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Preface

Our goal in writing each edition of this book is to present a new, up-to-date standard for
explaining the strategic management process. To reach this goal with the 11th edition of our
market-leading text, we again present you with an intellectually rich yet thoroughly practi-
cal analysis of strategic management.

With each new edition, we are challenged and invigorated by the goal of maintaining
the standard that we established for presenting strategic management knowledge in a read-
able style. To prepare for each new edition, we carefully study the most recent academic
research to ensure that the strategic management content we present to you is highly cur-
rent and relevant. In addition, we continuously read articles appearing in many different
and widely read business publications (e.g., Wall Street Journal, Bloomberg Businessweek,
Fortune, Financial Times, Fast Company, and Forbes, to name a few). We also study postings
through social media (such as blogs), given their increasing use as channels of information
distribution. By studying a wide array of sources, we are able to identify valuable examples
of how companies are using (or not using) the strategic management process. Though many
of the hundreds of companies we discuss in the book will be quite familiar, some will likely
be new to you. One reason for this is that we use examples of companies from around the
world to demonstrate how globalized business has become. To maximize your opportunities
to learn as you read and think about how actual companies use strategic management tools,
techniques, and concepts (based on the most current research), we emphasize a lively and
user-friendly writing style.

Several characteristics of this 11th edition of our book will enhance your learning
opportunities:

This book presents you with the most comprehensive and thorough coverage of strate-
gic management that is available on the market.

The research used in this book is drawn from the “classics” as well as the most recent
contributions to the strategic management literature. The historically significant “clas-
sic” research provides the foundation for much of what is known about strategic man-
agement, while the most recent contributions reveal insights about how to effectively
use strategic management in the complex, global business environment in which firms
now compete. Our book also presents you with many up-to-date examples of how firms
use the strategic management tools, techniques, and concepts developed by leading
researchers. Indeed, although this book is grounded in relevant theory and current
research, it also is strongly application-oriented and presents you, our readers, with
a vast number of examples and applications of strategic management concepts, tech-
niques, and tools. In this edition, for example, we examine more than 500 companies to
describe the use of strategic management. Collectively, no other strategic management
book presents you with the combination of useful and insightful research and applica-
tions in a wide variety of organizations as does this text.

Company examples range from the large U.S.-based firms such as Apple, Amazon.
com, Boeing, Starbucks, Walmart, Walt Disney, General Electric, Dell, Campbell Soup,
Coca-Cola, Hewlett-Packard, Ford, United Parcel Service, JPMorgan Chase, and Merck,
to major foreign-based firms such as Carrefour, Nestlé, Ericsson, Nokia, Virgin Group,

Xv




xvi

Preface

Tokyo Electric Power, Rio Tinto, CEMEX, Cadbury, IKEA, FEMSA, Takeda, Publicis,
Sany Heavy Equipment, Hutchison Whampoa, and Zara. As this list suggests, the firms
examined in this book compete in a wide range of industries and produce a diverse set
of goods and services.

We use the ideas of prominent scholars (e.g., Ron Adner, Rajshree Agarwal, Gautam
Ahuja, Raffi Amit, Africa Arino, Jay Barney, Paul Beamish, Peter Buckley, Ming-Jer
Chen, Russ Coff, Rich D’Aveni, Kathy Eisenhardt, Gerry George, Javier Gimeno, Luis
Gomez-Mejia, Melissa Graebner, Ranjay Gulati, Don Hambrick, Connie Helfat, Amy
Hillman, Tomas Hult, Dave Ketchen, Dovev Lavie, Michael Lennox, , Yadong Luo,
Shige Makino, Costas Markides, Danny Miller, Will Mitchell, Margie Peteraf, Michael
Porter, Nandini Rajagopalan, Jeff Reuer, Joan Ricart, Alan Rugman, Richard Rumelt,
David Sirmon, Ken Smith, Steve Tallman, David Teece, Michael Tushman, Margarethe
Wiersema, Oliver Williamson, Mike Wright, Anthea Zhang, and Ed Zajac) to shape
the discussion of what strategic management is. We describe the practices of promi-
nent executives and practitioners (e.g., Michael Corbat, Jamie Dimon, Carlos Ghosn,
Heinrich Hiesinger, Marilyn Hewson, Jeff Immelt, Elon Musk, Paul Pullman, and
many others) to help us describe how strategic management is used in many types of
organizations.

The authors of this book are also active scholars. We conduct research on different
strategic management topics. Our interest in doing so is to contribute to the strategic man-
agement literature and to better understand how to effectively apply strategic management
tools, techniques, and concepts to increase organizational performance. Thus, our own
research is integrated in the appropriate chapters along with the research of numerous other
scholars, some of whom are noted above.

