Contents

Preface ix
About the Author xi

Fundamentals of
Strategic Management 1

What Is Strategic Management? 2
Intended and Realized Strategies 6
Scientific and Artistic Perspectives on Strategic

Management 7

Influence on Strategic Management 8

Corporate Governance and Boards of
Directors 9

Strategic Decisions 11
The Global Imperative 14

Summary 15 Key Terms 16
Review Questions & Exercises 16
Practice Quiz 16

Case 1: Costco 17

Simulation 101: Overview 17

Notes 18

Industry Competition 21

Industry Life-Cycle Stages 24
Industry Structure 27

Intensity of Rivalry Among Incumbent

Firms 27

Concentration of Competitors 29

High Fixed or Storage Costs 31

Slow Industry Growth 31

Lack of Differentiation or Low
Switching Costs 31

Capacity Augmented in Large
Increments 32

Diversity of Competitors 32

High Strategic Stakes 32

High Exit Barriers 33

Threat of Entry 33
Economies of Scale 33
Brand Identity and Product
Differentiation 35
Capital Requirements 35
Switching Costs 35
Access to Distribution Channels 36
Cost Advantages Independent of Size 36
Government Policy 36

Pressure from Substitute Products 36
Bargaining Power of Buyers 36
Bargaining Power of Suppliers 38

Limitations of Porter’s Five-Forces Model 39

Summary 40 Key Terms 40

Review Questions & Exercises 41

Practice Quiz 41

Case 2: Home Depot 41

Simulation 101: Industry Fundamentals 42

Notes 42

The External Environment:
Political-Legal and
Economic Forces 45

Analysis of the External Environment 45

Political-Legal Forces 47
Case #1: Food Consumption 53
Case #2: Automobiles 55
Global Considerations 56

Economic Forces 60
Gross Domestic Product 63
Inflation Rates 64
Interest Rates 65
Exchange Rates 65
Ecological Influences 66



Summary 68 Key Terms 68
Review Questions & Exercises 69
Practice Quiz 69

Case 3: Autozone 69

Simulation 101: Economic Indicators 70
Notes 70

The External Environment:
Social and Technological
Forces 75

Social Forces 75
Case #1: Food Consumption 81
Case #2: Automobiles 86
Global Concerns 88

Technological Forces 91
The Internet 95

Strategic Dimensions of the Internet 98
Movement Toward Information
Symmetry 98
The Internet as a Distribution Channel 100
Speed 100
Interactivity 100
Potential for Cost Reductions and Cost
Shifting 100

Commoditization and Mass
Customization 100

Environmental Scanning 101
Summary 103 Key Terms 103
Review Questions & Exercises 103
Practice Quiz 104

Case 4: Amazon.com 104

Simulation 101: Buyer Behavior 105
Notes 105

The Organization:
Ethics and Corporate
Social Responsibility 111

Managerial Ethics 116
Perspectives on Ethics 121

Social Responsibility 123
CSR in Practice 126
Nonmarket Strategy 130
Sustainable Strategic Management 131

Takeovers 133

Outsourcing and Offshoring 134

Linking Managerial Ethics and Social
Responsibility 136

Summary 138 Key Terms 138
Review Questions & Exercises 138
Practice Quiz 139

Case 5: Starbucks 139

Simulation 101: Ethics and CSR 140
Notes 141

Corporate-Level
Strategies 145

Organizational Direction: Mission, Goals,
and Objectives 112
Goals and Stakeholders 112

The Agency Problem 113

Management Serves Its Interests 114
Management and Stockholders Share the
Same Interests 116

The Corporate Profile 145

Strategic Alternatives at the Corporate
Level 147

Growth Strategies 147
Horizontal (Related) Integration 151
Horizontal (Related) Diversification 151
Conglomerate (Unrelated)
Diversification 151
Vertical Integration 151
Strategic Alliances (Partnerships) 152

Stability Strategy 154
Retrenchment Strategies 156
Turnaround 156

Divestment 158
Liquidation 158

BCG Growth-Share Matrix 158

Global Corporate Strategy 160
Walmart Abroad 163
Global Orientation Assessment 164

