovation. While challenges exist, adopting best practices can lead to successful
management of SBUs, ultimately contributing to the organization's long-term success and
profitability. As the business landscape continues to evolve, the strategic use of SBUs will
remain a key factor in achieving competitive advantage.

Q: What is a strategic business unit (SBU)?
A: A strategic business unit (SBU) is a distinct segment of a larger organization that
operates independently, focusing on a specific market or product line, and is responsible for
its own strategy and profitability.

Q: How do strategic business units contribute to
organizational success?
A: SBUs enhance organizational success by allowing focused strategies, improved
responsiveness to market changes, and performance accountability, all of which drive
innovation and operational efficiency.

Q: Can you provide an example of a strategic business
unit?
A: An example of a strategic business unit is Procter & Gamble's personal care division,
which operates independently, focusing on its specific market and developing tailored
strategies for its products.

Q: What are the advantages of implementing SBUs?
A: The advantages of implementing SBUs include enhanced focus on specific markets,
improved responsiveness, targeted strategies, measurable performance, and fostering
innovation.

Q: What challenges do organizations face when
managing SBUs?
A: Challenges include coordination issues between units, conflicts in resource allocation,
and potential market overlaps that can lead to internal competition.



Q: How can organizations optimize the performance of
their SBUs?
A: Organizations can optimize SBU performance by setting clear strategic objectives,
conducting regular performance reviews, and encouraging collaboration among different
units.

Q: What role does autonomy play in SBUs?
A: Autonomy allows SBUs to make independent decisions, develop their own strategies, and
respond quickly to market demands, which is essential for success in dynamic
environments.

Q: How do SBUs affect resource allocation in a
corporation?
A: SBUs affect resource allocation by allowing organizations to allocate resources based on
performance metrics, ensuring that high-performing units receive the necessary support to
thrive.

Q: Are SBUs suitable for all types of businesses?
A: While SBUs can be beneficial for many organizations, their suitability depends on the
business's size, market complexity, and the diversity of its product lines or services.
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within the text are both local and global, with a new focus on a 'skills approach', and each part of the
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empower business associates. Quality concepts - market growth, financial and core competency - are
outlined and a variety of growth strategy tools presented. The relationship between continuous
improvement metrics and business growth metrics is explained and their relevance to financial
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areas such as Sales and Marketing; Product Development; Operations; Support Services; and the
Finance function, contribute. Leadership responsibilities, employee participation in the execution of
growth strategy, culture and change issues are also discussed. Business leaders, managers and
consultants, academics and teachers, as well as higher level students on business-related courses
will find enormous value in this book. It is unusual, if not unique, in presenting the total process
from vision to mission, to development of a growth strategy, implementation of initiatives, use of
tools, and measurement of both operational and financial outcomes.
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Sherwood, J. Paul Dunn, 1993 Planning is a critical process when starting a new business or
introducing a new product. Market Analysis shows readers how to execute a feasibility study for
more effective planning. A step-by-step approach leads the reader through the feasibility analysis
process and describes what needs to be done and how to do it. Techniques and tools used in
preparing a feasibility study are emphasized and can easily be applied directly from the book to real
situations. Three sample feasibility studies are included to demonstrate the application of tools in
manufacturing, service, and non-profit settings. Market Analysis contains all the information needed
to complete a feasibility study and a complete outline of a business plan. It covers such important
topics as strategic management and planning, determining market size for a product or business,
analyzing costs and returns on investment for new products and services, sources of capital for new
ventures, and analysis of competition. An annotated bibliography of sources of data used for
feasibility studies is included for quick reference. Market Analysis is the ideal guide for all strategic
planners, market analysts, and marketing researchers. Anyone considering starting a business or
launching a new product will find this practical book packed with invaluable information. Translated
into Chinese!
  example of a strategic business unit: Tool and Manufacturing Engineers Handbook:
Manufacturing Management Raymond F. Veilleux, 1988-12-12 Engineers, corporate managers,
project managers, and production managers will use Manufacturing Management to answer
important planning questions, manage new systems and technologies, and to integrate design,
engineering, and manufacturing to bring products to market faster at the most competitive cost.
Volume 5 also helps you focus on management' s role in quality programs such as setting objectives,
monitoring outcomes, and how to make continuous quality improvements while reducing quality
costs.
  example of a strategic business unit: The Strategy Planning Process Rudolf Grünig,
Richard Kühn, 2018-04-18 Developing future strategies for a company is an important and complex
task, and forms the core issue in this book. A company’s strategy defines its future direction,
specifying its desired market position and key competitive advantages both at the level of market
offers and of resources. This book provides clear, straightforward advice for professionals: after a
brief introduction to strategic planning, a heuristic process for determining future strategies is
presented. It shows how to analyze a company’s current situation, develop and assess options for the
future, and define implementation projects. Throughout the book, detailed recommendations are
illustrated with the help of numerous concrete examples. As a result of studying applications of the
book in practice, the second edition benefits from a simplified, hands-on analysis and planning
process at the business level.
  example of a strategic business unit: Sales Management Thomas N. Ingram, Raymond W.
LaForge, Ramon A. Avila, Charles H. Schwepker Jr, Michael R. Williams, 2024-01-22 This 11th
edition of Sales Management continues the tradition of blending the most recent sales management
research with the real-life best practices of leading sales organizations and sales professionals.
Reflecting today’s emphasis on analytics and customer experience (CX), this edition focuses on the
importance of employing different data-based selling strategies for different customer groups, as
well as integrating corporate, business, marketing, and sales-level strategies and plans. Sales
Management includes coverage of the current trends and issues in sales management, along with
real-world examples from the contemporary business world that are used throughout the text to