In addition to our booK’s characteristics, there are some specific features and revisions
that we have made in this 11th edition that we are pleased to highlight for you:

New Opening Cases and Strategic Focus Segments. We continue our tradition of
providing all-new Opening Cases and Strategic Focus segments (a few are on the same
company/[ies] but are substantially updated). Many of these deal with companies located
outside North America. In addition, virtually all of the company-specific examples
included in each chapter are new or substantially updated. Through all of these venues,
we present you with a wealth of examples of how actual organizations, most of which
compete internationally as well as in their home markets, use the strategic management
process for the purpose of outperforming rivals and increasing their performance.
New Strategy Right Now Callouts. Each chapter contains four Strategy Right Now
icons (up from three in the last edition) that direct the student to the CourseMate site.
There students can find out how to access the Gale Business Insights: Essentials content.
This material includes recent articles covering most of the concepts and companies
highlighted in each of the Opening Cases, Strategic Focus segments, and other impor-
tant areas in the chapter. In addition, online quizzes are associated with all of the BIE
content in CengageNow.

Thirty All-New Cases with an effective mix of organizations headquartered or based
in the United States and a number of other countries. Many of the cases have full finan-
cial data (the analyses of which are in the Case Notes that are available to instructors).
These timely cases present active learners with opportunities to apply the strategic man-
agement process and understand organizational conditions and contexts and to make
appropriate recommendations to deal with critical concerns. These cases can also be
found in CengageNow.

More than 1000 New References (2012, 2013) are included in the chapters’ endnotes
to support new material added or current strategic management concepts used in the
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book. In addition to demonstrating the classic and recent research from which we draw
our material, these data support the fact that this book references the current cutting-
edge research and thinking in the field.

New Concepts were added in several chapters. Examples include executive ambidex-
terity and ambicultural executives (Chapter 1), the informal economy (Chapter 2),
private-public partnerships in strategic alliances such as those found in industrial clus-
ters (Chapter 9), and strategic change (Chapter 12).

New Content was added to several chapters. Examples include the Analysis-Strategy-
Performance framework (Chapter 1 and referenced in several other chapters), the
importance of emerging economies and influence of emerging economy multinationals
(Chapters 1 and 8), the size and scope of the informal economy (Chapter 2), innovators’
dilemma (Chapter 4), the use of TQM in cost leadership and differentiation strategies
(Chapter 4), and intra-industry diversification (Chapter 6).

New Information was provided in several chapters. Examples include the stakeholder
host communities (Chapter 1), all-new and current demographic data (e.g., ethnic mix,
geographic distribution) and on the economic environment (Chapter 2), the general
partner strategies of private equity firms (Chapter 7), information from the World
Economic Forum Competitiveness Report regarding political risks of international invest-
ments (Chapter 8), examples of industrial clusters or districts of geographic concentra-
tions of a set of interconnected companies and public organizations (Chapter 9), new
and updated information on corporate governance in different countries (Chapter 10),
discussion of how online retailers are changing the structures of big box retailers (Chapter
11), and updated data about the number of internal and external CEO selections occur-
ring in companies today (Chapter 12).

New and Revised Experiential Exercises are at the end of each chapter to support
individuals” efforts to understand the use of the strategic management process. These
exercises place active learners in a variety of situations requiring application of some
part of the strategic management process.

An Exceptional Balance between current research and up-to-date applications of it
in actual organizations. The content has not only the best research documentation but
also the largest number of effective real-world examples to help active learners under-
stand the different types of strategies that organizations use to achieve their vision and
mission.

Access to Harvard Business School (HBS) Cases. We have developed a set of assign-
ment sheets and AACSB International assessment rubrics to accompany 10 of the
best-selling HBS cases. Instructors can customize the text to include these cases
(www.cengage.com/custom/makeityours/hittl1e) and utilize the accompanying set
of teaching notes and assessment rubrics to formalize assurance of learning efforts
in the capstone Strategic Management/Business Policy course. Contact your Cengage
Learning representative for more information.

Supplements to Accompany This Text

Instructor Web site. Access important teaching resources on this companion Web site.
For your convenience, you can download electronic versions of the instructor supplements
from the password-protected section of the site, including Instructor’s Resource Manual,
Comprehensive Case Notes, Cognero Testing, Word Test Bank files, PowerPoint® slides,
and Video Segments and Guide. To access these additional course materials and compan-
ion resources, please visit www.cengagebrain.com. On the Cengagebrain.com homepage,
use the search box at the top of the page to search for the ISBN of your title (from the back
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cover of your book). This will take you to the product page where free companion resources
can be found.

