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Abstract :
The effect of Strategic Business Units (SB U) on Organiz
Companies in South-East. Nigeria critically assessed the
Oreanizational Profitabiliny: over time. The Stucly
Business Units affect productivine, (i)
profitabiin in selecred manufacturing
descriptive Survey: design. The study had population of 500
compuanies in South Fast, Nigeria which was purposively used for the sake
commitment of the respondents. Qur of the 500 Que
represents YS.00% return rate which was used for the
questionnaire designed on g 3 point Likert scale and Oral Interviews. Data was analyz
pereentages The st of hvpothesis was done using the Chi Square
Correlation test. Findings reveal that Strategic Business Units si gnificantly (P < 0.05) enhance
in the selecred manufacturing companics. The conclusion of th
relationship benveen Strare

gic Business Unit, productivity and profitab
companics in Sowuth Fast, Nigeria,
enhancing the productiviy and profitability of manufacturing ¢
Jor Stakeholders in g competitive Business Environmment.
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L. Introduction

Until the 19405, strategy was seen as primarily a matter for the military. Military history
about strategy. Almost from the be
offensive and counter-offensive move
from the Greek for generalship, sirategia, and entered the English vocabulary in lf688
According o James® 1810 Military Dictionury. it differs from t
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s for the purpose of defeating an enemy. The word strategy
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zational profitability in selected manufacturing
impact of Strategic Business Units on
sought to: (i) ascertain the extent to which
determine the extent to which Strategic Business Units cnhance
companies in South East, Nigeria. The methodology adopted was
drawn from five selected mam

Strategic

facturing
of convenience, concern and
stionnaires distributed, 493 were returned which
study. Primary data collection was done with the
ed using tables and
Statistics and Pearson Product Moment
profitability
is research is that there is significant
ility in the selected manufucturing
The study recommends the adoption of Strategic Business Units in
ompanies for improved return on investment

is filled with stories

ginning of recorded time, leaders contemplating battle have devised

derives

as strategie.

actics, which are immehiale measures in
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tace of an enemy. Strategy concerns something “done out of sight of an enemy.” Its origin can be traced
back to Sun Tzu's The Art of War trom 500 BC. Over the years, the practice of Corporate strategy has
evolved through five phases (each phase generally involved the perceived failure of the previous phase).
These include: Basic Financial Planning (Budgeting), Long-range Planning (Extrapolation), Strategic
(Lxternally Oriented) Planning. Str;ucgic Management, Complex Systems Strategy: Complex Static
Systems or Emergence and Complex Dynamic Systems (Vijaykumar, 2009).

Chandler (1962) also stressed the importance of taking a long term perspective when looking at the future
in his work “soraregy and structure ' He opined that a long term coordinated strategy was necessary to give
a company structure, direction and tocus. This core idea is developed.into what is now called "SWOT
Analvsis T ac the Harvard Business School. Strengths and weaknesses of the firm are assessed in the light
ol the opportunities and threats from the Bus.iness environment. 4nsoff (1965) builds on Chandler’s work
by adding a range of strategic concepts and inventing a whole new vocabulary. He developed a strategy
grid that compared market penctration strategies, product development strategies, market devc‘lopment
strategies. horizontal and vertical integration and diversification strategies. He felt that he could use these

strategies to systematically prepare for future opportunities and challenges.

The management of diversified organizations requires new techniques and new ways of thinking. The first
Chief Exccutive Officer (CEO) to address the problem of multi-divisional Company was “Alfred Sloan " at
General Motors. [twas decentralized into Semi — Autonomous “Strategic Business Units (SBU’s) ™ but with

centralized support functions (Sloan, 1964).

Lamb (1984) describes strategic Business Unit as a unit that evaluates and controls the business and the
mdustries in which the company is involved. It assesses its competitors, sets goals and strategies to meet
all existing and potential competitors and then re-assess each strategy annually or quarterly to determine
how it has been implemented and whether it can succeed or needs replacement by a nel\v strategy to meet
changing circumstances, new technology. new competitors, new Economic environment or a new social

financial or political environment.

1.2 Statement of the Problem

Fhe turbulent nature of Nigeria business environment has resulted in poor performaﬁce of most of the
manutacturing businesses making their products of poor quality and consequently lacks competitiveness.
IUis estimated that the manufacturing sector in Nigeria has to bear additional indirect costs of sales because

of bottlenceeks in the business environment.
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Stratevic Business Units are into manufacturing, and thus is susceptible to the challenges facing the
Camalotine husinesses in Nigeria, These include: epileptic power supply: the country’s deficient
Hlrastrictire: credit squeeze: low purchasing power: high financing cost in the financial market and poor

performance which aflects investments.

Iherefore. in view of these challenging environmental factors on manufacturing companies in respect to
their Parent Companies and their estimated morbidity rate which is highly consequential cannot be ignored.
Pheir products are less competitive and sustainability is threatened as a result of poor performance, this
study is embarked upon to reverse this trend through the strengthening of their Strategic Business Units

which will enhance efficiency in the manufacturing sector.

