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Strategy Generation and Selection
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Tujuan Kuliah

• Describe a three-stage framework for choosing among alternative 
strategies.

• Explain how to develop a 

1. Strengths-Weaknesses-Opportunities-Threats (SWOT) Matrix
2. Strategic Position and Action Evaluation (SPACE) Matrix
3. Boston Consulting Group (BCG) Matrix

4. Internal-External (IE) Matrix
5. Grand Strategy Matrix
6. Quantitative Strategic Planning Matrix (QSPM)
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The Strategy-Formulation 
Analytical Framework
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Stage 2 
The Matching Stage

• Strategy: The match an organization makes between its internal resources 
and skills and the opportunities and risks created by its external factors.

• 5 techniques 
1. SWOT Matrix

2. SPACE Matrix 

3. BCG Matrix 

4. IE Matrix 

5. Grand Strategy Matrix. 

• These tools rely on information derived from the input stage

• Matching external and internal is the key to effectively generating feasible 
alternative strategies. 

6



7

1. Strengths-Weaknesses-Opportunities-Threats 
(SWOT) Matrix



Matching Key External and Internal Factors to 
Formulate Alternative Strategies
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SWOT MATRIX
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SWOT MATRIX
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SWOT MATRIX
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Limitations with SWOT Matrix

❑ Does not show how to achieve a competitive advantage

❑ Provides a static assessment in time

❑ May lead the firm to overemphasize a single internal or 
external factor in formulating strategies
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2. Strategic Position and Action 
Evaluation (SPACE) Matrix
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SPACE Factors
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Steps to Developing a SPACE Matrix

1. Select a set of variables to define financial position (FP), competitive 
position (CP), stability position (SP), and industry position (IP).

2. Assign a numerical value: 
a. From +1 (the worst) to +7 (the best) to each FP & IP dimension  
b. From -1 (the best) to -7 (the worst) to each SP & CP dimension

3. Compute an average score for FP, CP, IP, and SP

4. Plot the average score on the appropriate axis

5. Add the two scores on the x-axis and plot the point. Add the two scores 
on the y-axis on the y-axis and plot the point. Plot the intersection of the 
new xy point.

6. Draw a directional vector from the origin through the new intersection 
point.
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Example Strategy Profiles
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Example Strategy Profiles
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3. Boston Consulting Group (BCG) Matrix
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BCG Matrix

• Multidivisional firm 

• Autonomous divisions = business portfolio

• Divisions may compete in different industries

• Focus on market-share position & industry growth 
rate

23



BCG Matrix

• Graphically portrays differences among divisions in terms of 
relative market share position and industry growth rate

• Allows a multidivisional organization to manage its portfolio of 
businesses by examining the relative market share position and 
the industry growth rate of each division relative to all other 
divisions in the organization

• Size of the circle represents the size of sales compared to other 
divisions in the company.

• The pie slices within the circles represent the percent of 
corporate profits contributed by each division.
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The BCG Matrix
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BCG Matrix
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❖Question marks – Quadrant I

 Organization must decide whether to strengthen them by 

pursuing an intensive strategy (market penetration, market 

development, or product development) or to sell them

❖Stars – Quadrant II 

 represent the organization’s best long-run opportunities for 

growth and profitability



BCG Matrix
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❖Cash Cows – Quadrant III 

 generate cash in excess of their needs 

 should be managed to maintain their strong position for as 

long as possible

❖Dogs – Quadrant IV

 compete in a slow- or no-market-growth industry

 businesses are often liquidated, divested, or trimmed down 

through retrenchment



BCG Matrix
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BCG Matrix
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BCG Matrix
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❖The major benefit of the BCG Matrix is that it draws 

attention to the cash flow, investment characteristics, 

and needs of an organization’s various divisions



The Internal-External (IE) Matrix
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The Internal-External Matrix
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❖Positions an organization’s various divisions in a 

nine-cell display

❖Similar to BCG Matrix except the IE Matrix:

 Axes are different

 Requires more information about the divisions

 Strategic implications of each matrix are different



The Internal-External Matrix
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The Internal-External Matrix
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The Internal-External Matrix
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Grand Strategy Matrix



Grand Strategy Matrix

➢ All organizations can be positioned in one of the grand 
Strategy Matrix’s four strategy quadrants. 

➢Based on two evaluative dimensions: 
❖competitive position and 

❖market (industry) growth

➢Any industry whose annual growth in sales exceeds 5 
percent could be considered to have rapid growth. 
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Grand Strategy Matrix
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Rapid market growth

Slow market growth

Weak 
competitive
position

Strong
competitive
position

Quadrant I
• When an organization has excessive resources, then 

backward, forward, or horizontal integration may be 
effective strategies. 