Instructor’s Resource Manual. The Instructor’s Resource Manual, organized around
each chapter’s knowledge objectives, includes teaching ideas for each chapter and how
to reinforce essential principles with extra examples. This support product includes
lecture outlines, detailed answers to end-of-chapter review questions, instructions
for using each chapter’s experiential exercises and video cases, and additional assign-
ments.

Case Notes. These notes include directed assignments, financial analyses, and thorough
discussion and exposition of issues in the case. Select cases also have assessment rubrics
tied to National Standards (AACSB outcomes) that can be used for grading each case.
The Case Notes provide consistent and thorough support for instructors, following the
method espoused by the author team for preparing an effective case analysis.

Cengage Learning Testing Powered by Cognero. This is a flexible, online system
that allows you to author, edit, and manage test bank content from multiple Cengage
Learning solutions; create multiple test versions in an instant; and deliver tests from
your LMS, your classroom, or wherever you want. Cengage Learning Testing Powered
by Cognero works on any operating system or browser, no special installs or down-
loads needed. You can create tests from school, home, the coffee shop—anywhere with
Internet access and enhanced, test bank questions are linked to each chapter’s knowledge
objectives and are ranked by difficulty and question type. We provide an ample number
of application questions throughout, and we have also retained scenario-based questions
as a means of adding in-depth problem-solving questions. The questions are also tagged
to National Standards (AACSB outcomes), Bloom’s Taxonomy, and the Dierdorff/Rubin
metrics.

PowerPoints®. An all-new PowerPoint presentation, created for the 11th edition, pro-
vides support for lectures, emphasizing key concepts, key terms, and instructive graphics.
Video Segments. A collection of 13 BBC videos have been included in the end-of-chap-
ter material. These new videos are short, compelling, and timely illustrations of today’s
management world. Topics include Brazil’s growing global economy, the aftermath of
BP’s oil spill, Zappos.com, the Southwest merger with AirTrans, and more. Available on
the DVD and Instructor Web site. Detailed case write-ups including questions and sug-
gested answers appear in the Instructor’s Resource Manual and Video Guide.

CengageNow. This robust online course management system gives you more control in
less time and delivers better student outcomes—NOW. CengageNow includes teaching and
learning resources organized around lecturing, creating assignments, casework, quizzing,
and gradework to track student progress and performance. The 30 comprehensive cases
appear in CengageNow. There are 13 Guided Cases that bring students to a higher level
of understanding in preparation for in-class activities. Multiple types of quizzes, includ-
ing BBC video quizzes and YouTube video quizzes, are assignable and gradable. We also
include assignable and gradable Business Insights: Essentials (BIE) quizzes that direct stu-
dents to Gale articles to find expansive, current event coverage for companies, including a
wealth of daily updated articles and company financials. Flexible assignments, automatic
grading, and a gradebook option provide more control while saving you valuable time.
A Personalized Study diagnostic tool empowers students to master concepts, prepare for
exams, and become more involved in class.

Cengage Learning Write Experience 2.0. This new technology is the first in higher
education to offer students the opportunity to improve their writing and analytical skills



Preface

without adding to your workload. Offered through an exclusive agreement with Vantage
Learning, creator of the software used for GMAT essay grading, Write Experience evaluates
students’ answers to a select set of writing assignments for voice, style, format, and original-
ity. We have trained new prompts for this edition!

The Business Insights: Essentials Resource Center (BIE). Put a complete busi-
ness library at your students’ fingertips! This premier online business research tool allows
you and your students to search thousands of periodicals, journals, references, financial
data, industry reports, and more. This powerful research tool saves time for students—
whether they are preparing for a presentation or writing a reaction paper. You can use the
BIE to quickly and easily assign readings or research projects.

Micromatic Strategic Management Simulation (for bundles only). The
Micromatic Business Simulation Game allows students to decide their company’s mis-
sion, goals, policies, and strategies. Student teams make their decisions on a quarter-by-
quarter basis, determining price, sales and promotion budgets, operations decisions, and
financing requirements. Each decision round requires students to make approximately
100 decisions. Students can play in teams or play alone, compete against other players
or the computer, or use Micromatic for practice, tournaments, or assessment. You can
control any business simulation element you wish, leaving the rest alone if you desire.
Because of the number and type of decisions the student users must make, Micromatic
is classified as a medium to complex business simulation game. This helps students
understand how the functional areas of a business fit together without being bogged
down in needless detail and provides students with an excellent capstone experience in
decision making.