1.3 Objectives of the Study
The study objective is on the effect of Strategic Business Units (SBU) on Organizational Profitability of
Selected Manufacturing Companies in South-East, Nigeria while the specific objectives of the study are as

tollows:

| To ascertain the extent to which Strategic Business Units affect productivity of selected
manutacturing companies in South East. Nigeria.
To determine the extent to which Strategic Business Units enhance profitability in selected

manufacturing companices in South East, Nigeria.

1.4 Research Hypotheses

The following hypotheses were proposed to guide this research. They are equally in line with the objectives

of this study. The hypotheses that are as follows: ‘

a |
Hy Strategic Business Units significantly enhance the improvement of productivity in selected

|
manufacturing uompamcs in South East, Nigeria. i

H.. Strategic Business Units promotes profitability in selected manufacturing companies in South East.

Nigerii,

REVIEW OF RELATED LITERATURE ' -

2.1 Conceptual Framework of Strategic Business Unit (SBU) “
|

According to Hill and Jones (2009) the global division monitors and controls the overseas|subsidiaries that
|

market the products and decides how much authority to delegate to managers in these couptries.
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Fhis arrangement of tasks and roles reduces the transaction of managing head offices across countries and
world regions. However, managers abroad are essentially under the control of managers in the global
division. and if' domestic and overseas Managers compete for control of strategy making. conflict and lack
of co-operation may result. Companies such as IBM, Citibank and Daimler Chrysler have experienced this
problem. Very often, significant strategic control has been decentralized to overseas divisions. When cost
pressures foree corporate managers to re-assess their strategy and they decide to intervene, such intervention
frequently provokes resistance, much of it due to difference in culture, not just corporate but also Country

ditferences

Implementing o global standardization Strategic Business Unit

When o company embarks in a global standardization Strategic Business Units today, it locates
manufacturing and other value chain activities at the global location that will allow it to increase efticiency,

quality and innovation. In doing so. it has to save the problems of cooerdinating and integrating its global

value chain activities. (Hill & Jones 2009)

"

[Uhas 1o find o structure that lowers the bureaucratic costs associated with resource transfer between
corporateheadquarters and its overseas divisions and provides the centralized control that a global
standardization strategy requires. The answer for many companies is a global product group structure. In
this structure, a product group headquarters is created to coordinate the activities of a company’s home and

overseas operations. The managers at cach product group headquarters decide where to locate the different

functions.
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2.2 Theoretical Framework

The Resource-Bused View ‘
|
|

Financial resources include the 1im's monetary sources and abilities to fund its operations.

Physical resources involve the company’s property, plants, and equipment, as well as its ability to obtain
raw materials. Human resources consist of the experience, backgrounds, and capabilitics of the firm's
personnel. Intellectual resources are comprised of the firm's knowledge and learning abilities that allow it

o sty annovative and competitive. Finally. the general resources of the firm vary betpveen business and
mdustries: buat some examples include the company's culture,

internal processes, management techniques,
relations with supplicrs. and organizational structure (Gregory 2015).

Fhe resource-hased view attempts to help companies identity the resources it controls that can lead to the

creation ol a sustainable compe

titive advantage. However, these resources must confain some infrinsic

value, A

tesetree s considered valuable it is unique. difficult to imitate, and difficult to substitute. If a
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single firme or only a limited number of firms. possess a resource that is impossible or costly to imitate,
competitors Hnd themselves at a disadvantage. Firms need to focus on this resource and fully exploit it. It
done correctly s the resource should lead to a sustainable competitive advantage that offers the firm above-

average perlormance for an extended period of time.
he Stakeholder View

Fhe staheholder view ofa fiem takes into account all internal and external groups that have an interest in a
firm's operations. Fhese stakeholders are directly impacted by the decisions and actions of the company.
Common stakcholders include  (he organization's shareholders, management, employees, suppliers.

ustomers. special interest groups. local communities and Jocal governments.

With this perspective, organizations need to participate in two activities, stakeholder analysis and
stakeholder management

Stakeholder analysis in\uiws identifving the particular company’s stakeholders, evaluating their wants,
needs, and ideas, and assimils wing their contributions into the firm's strategic management processes. The
stakeholder view intends for firms to evaluate the impacts of their actions on stakeholders and recognize

the potential consequences from their strategic decisions,

However an important aspect of this analysis requires the firm to prioritize certain stakeholders over others.
For instance. management needs (o pay more attention to the needs of the firm's shareholders than a special
mterest group trying to further their ideals. This can often be a difficult task given the large numbers of
staheholders many companies have: however, organizations need to recognize the stm\dloldus who are

mostimportant to the firm's success. and prioritize them accordingly.

|
Phe stakeholder view also requires fisms (o engage in stakeholder management. Thig process involves

tirm's relations with stakeholders through communication, negotiation, and contracting,

managing the b

Morcovers motivating dilTerent groups ol stakeholders to act in ways that benefit the [irm, as well as its
other staheholders, is an important aspect ol stakeholder management. Maintaining good working relations
withvinternaland external stakeholders has resulted in increased performance and decreased risk for many
organizations. T heretore, participating in this process increases the likelihood of a firm creating a

sustainable competitive advantage.

