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Foundations in Strategic Management treats core topics and current issues in the field
directly and concisely without compromising learning. With just seven chapters, it
flows at a brisk pace. While it is half the size of standard texts, Foundations covers all
major strategic management topics, including classic and modern theory; draws on the
contributions of leading authors in the field; and interlaces all its presentations with cur-
rent debates, current perspectives, and current examples. Foundations gives you strategy
at its most essential along with the option to build a course to your own particular spe-
cifications: to add your own readings, to run a simulation, to select your own cases, to
experiment with exercises—in short, to customize your course to suit your teaching style
and goals.

Three theoretical foundations, above all other concerns, influenced the shape of this
book:

(1) The Traditional Strategic Management Process Model. This approach is based pri-
marily on applications of industrial organization economics and other classic writ-
ings from a wide range of the pioneers in the field.

(2) The Resource-Based View (RBV) of Strategic Management. The emphasis in RBV
is on acquiring and managing resources that help a firm develop sustainable com-
petitive advantage.

(3) Stakeholder Theory. The stakeholder perspective views the firm at the center of a
network of contacts with whom mutually beneficial relationships are formed.
Effective management of these relationships, and the stakeholder network itself,
can enhance competitive performance. Stakeholder theory is also inherently ethics
based, which provides a nice balance for the more economically based theories.

CURRENT TOPICS 4 &k

Issues of current relevance—including global interconnectedness, economic cycles,
hypercompetition, cooperative strategies and social networks, restructuring, corporate
innovation and entrepreneurship, corporate governance, business ethics, and sustain-
ability—are treated with depth and sophistication and incorporate cutting-edge research
findings. Combined with traditional discussions of environmental analysis, organiza-
tional analysis, strategic thinking, strategic leadership, strategic direction, strategy for-
mulation, and strategy implementation, the field’s newest trends stay linked to our
focus on strategic management—that is, on strategies and strategic decisions that seek
to create a future for an organization with long-range, or “strategic,” planning as a cen-
tral concern. Issues associated with the service sector and technology-focused businesses
are reflected throughout the text in examples, concepts, assumptions, and inferences.

ACADEMICALLY SOLID, GLOBALLY ENGAGED b #A, 4:3kpl¥f

Foundations pays particular attention to the fundamentals of strategic management and
takes a traditional approach to topical organization. Chapter 1 covers the strategic
management process and strategic thinking. Chapter 2 discusses the external



Preface

environment, including both the broad and task environments. Chapter 3 treats the
internal environment and examines how internal resources are associated with competi-
tive advantage. Chapter 4 covers elements of strategic direction and strategic leadership.
Chapter 5 discusses business-level strategy. Corporate-level strategy is tackled in Chap-
ter 6. Chapter 7 focuses on implementation issues, including creation and integration of
functional-level strategies, organizational structure, organizational culture, and fostering
innovation and entrepreneurship.

For Instructors

Instructors of strategic management face significant challenges fitting all the material
they may want to cover into a single capstone course. We are mindful of these chal-
lenges and believe we have written a text that is uniquely supportive of including a
broad range of supplemental materials such as cases, exercises, simulations, and
research projects. We also provide standard teaching resources with the text, including
an instructor’s manual, test bank, and presentation slides.

Instructor’'s Manual with Test Bank. The Instructor’s Manual with Test Bank
includes lecture outlines and a bank of test questions.

PowerPoint™ Presentation Slides. Over 150 PowerPoint slides are available to
supplement course content. To download now, visit Foundations’ supporting website at
http://harrison.swcollege.com.

For Students

The decision-making tools you develop during this course are relevant to all levels of an
organization and should also help you in your own personal planning. You would not
be long on the job before you discover that the techniques of strategic management,
such as those required to pull together an industry or organizational analysis, are highly
applicable to all types of firms, including small entrepreneurial firms and nonprofits. In
addition, the material contained in this book will help you understand, appreciate, and
think critically about trends of current and future importance to the business
community.