Summary 165 Key Terms 166
Review Questions & Exercises 166
Practice Quiz 166

Case 6: Papa John's 167

Simulation 101: Corporate Growth 168
Notes 168

Contents




Business Unit Summary 219 Key Terms 219

. Review Questions & Exercises 219
Strategies 171
g Practice Quiz 219

Porter’s Generic Strategies 172 Case 8: FedEx 220

Low-Cost (Cost Leadership) Strategy Simulation 101: Functional Integration 221

(Without Focus) 173
Notes 221

Focus—Low-Cost Strategy 175

Differentiation Strategy (Without Focus) 177 Strategy Formulation 225

Focus-Differentiation Strategy 179

Low-Cost—Differentiation Strategy 180 Strengths and Weaknesses 226

Focus—Low-Cost—Differentiation Strategy 184
Multiple Strategies 185

Human Resources 227
Boards of Directors 227

The Miles and Snow Strategy Top Management 227
Framework 185 Middle Management, Supervisors,

Business Size, Strategy, and and Employees 228

Performance 186 Organizational Resources 228
Assessing Strategies 187 Physical Resources 229
Global Concerns 189 Opportunities and Threats 232
Summary 191 Key Terms 191 The SW/OT Matrix 233
Review Questions & Exercises 192 Issues in Strategy Formulation 237

Evaluating Strategic Change 237

Practice Quiz 192 ) )
Strategy, CSR, and Managerial Ethics 239

Case 7: Aldi 192

Effects on Organizational Resources 239
Simulation 101: Competitive Positioning 193 Anticipated Responses from Competitors
Notes 193 and Customers 239
Functional Strategies 197 Summary 240 KeyTerms 241

Review Questions & Exercises 241
Practice Quiz 241

Case 9: Nike 242

Simulation 101: Developing Strategic

Marketing 198
Pricing Strategies 199
Promotion Strategies 200
Product/Service Strategies 202

Place (Distribution) Strategies 205 Capabilities 242
Finance 207 Notes 243
Production/Service 209 Strategy Execution:
Quality Considerations 212
Research and Development 213 Structure 245

Purchasing 213 Organizational Structure 245
Vertical Growth 247
Horizontal Growth 248

Human Resources 215
Human Capital and Knowledge

Management 216 Structural Forms 249
Knowledge and Competitive Functional Structure 249
Advantage 217 Product Divisional Structure 250
Information Systems Management 217 Geographic Divisional Structure 250
Matrix Structure 251

Functional Strategies and Industry

Life Cycle 218 Assessing Organizational Structure 252

Contents



Corporate Involvement in Business Unit
Operations 253

Corporate Restructuring 254

Forms of Electronic Commerce 255

Summary 256 Key Terms 256
Review Questions & Exercises 257
Practice Quiz 257

Case 10: Ford 257

Simulation 101: Brand Management 258
Notes 259

Strategy Execution:
Strategic Change, Culture,
and Leadership 261

Strategic Control and
Crisis Management 279

Organizational Culture and Strategy 263
Cultural Strength and Diversity 265
Shaping the Culture 267
Global Concerns 267

Strategic Leadership 268
Leadership Style 269

Transformational and Transactional
Leadership 271

Executing Strategic Change 271
Recognize the Need for Change 272
Create a Shared Vision 272
Institutionalize the Change 273

Summary 274 Key Terms 274
Review Questions & Exercises 274
Practice Quiz 275

Case 11: Southwest Airlines 275
Simulation 101: Strategic Change 276
Notes 276

Step 1: The Focus of Strategic
Control 281

Step 2: Strategic Control Standards
(Benchmarks) 281
Published Information for Strategic
Control 282
Product/Service Quality 282
Innovation 283
Market Share and Relative Market Share 283

Steps 3-5: Exerting Strategic Control 283
Control Through the Formal and Informal
Organizations 284

Crisis Management 285
Prominent Crises in History 289
Crisis Planning 292

Trends in Strategic Management 294
Summary 295 Key Terms 295

Review Questions & Exercises 296
Practice Quiz 296

Case 12: Jack in the Box 296
Simulation 101: Crisis Management 297
Notes 297

Appendix A-1
Glossary G-1
Index I-1

Contents Vii