Phe resource-based and stakeholder views are not competing perspectives, rather they ar¢ simply processes
for organizations to identity or create competitive advantages. Companies depend on their stakeholders 1o
obtn and develop their resources. Being in good standing with these stakeholders increa ses the probability

for the company 1o receive more benelicial terms from arrangements. For instance. a supplier might offer
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(4 better price for the goods and services it provides, or a retailer may push a firm's product over a

competitor's,

2.3 Empirical Review

To ascertain the extent to which Strategic Business Units affect productivity of Manufacturing
Companies,

Walkman (2009) in a research to check the extent to which Strategic Business Units affect productivity in
manufacturing companies confirms that there is a significant relationshipbetween Strategic Business Units
and productivity of manufacturing companies. He asserts that the three most important characteristics of
any Strategic Business Unit are Competitiveness, Strategy and Productivity. Competitiveness describes
how an organization meets the needs and wants of customers compared to the competitors of the
organization, in other words demand. Strategic Business Units help organizations achieve their goals by
using tactics. which are the methods and actions taken to accomplish its strategies. Lastly, Productivity
helps Strategic Business Units know what materials are used effectively. Productivity = Output (Goods and
Services) / Input (Labour, materials, energy and other resources). He affirms that productivity measures are
usetul for tracking a Strategic Business Units performance overtime. and judging the performance of an
entire industry or Country. Productivity is a measure of the effective use of resources, usually expressed as
the ratio oFoutput to input. It is an important ingredient of Organizational and Functional level Strategies.

A succeesstul Strategic Business Unit must work hard to improve and grow its revenue base by ensuring,
that goods and services are produced in a cost effective manner.

Hill and Kent (2011) in their research on the impact of Strategic Business Units and productivity of
manulacturing companies conclude that' Strategic Business Units are more productive alhd innovative than
mere work groups in an organization. They produce results that exceed what groups of individuals can do
through simple cooperation and coordination. Such results reflect a “team effect”; members pérform better
whenthey feel they are part of a productive Strategic Business Unit. The root of this benefit is members’
strong mutual commitment to their joint work. The commitment creates compelling social and emotional

bonds among members, who come 1o believe that “we will all succeed or fail together and that no one can

succeed if the team fails. In every team “we” triumphs over “I”. Unless you have baen part of a team

yoursell, it is hard to understand the exhilaration produced by this sense of what ° wa" can accomplish

together,
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The study by Jeft (2009) on Strategic Business Units and productivity concludes that one of the ‘most
important parts of running a successful business is that you need to have a viable Strategic.Business Unit. -
Not only that you want your business organized in a way that your Strategic Business Unit can be most
elfective. Making sure of this can be tricky but it has to happen if your business is going to be successful.
Ihe reason that you need to make sure that you have a good organization and Strategic Business Units for
vour business is that it will keep things running smoothly. It will ensure that everyquy knows what they
are supposed to be doing and what goals of the business are. This will keep everyone on the same page and
working towards the same goals. Most companies know that they need to have a good Strategic Business

Unit to drive organizational productivity. . £l

To determine the extent to which Strategic Business Units enhance profitability in Manufacturing
Companies »

A research by Hofstrand (2014) on Strategic Business Units and profitability confirms that a business that
is not profitable cannot survive. Whether you are recording profitability for the past period or projecting
profitability for the coming period, measuring profitability is the most important measure of the success of
a Stratevic Business Unit. Conversely. a Strategic Business Unit that is highly profitable has the ability to
reward its owners and parent companies large return on their investment. Enhancing profitability is one of
e most important tasks of SBU Presidents. Strategic Business Unit Presidents constantly look for ways to
crow the business to improve profitability. These potential changes can be analyzed with a pro forma
income statement or a partial budget. Partial budgeting allows you to assess the impact on profitability ofa
small or incremental change in the business strategies before it is implemented. ;
Equally subscribing to the same view on Strategic Business Units and profitability. Mankins and Steele
(2005) in their work on Turning Great Strategy into performance agrees that Stratc%gic Business Units
enhance profitability of manufacturing companies. They came to the conclusion that a ‘}_select group of high

|
performing companies have managed to close the Strategy to Performance gap throughibetter planning and
. |

exeeution. These companies develaped realistic plans that are solidly grounded in the un\‘derlying economics

of their markets and then use the plans to drive execution. Their disciplined planning-and execution

processes make it far less likely that they will face a shortfall in actual performance. If they do fall short,
\
their processes enable them to discern the cause quickly and take corrective action. While these companies’

| ¥

practices are broad in scope, ranging from unique forms of planning to integrated proc&sses for deploying .
and tracking resources. Experience suggests that they can be applied by any Strategic Blisiness Unit to help
cralt great plans and turn them into great performance. Their research affirms that cor\wpanies on average

\

g5 1 4

deliver only 63% of the financial performance their Strategies promise. Leaders then pl]‘l“ the wrong levers

|
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