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Chapter Outline, Strategic Management

(Note:  This Chapter Outline corresponds to Chapter 10 within Management:  Comprehension, Analysis, and Application, Gatewood, Taylor & Ferrell, 1st edition, 1995.  Numbers at right are the corresponding page numbers for your use in referencing.)

Executive Summary:    Companies must develop "winning" marketplace strategies in order to thrive.  Though there have been attempts to develop an analytical perspectives of strategic planning, it remains, as it has historically been, the responsibility of top management, who employ "intuition: and "vision" to do so.  Popular frameworks that support their effort include SWOT anlaysis, the BCG Growth/Share Matrix and the Product Life Cycle.

Some examples of what we mean by "strategy"


Example:  Football, are we going to play offense or defense?


Example:  Gulf War, Air or Ground attack?


Example:  centralized Ford operations vs. decentralized GM operations


Example:  quality at Ford vs. cost cutting at GM


Example:  low cost ValuJet vs. high service Delta


Example:  Intel, staying ahead of the competiton

Michael Porter


Professor at Harvard Business School


instigated a "rise" in the study of strategic management issues with 


Competitive Strategy, 1980 ... 



... which proposes some "frameworks" that could be used for



developing a scientific analytical approach to strategic planning



The Five Forces of Competition




(66-69)




bargaining power of suppliers



(66)




bargaining power of buyers (ie, customers)

(66-67)




substitutes





(67-68)




current market competitors



(68)




barriers to entry (ie, possible entry of new competitors)
(68-69)



"SWOT" strategic analysis




(277)




Evaluate the organization's Strengths, Weaknesses, 




Opportunities and Threats when setting strategy




Quality is effected by the quality of the organization's 




environmental scanning





The process for obtaining factual feedback 
(75, 277)





regarding the environment and its interaction





with the organization

Henry Mintzberg


Professor at McGill University


The Rise and Fall of Strategic Planning, Henry Mintzberg, 1994



argues that strategic planning is more of an art than 

(274)



a science, that it should remain intuitive and in the



hands of top level managers

Four required components of a strategy





(275-276)



Scope




Breadth of market in which the company competes
(275)





Example:  Novell & The WordPerfect Odyssey



Resource deployment



Synergy






(47, 275, 333)



Distinctive (or core) compentency



(276)





Strength setting company apart from its competition





The "knitting" that Peters advises you "stick to..."





Example:  It absolutely, positively has to be there ... ?





Bad example:  Bowling balls, golf clubs, and ... ?



Hey, I thought Mintzberg said to stop dissecting/analyzing !

Levels of Strategies







(281-283)


Corporate (or executive) Level Strategy



the responsibility of top management



mostly concerned with effectiveness


Business (or tactical) Level Strategy



the responsiblity of divisional (that is, middle level) managers



concerned with "a mix" of effectiveness and efficiency


Functional (or operational) Level Strategy



the responsiblity of functional (that is, lower level) managers



mostly concerned with efficiency




(The diagram above should look familar.  See if you find much difference between it and the three types of strategies named in the book.  Once again, the use of a classical, hierarchical approach is assumed.)

Some Generic Strategies


DIversification







(283)



Calls for the acquiring or developing of other business




Related diversification -- similar to existing businesses





Offers more opportunity for synergy





Offers more opportunity for competitive advantage





Offers less opportunity to diversify risk





Offers more opportunity for utilization of existing 





management expertise





Offers more opportunity for cost minimization; economies





of scale





Offers less (ie, restricts) available market opporutnities.




Unrelated diversification -- dissimilar to existing businesses





(pros and cons are reverse of above)


SBU (Strategic Business Unit)





(285)



Attempts to capture the best of both related and unrelated diversification



Acquire/start-up if good fit with mission/aim, strategy, competencies, etc.



Take hands off approach except with regards to high-level performance



measures




Example:  PepsiCo





Chinese food, probably, ok





Sombrero factory, not.


Divestment







(284)



Calls for selling off of business due to poor performance or



"poor fit" with mission/aims




Example:  Monsanto, chemicals vs. NutraSweet


Joint Venture







(137, 284)



The creation of a jointly owned, but independent organization by two 



or more separate parent firms




Example:  NUMMI (GM and Toyota)


Turnaround







(285)



Attempt to save a company from decline




Example:  Apple Computer; Blockbuster Video


Liquidation







(285)



Calls for the business to dismantle its operations because it is 



more valuable as separate parts




Example:  Wall Street, Gordon Gecko, and Bluestar Airlines

(Trivia:  The "greed is good" quote is actually attributed to Ivan Boesky, a big corporate 'raider' of the 1980s.  Boesky was the keynote speaker at Berkeley's 1986 Berkeley commencement.  Boesky, who had never been to college, looked up from his text and said, "Greed is all right, by the way. I want you to know that. I think that greed is healthy. You can be greedy and still feel good about yourself." The students broke into spontaneous applause.)


Niche (or Focus)






(289)



Calls for the business to capture and dominate a small,



specialized market segment


Differentiation







(288)



The business offers something unlike competitors



Unlike niche, may be produced en masse
The Product Life Cycle







(289-290)
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Birth / Start-Up


Growth


Maturity


Decline


Example:  Cassette tapes



Birth  -- early 1970's



Growth -- late 1970's & early 1980's



Maturity -- late 1980's & early 1990's



Decline -- late 1990's



An idea, not unlike the 3 manager hierarchy concept, in that it is 
(att)



frequently "borrowed" then "dressed up" as a new concept.  



(see page 373, the organizational life cycle)


Have been affected by technology




(290)



Quicker customer feedback, design process, etc.


Generally becoming shorter; more "compressed"


(att)
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Some would say that maturity is a signal to revitalize to a higher 


level of growth before decline.  Others see it as a signal to "bail."


[image: image3.wmf]
The BCG Growth/Share Matrix






(285-286)


BCG (Boston Consulting Group) developed the idea in the 1960's


Management decision regarding allocation of resources  should be based


upon which "corner" of the matrix "they are in"


Strong Share
Weak Share

High Growth 
SYMBOL 182 \f "Wingdings"
?

Low Growth
$ (cash cow)
SYMBOL 68 \f "Wingdings" (dog)



Cash cow -- 'Milk it,' use resources to support a star



Star --  'Feed it' resources, so that it will grow into a big, fat cash cow



Dog -- 'Starve it,' "Its days are over;" cut off resources or divest



Question Mark -- Management 'judgment call;' should it be fed, hoping for a star?



Example:  Recording media in the late 1990's




Cash cow:  
CD (Compact Disk)




Star:

DVD




Dog:

Vinyl (Records); Cassette




Question Mark:
DAT (Digital Audio Tape); Mini-CDs


The GE (General Electric) Matrix (p. 287) is quite similar, but adds more precision 


and detail by using a 3x3 matrix


The concept of the BCG Growth/Share Matrix is (hmm ...let's say) "related"


to the concept of the Product Life Cycle

Example:  Cassette tape recording media was "born" a question mark, "grew" into a star (surpassing 8 tracks and such), then "matured" into a big cash cow (a dominant form of recording media during the 1980's).  Now it has "declined" into a dog, barely carried by many retail outlets.

Relevant Readings

Competitive Strategy, Michael E. Porter, 1980.

The Rise and Fall of Strategic Planning, Henry Mintzberg, 1994.
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