Studying strategic management will help you become better prepared to deal with
important issues in our increasingly complex, increasingly global business environment,
regardless of your position or of the industry in which you work. We strongly encour-
age you to apply the concepts of strategic management to your own employment and
career plannlng decisions. Many of our students have told us that their understanding
of strategic management impressed recruiters and allowed them to ask perceptive ques-
tions during interviews.
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Whole Foods Market

ohn Mackey, Co-CEO of Whole Foods Market, probably could not have imagined what he would be
doing today when he and his girlfriend opened up a vegetarian food store in an old Victorian-style
home in Austin, Texas, in 1978. Whole Foods now has over 300 supermarkets and more than 56,000

employees, called team members.

At the core of Whole Foods is a simply stated stakeholder philosophy:

Our “bottom line” ultimately depends on our abil-
ity fo satisfy all of our stakeholders. Our goal is to
balance the needs and desires of our customers,
Team Members, shareholders, suppliers, commu-
nities and the environment while creating value
for all. By growing the collective pie, we create
larger slices for all our stakeholders. Our core
values reflect this sense of collective fate and
are the soul of our company.'

This philosophy is supported by a set of core values
of selling high-quality products, delighting custo-
mers, supporting team members to achieve happi-
ness and excellence, caring about the community
and environment, creating longterm win-win part-
nerships with suppliers, and promoting health
through education.

Whole Foods has been very successful at taking
care of its team members. In fact, for 14 years in a
row the company has been listed as one of the best
companies to work for by Forfune magazine. s
team members enjoy large discounts on store pur-
chases and a variety of benefits that are voted
on every three years and include such things as

massage therapy, yoga, and language classes. The
company is very open and honest with information
that most companies keep secret, such as the pay of
every team member. Managers and executives are
screened by a panel of peers, and regional pre-
sidents are selected in town-hall style.

Financially the company has thrived, with contin-
vous growth in operating income since the begin-
ning of the “Great Recession” that started around
the end of 2007. Earnings per share have also
increased and revenues have grown in every year
except 2009, when they were flat. Whole Foods
has done this while also providing healthy eating
education in its stores, launching a new Whole
Kids Foundation dedicated to promoting children’s
nutrition, opening wellness clubs, and supporting a
program that offers microcredit to poor people in
developing nations to help them work their way out
of poverty. The company also rolled out a new rating
standard that recognizes producers for improving
the welfare of animals and providing this informa-
tion to customers. In addition, the company labels
household products based on their impact on the
environment.?




Strategic Management: Principles and Cases

The most successful organizations are able to acquire and manage resources and
capabilities that provide competitive advantages. Furthermore, they are capable of
managing and satisfying a wide range of external constituencies, called stake-
holders. Top managers play a pivotal role in this process, as they help their compa-
nies interpret trends in the external environment, lead in the development of
strategies, and oversee their execution. In the Whole Foods example, we see a
values-driven company led by a visionary leader, John Mackey, who has been able
to guide the company successfully through very difficult economic times. The pro-
cesses associated with evaluating the competitive situation of a company, acquiring
and managing resources, and developing and executing strategies are a part of the
field generally referred to as strategic management.

WHAT IS STRATEGIC MANAGEMENT? 41 4% 5 2

Strategic management is the process through which organizations analyze and
learn from their internal and external environments, establish strategic direc-
tion, create strategies that are intended to help achieve established goals, and
execute those strategies, all in an effort to satisfy key organizational stake-
holders. A simple model of the strategic management process is illustrated in
Exhibit 1.1. The model is not rigid, but simply represents a useful sequence
in which to frame the central topics of strategic management. For a firm
engaged in a formal strategic planning process, the activities will likely occur
in the order specified in the model. In other situations, the activities may be
carried out in some other order or simultaneously. The dotted arrows in
Exhibit 1.1 indicate that organizations often cycle back to earlier activities
during the strategic management process.

The Strategic Management Process

' External Environment (Chapter 2)
Internal Environment (Chapter 3)

trategy Implementation (Chapter 7)
Strategic Control (Chapter 8)
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