Contents

RS RSO SN N SRR R T

Preface «xii

PART ONE
STRATEGY AND STRATEGIC MANAGEMENT

1. Wwhat Is Strategy? 1

Definitions and an Example 1

Key Strategic Concepts 2

Good Managers Create Value 3

Analysis and Action Are Integral to Strategic Management 4
Strategies and Objectives at All Management Levels 5

Why Learn about Strategic Management? 6

Preview 6

2. The Strategic Management Process 8

Introduction to the Model 8

Step 1: Identify the Current Strategy and Objectives 9

Step 2: Evaluate the Strategy: Resources, Environment, and Values 10
Step 3: Generate Alternatives 12

Step 4: Evaluate Alternatives and Choose the Future Strategy 13

Step 5: Implement 13

Step 6: Review Results 13

Summary 14

PART TWO
FUNDAMENTALS OF STRATEGIC ANALYSIS

5. Identifying the Strategy and Objectives of a Business 15

Introduction: The Short Cut to Strategy 15
Objectives and Strategy 16

S e E— |



vi

Contents

\dentifying Business Strategy: Functional Analysis 16
Marketing Strategy * F inancial Strategy *© Operations Strategy *
Administrative Strategy
Interrelationships among Functions: Keys to Identifying Business Strategy 20
Strategy and Its Components: An lllustration 20
Strategic Evaluation: The Need for Consistency 24
Preview 24

The Strategy Evaluation Process 26

Evaluation: An Overview 26

Resources 28

Environment 28

Stakeholder Objectives 29

Evaluation Within the Strategic Management Process 30

Resource Assessment 31

Overview 31

What Are Strategic Resources? 31
Marketing Resources 32

Financial Resources 37

Production Resources 38

Administrative and Human Resources 41
Resources: An Hlustration a2

Resources and the Future 44

Preview 45

Experience, Price, and Value: Summarizing Resources 46

Introduction 46

Learning and Experience: A Brief History and Definition 46
The Evolution of the Experience Concept 48

What Makes Costs Go Down? 51

Price and Experience 52

Learning versus Experience 55

Experience and Competitive Stability 54

Market Share, Market Power, and Security 34

A Lesson from Welfare Economics 35

The Abuse of the Experience Concept 57

Some Important Considerations in Managing Experience 57
Shared Experience 61

Experience, Price, and Value 61

Cutting Costs Is Management's Responsibility 62

The Industry Environment 64

Introduction 64
Fundamentals of Environmentai Analysis 65

—



Contents

A Stakeholder Approach to Effective Environmental Analysis 66
The Industrial Environment 68
Stakeholders in the Industry Chain 68
Framework for Industry Analysis 69
The Players < Historically Exploited Competitive
Weapons = Economic Characteristics * The Product Life
Cycle * Value Added Analysis * Macroeconomic
Sensitivity '« Returns and Profitability Analvsis
RiskiReward
Synthesis: Power, Opportunity, and Threat Within the Industry Chain 87
Preview 89

Competitive Analysis and Competing 90

Overview 90

Definitions of the Industry: The Competitive Arena 91
Substitutes * Entry

The Forces of Competition: The Elements of Market Structure 93

The Structure of US Industry 94

Contestability, Growth, and Market Niches 97

Competitive Maps 99

Using Structural Analysis 101

A Company Perspective on Structural Analysis 103

Strategic Groups and Strategic Information 103

Competitors and Comparables as Sources of Iinformation 105

Competing: The Mind 106

Competitive Signalling 107

The Role of Error 108

Evaluation of the Firm in its Competitive Environment 109

Summary: The Silver Lining of the Bleakest Environments 110

Preview: Social-Political and International Environments 111

Stakeholder Analysis and the Organization’s Objectives 112

Introduction: A Different Approach to Objectives via Stakeholder Analysis
Stakeholder Analysis 113
The Stakeholder Audit 115
Actions * Beliefs * Cooperative Potential * Stakes
Stakeholder Management 119
Social Responsibility 120
Proactive versus Reactive Mangement <« Empathetic
Management: Thinking It Through < Interactive
Management
Toward Evaluation 122
The Moral Factor: Judgment 123
Objectives 124
Evaluating Strategy and Objectives 124
Some Concluding Comments 125

112

vii



viii

10.

PART THREE

Strategy Evaluation 127

Introduction 127
The Need for Judgment 128
Evaluation from Many Points of View 128
Evaluation and Time 129
The DAAG Example
Some Principles of Successful Strategies 132
Consistency Checks 133
External Consistency * Internal Consistency * Resource
Adequacy <+ Consistency with Stakeholders
Competitive Advantage 135
Risk and Reward Balance 136
The Sources of Risk * Reducing Risk
Control 138
Achievement and Gap Analysis 139
An Integrative Multiplex View 141
Strengths, Weaknesses, Opportunities, and Threats
An Evaluation Framework 142
The Practical Benefits of Evaluation 145
Preview: Developing Solutions, New or improved Strategies

STRATEGIC ALTERNATIVES

11.

12.