illuminate chapter discussions. The new 11th edition includes: Emphasis on data-driven decision
making, ethics, the use of artificial intelligence, the customer experience, leadership, sales
enablement technology, and new communication technologies Updated end-of-chapter cases with
application questions, along with skill-building experiential exercises with discovery investigations
and focused role plays, which place students in the role of sales manager Updated ethical dilemmas
for students to practice ethical decision making Revised ‘Sales Management in Action’ boxes
Multiple vignettes embedded in each chapter featuring sales management professionals and
well-known companies discussing key topics from that chapter This text is core reading for
postgraduate, MBA, and executive education students studying sales management. An updated
online instructor’s manual with solutions to cases and exercises, a revised test bank, and updated
PowerPoints is available to adopters.
  example of a strategic business unit: Reinventing Strategic Planning Stephen G. Haines, Jim
McKinlay, 2007
  example of a strategic business unit: Marketing and Semiotics Jean Umiker-Sebeok,
2012-10-25 No detailed description available for Marketing and Semiotics.
  example of a strategic business unit: Strategic Management of Innovation Networks Müge
Özman, 2017-03-08 Suitable for a one- or two-semester course for undergraduate and graduate
students, this interdisciplinary textbook explains the diverse aspects of innovation and social
networks, which occupy a central place in business and policy agendas. Its unified approach
presents networks as nested systems that can span organisations, industries, regions, and markets,
giving students a holistic perspective and reducing the amount of effort required to learn the
theoretical framework for each layer. With engaging real-world examples, the text also provides a
practical guide on how to manage networks to increase innovation and improve performance. Topics
covered include forming teams to foster creativity, selecting partners and leveraging partnerships
for learning, managing organisational change, and sponsoring technologies in communities.
Students will learn the metrics used in social network analysis and how they are interpreted and
applied. Suggested reading lists and online resources offer opportunities for further review and
practice.
  example of a strategic business unit: Organizational Behaviour: A Modern Approach Kumar
Arun & Meenakshi N., 2009-11-01 Organizational Behaviour As A Management Discipline Is A
Fascinating Subject And Is Becoming Increasingly Important As People With Diverse Backgrounds
And Cultural Values Have To Work Together Effectively And Efficiently. This Book Addresses All The
Issues That Come In To Play In An Organization In Today S Global Economy. It Has A Novel
Orientation And Its Primary Aim Is To Let Practitioners And Students Know The Latest And Best
Trends In Organizational Behaviour. This Book Prescribes Methods To Manage Employees And
Suggests That The Management Takes Responsibility For Everything That Might Adversely Affect An
Employee S Capacity To Work Creatively And Intelligently, Irrespective Of The Place Inside The
Organization Or Outside It. The Focus Of The Book Is On Holistic Development Of The Individual.
Peeping Into The Human Mind, It Shows How Organizations Can Tap The Passions And Fears Of
Their Employees To Make Them More Creative And Productive. The Book Prescribes A Democratic
And Inclusive Management Stye. A Special Feature Of This Book Is That There Is An Innovative
Integration Of Chapter Objectives And Summaries Leading To Analysis Through Caselets. Every
Point In The Objectives Has Corresponding Text And Is Supplemented By A Case. Going Through
This Book Will Be A Personally Fulfilling Experience And Maybe It Succeeds To Make The Readers
Better Human Beings, Better Teachers, Better Friends And May Be Even Better Managers.
  example of a strategic business unit: Marketing Plans for Service Businesses Malcolm
McDonald, Adrian Payne, 2006 'Marketing Plans for Service Businesses' is the answer to the
challenge of creating marketing plans that produce significantly improved bottom-line results. It is
written in a pragmatic style and each chapter has examples of marketing planning in practice.
  example of a strategic business unit: Marketing Due Diligence Malcolm McDonald, Brian
Smith, Keith Ward, 2006 Marketing due diligence is a process, which has emerged from one of



Europe's leading business schools. It blends proven ideas from strategic and financial management
with concepts about organisational effectiveness to create a process that directly connects
marketing strategy to shareholder value.
  example of a strategic business unit: Information Security Governance Andrej Volchkov,
2018-10-26 This book presents a framework to model the main activities of information security
management and governance. The same model can be used for any security sub-domain such as
cybersecurity, data protection, access rights management, business continuity, etc.
  example of a strategic business unit: ebook: Managing Operations Across the Supply
Chain Swink, 2016-09-16 ebook: Managing Operations Across the Supply Chain
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