• When a firm is too heavily committed to a single 
product, then  related diversification may reduce the 
risks associated with a narrow product line.

• Firms can afford to take advantage of external 
opportunities in several areas.

Quadrant II 
• Because firms are in a rapid-market-growth industry, an 

intensive strategy (as opposed to integrative or 
diversification) is usually the first option that should be 
considered. 

• If the firm is lacking a distinctive competence or 
competitive advantage, then horizontal integration is 
often a desirable alternative. 

• As a last resort, divestiture or liquidation should be 
considered. 

Quadrant III 
• Extensive cost and asset reduction (retrenchment) 

should be pursued first. 
• An alternative strategy is to shift resources away 

from the current business into different areas 
(diversify).

• I if all else fails, the final options for Quadrant III 
businesses are divestiture or liquidation.

Quadrant IV
• Have the strength to launch diversified programs 

into more promising growth areas.
• Firms have characteristically high cash-flow levels 
• Can pursue related or unrelated diversification 

and joint venture



Grand 
Strategy 
Matrix
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❑ Excellent strategic position
❑ Concentration on current 

markets/products
❑ Take risks aggressively when 

necessary

❑ Evaluate present approach
❑ How to improve 

competitiveness
❑ Rapid market growth 

requires intensive strategy

❑ Compete in slow-growth 
industries

❑ Weak competitive position
❑ Drastic changes quickly
❑ Cost & asset reduction 

(retrenchment)

❑ Strong competitive position
❑ Slow-growth industry
❑ Diversification to more 

promising growth areas



Quantitative Strategic Planning Matrix 
(QSPM)
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Quantitative Strategic Planning Matrix 
(QSPM)
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❖Quantitative Strategic Planning Matrix (QSPM) 

 objectively indicates which alternative strategies are best 

 uses input from Stage 1 analyses and matching results from 

Stage 2 analyses to decide objectively among alternative 

strategies



Steps to Develop a QSPM
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1. Make a list of the firm’s key external opportunities/threats and 

internal strengths/weaknesses in the left column.

2. Assign weights to each key external and internal factor.

3. Examine the Stage 2 (matching) matrices, and identify alternative 

strategies that the organization should consider implementing.

4. Determine the Attractiveness Scores.

5. Compare the Total Attractiveness Scores.

6. Compute the Sum Total Attractiveness Score.



Steps to Develop a QSPM
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➢ Alternative Strategies

Make sure your strategies are stated in specific terms, such as “Open 275 new stores in 

Indonesia” rather than “expand globally” or “Open new stores in Indonesia.”

➢ Attractiveness Scores (AS)

o “Does this factor affect the choice of strategies being made?” 

o 1 = not attractive, 2 = somewhat attractive, 3 = reasonably attractive, and 4 = highly 

attractive

o Attractive: that one strategy, compared to others, enables the firm to either 

capitalize on the strength, improve on the weakness, exploit the opportunity, or 

avoid the threat. 

o If the respective key factor has no effect upon the specific choice being made, then 

assign a dash (-).
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QSPM
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QSPM
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Quantitative Strategic Planning Matrix 
(QSPM)
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Advantages
➢Sets of strategies considered simultaneously or sequentially
➢Integration of pertinent external & internal factors in the decision-

making process

Limitations
➢Requires intuitive judgments & educated assumptions
➢Only as good as the prerequisite inputs



PR 
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1) Buatlah SWOT Matrix

2) Buatlah Space Matrix untuk bank Saudara sebagaimana
dicontohkan pada tabel “A SPACE Matrix for a Bank”

3) BCG
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4. Tuliskan data Bank Saudara dalam rangka membuat IE Matrix

a) Nama Bank:

b) Total Operating Income/Net Interest and Sharia Income:

c) Income For The Year/Laba Tahun Berjalan :

d) EFE Scores:

e) IFE Scores:
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5. (a) Isilah tabel berikut, kemudian

(b) buatlah Internal-External (IE) Matrix. 

(c) Apa pilihan strategi masing-masing bank?
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BNI BRI BTN CIMB Mandiri Mizuho BCA

a) Total Operating 

Income/Net 

Interest and 

Sharia Income

b) Income For The 

Year /Laba 

Tahun Berjalan 

c) EFE Scores

d) IFE Scores
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6. Prepare a Grand Strategy Matrix. Write the respective company 

names in the appropriate quadrant of the matrix. Based on this 
analysis, what strategies are recommended for each company?
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7. Quantitative Strategic Planning Matrix (QSPM) 

a. Identifikasi 2 atau 3 strategi alternatif

b. Buatlah QSPM

c. Hitung Sum Total Attractiveness Score

d. Apa kesimpulan Saudara?
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