Generating Alternatives 147

Introduction 147

Selection of Problems to Solve 148

Beginning the Process of Generating Alternatives 148

Generic Strategies and Standard Alternatives 149
Liquidation « Integration < Diversification: The
Product-Market Matrix

Managing the Process of Generating Alternatives 153
Creativity, Flexibility, and Timing * Mental
Blocks * Breaking Mental Blocks + A New Concept of
the Business < Exploiting Analogy * A New Perspective:
An Industry Focus < Intractible Problems * Idealized
Planning: Strategic Assumptions Analysis * No Apparent
Problem

Every Manager Can Contribute 160

Preview 161

Evaluating Alternatives 163

Introduction 163
Coping with Uncertainty 164
The Importance of Choice * Thoroughness * Unfounded

Contents

146




Contents ix

Optimism * Contingency Plans « Using Intuition in
Evaluation * Consensus and Support

Opportunities to Reduce Uncertainty 167

Evaluating Alternatives: A Summary 168

PART FOUR
STRATEGIC ADMINISTRATION

13. Reading the Corporate Culture: Prelude to Executive Action 170

Introduction 170

Culture 170

Strategy and Culture 171

identifying Culture 172

Reading the Culture 173

Role versus Job: The Use of Power Within a Culture 175
Culture, Role, and Power in Action 175

Summary 176

14. Administration: Using the Organization’s Structure and Systems to Implement
Strategy 177

Qverview 177
Administration 177
The Strategic Variables 178
Strateay, Formal Structure, and the Stages of Growth 180
Meshing Structure Inside and Outside 182
Matrix Organizations
The Internal Context: The Informal Organization 185
Developing Power in the Organization 187
A Model for Diagnosis and Design 187
Theories X, Y, and 2 188
Stress and Pressure Within the Organization 190
Changing Structure 191
Summary: Using the Organization to Achieve Results 192

15. Human Resource Strategy 194

Introduction 194
| An Early Human Resource Consuitant 195
| Selection 196
| Tensions Affecting Human Resource Strategy 198
Climate: Competition and Cooperation 199
Administrative Systems: Channels of Communication 199
Climate and Systems < Authority, Accountability, and
‘ Ambiguity + The Purpose of Ambiguity * Policies and
Delegation + Delegation and Trust + Control by
l Policy * Policies and Administration



16.

PART FIVE

Contents

The Administrative Purposes of Financial Measurement Systems 204
Administrative Signals from F inancial Results

Human Resource Evaluation: Dealing with Success and Failure 206
The USCO-Euroco Example

Reaction to Poor Results 207

Performance Appraisal 208

Motivation and Development 209

Compensation 211

Bonus 212

Conclusion: Human Resources Shape Strategy 216

Planning and Control 219

introduction 219
Does Planning Pay? 220
Planning Practice 221
Planning Problems 223
Top Management's Role Planners Are People Too (and
Vice-Versa)
Causes of Poor Planning 225
Designing the Process 227
Structure * Things 1o Consider
Some Additional Practical Considerations 229
Introducing Planning to an Organization 230
An Alternative Planning Model 2351
Conclusion 234

MULTIBUSINESS AND CORPORATE STRATEGY

17.

18.

Corporate Strategy in Diversified and Integrated Multibusiness Firms 235

Introduction 235

What Is Diversification? 236

Multibusiness Objectives 240

Financial Motivation for Diversification 241

Synergy 243

How Can Diversification Create Value? 244

An Acid Test for Diversification 245

Diversification Results 247
Diversifying Acquisitions * Diversification in
Practice * Summary on the Results of Diversification
Research

Needed: Corporate Strategy 255

Portfolio Analysis: Tracking the Deployment of Funds 256
Introduction 256

Portfolio Analysis 257

its Supporters 257




Contents

19,

20.

PART SIX

ni

Types of Portfolio Analyses 258

The Usefulness of Portfolio Analysis 262
A Close Look at the Product Portfolio 263
Some Thoughtful Criticism 266

Some Comments from Users 269

Identifying Corporate Strategies 271

Introduction 271

Business Analysis 271

The Hierarchy of Objectives and Strategies 275

Business Analysis for a Diversified Corporation: The Bic Corporation 275
A Changing Strategy * Summary

International Competition and the Evolution of Global Businesses 286

Introduction 286
The Global Corporation 287
Société Bic: Global Operations * Bic and Gillette * The
Future for Gillette in Global Competition
Global Corporations and the Future Direction of International Business 295
A Conflict with Tradition 296
Guidelines for International Competition 297
The Essence of Global Competition 299

STRATEGY AND LEADERSHIP

21.

22.

Leadership, Values, and Objectives 301

Introduction: What Is Leadership? 301
The Leader of the Organization 303
The Contradictions of Leadership 304
The Values of a Leader 305

The Making of a Leader 306

Rules for Preserving Leadership 307
Values and the Preservation of Leadership 308
Leadership and Ideals 309
Leadership and Resistance 310
Leaders and Managers 311

Change and Continuity 311

Epilogue 313

References 315

Index 333