Smartsims (for bundles only). MikesBikes Advanced is a premier strategy simula-
tion, providing students with the unique opportunity to evaluate, plan, and implement
strategy as they manage their own company while competing online against other students
within their course. Students from the management team of a bicycle manufacturing com-
pany make all the key functional decisions involving price, marketing, distribution, finance,
operations, HR, and R&D. They formulate a comprehensive strategy, starting with their
existing product, and then adapt the strategy as they develop new products for emerg-
ing markets. Through the Smartsims easy-to-use interface, students are taught the cross-
functional disciplines of business and how the development and implementation of strategy
involves these disciplines. The competitive nature of MikesBikes encourages involvement
and learning in a way that no other teaching methodology can, and your students will have
fun in the process!

MindTap. MindTap is a fully online digital learning platform of authoritative Cengage
Learning content, assignments, and services that engages your students with interactiv-
ity while also offering you choice in the configuration of coursework and enhancement
of the curriculum via complimentary Web apps known as MindApps. MindApps range
from ReadSpeaker (which reads the text out loud to students), to Kaltura (allowing you
to insert inline video and audio into your curriculum), to ConnectYard (allowing you to
create digital “yards” through social media—all without “friending” your students). This
is well beyond an eBook, a homework solution or digital supplement, a resource center
website, a course delivery platform or a Learning Management System. It is the first in a
new category—the Personal Learning Experience.

Xix
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Make It Yours—Custom Case Selection

Cengage Learning is dedicated to making the educational experience unique for all learn-
ers by creating custom materials that best suit your course needs. With our Make It Yours
program, you can easily select a unique set of cases for your course from providers such as
Harvard Business School Publishing, Darden, and Ivey. See http://www.custom.cengage.
com/makeityours/hitt1le for more details.
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Strategic Management and
Strategic Competitiveness

Studying this chapter should provide you with the strategic
management knowledge needed to:

Define strategic competitiveness, strategy, competitive advantage,
above-average returns, and the strategic management process.

Describe the competitive landscape and explain how globalization and
technological changes shape it.

Use the industrial organization (I/O) model to explain how firms can earn
above-average returns.

Use the resource-based model to explain how firms can earn above-average
returns.

Describe vision and mission and discuss their value.
Define stakeholders and describe their ability to influence organizations.
Describe the work of strategic leaders.

Explain the strategic management process.
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THE GLOBAL IMPACT OF THE GOLDEN ARCHES

McDonald’s has achieved
substantial success over the
years, which is exemplified
by its impact throughout

the world. Many people

know about and are custom-
ers of McDonald’s. For example,
arecent survey found that 88 percent
of people recognize the golden arches
and associate them with McDonald’s.

This is likely because McDonald'’s

touches a lot of people in a year. Each

day, about 68 million people eat at a

McDonald’s, which equates to almost

one percent of the world’s population.

In the United States alone, McDonald's

hires approximately one million

employees per year. Approximately

12 to 13 percent of all U.S. workers

have been employed at McDonald'’s

at one time (including such famous

people as actress Sharon Stone, singer,

Shania Twain and comedian Jay Leno).

Given that McDonald’s includes a toy

in about 20 percent of its sales, it is

the world’s largest distributor of toys.

Finally, McDonald’s serves about one
billion pounds of beef annually in the
United States, which requires approxi-
mately 5.5 million head of cattle.
McDonald's is larger and has been
more successful in the market than its
close competitors, Burger King and
Wendy'’s, as well as other large compet-
itors for the fast food customer, such
as Subway and Starbucks. It has been
estimated that McDonald'’s has about
17 percent of the limited service restau-
rants in the United States. Its success
against competitors is demonstrated
by the results of a recent review of the
specialty coffees offered by fast food
outlets. McDonald’s McCafé was rated
higher than the “gourmet” coffees sold
by Burger King (a new entrant in this
product category), Wendy's, Subway,
and 7-Eleven. In fact, McCafé even stole
some customers from Starbucks when
it was first offered by McDonald'’s.
McDonald’s made a decision early
to move into international markets and
now one can find the golden arches

in many countries across the world.
However, its success has created a
company of such size and reach that it
is also easy to criticize. For example, in
2012 it created an advertisement that
received acclaim because it included
farmers and ranchers who supplied
the food to McDonald’s. The evalu-
ations showed that it was perceived
to be authentic. Early responses from
the public were positive but over time
the tweets became more negative
with people voicing criticisms of the
company and its food. It especially has
been criticized because of its supposed
contribution to the obesity problems
in the United States.

McDonald’s has tried to respond to
this criticism and the public’s concerns
about obesity by offering more healthy
food alternatives such as salads,
chicken, and fish and by providing the
amount of calories in its foods on their
packaging. McDonald’s now serves
more Happy Meals with Chicken
McNuggets than with hamburgers.





