Mc

HEBERIHERABFESEAIVNERFEFTEHM

THERSAEM - BDRRT
BUSINESS ADMINISTRATION CLASSICS

AL EEREL

H IR

2L « B4 /RME/R (Frank T. Rothaermel) #

CONCEPTS

Education

& CASFS

Ze HEANRKXEF MR




BENERIHEEXARFESERENERFEFTEHM

THERESAEM - BOLRART
BUSINESS ADMINISTRATION CLASSICS




EBER%E (CIP) ¥iE

MRS RSB RFRIRE.

TRIEHEE B, RLIRRT
ISBN 978-7-300-21003-2

—JtE: PEARKEHRMIE, 20154

[.Of 01.0%- IOV EER-RREH-HELR-EH-%C V. OF272

R E A ] B1E CIP i@z (2015) 25 056906 5

HERGRIBFEELARFHFER S ERFIRAEHM
IHETEZBREM - BCRART
BRI ( H3ChR )
B - DIRER F

HEZ 1T FEARKEHRTE
i JEERSRANRE3 LS HREIZRES 100080
B iF 010-62511242 ( BW=E) 010-62511170 ( TR )
010-82501766 ( HpIIEE ) 010-62514148 (I )
010-62515195 ( KAT/AH]) 010-62515275 ( FEhRZEHR )
| 3t  http:// www. crup. com. cn
http:// www. ttrnet. com ( A KEHFR )
% ¥ Fels
B Rl =WHICENFHMRAE
#M K 215mmx275mm 16774 RE R 201544 A% 1M
B ¥ 315FEm2 El &R 20154 4 A% 1 KELRI
£ # 915000 E # 65.007T
IR FTH AR LT EP3R 23 T IiA R



Kt

MAKRERAWTO, AR SHEALLALIERES TR, AERLE
RAeEZEE, T4, RANEHILRRATI TN, IHF—FRALRAKBE
EAFHAEREFH—FAKIEL, BEXKFNM, SERRAR —& F 2 H
MRFAE— A RH, SRR X — AR, EHEERAR @ T Rk B A
B MIERFHAIFEFTTH—FEEX,

BERFAELEB ISR GEREFREARGRERF, FELE, NEXRFALEKE
HKAROCEARAR—AEANIFILT, AMEHFH THOFFRALCIABER “+
27 ARG EERE, BRI —FokA, WERFANERLAGRRALEHKECEL
AN RGBT E P, b, RARAARBRAARLS, ERERZFRESER
Bt b b, MEXKFHAEYaAERAG A LR T X, BEZRXLEZH,
— R EERITRERFORREEZRTPRRET LR, Rfmlsist; — &3NS
LEBRGFFET, HABHFHIRRE AR —F75, HTREKHESEZHE —EF
(BLIEREB )N, FRIGEXRFEIGHKGEE, Bk, i&A4EHHMHEKR
ARBEREBRAE BTG —AEZPRM, BAVAA, SGEHFIN— T 4538 574k A R
MRE B R FAGHM, AR HALEIT A HGHEM, KT IRE %P EXEKIER
M, RIEEZTHRTR%R. ERRGREIITE RAH 8T KA REBIFES, &
BARE R ER T O EATE, ELAEKFRNGRE, GEABHKFN, 48
) W EHA

MR EXAF—FRGEFRAEAY, PEARKFHRARA S HRm L4 X H
WRE], he kA — A RBIRAG] | AT ERASFLME, EOXFARLEE
K, BET—MESZEFHETRZLRBHEM, FRAEFLEAME, AHTREE,
THEHARRRERFELFI @R, S E2TRARFETHORE—EHFERY
HIFHENAEL, ARBEMBTTELINAS, MAT —ERELXDDHEH
FESHFHAL; H—F 8, RERFTHRAREHFEMERESE, TMKH 2
K, BEMERFARAHNTEAN T LHBHEEGELEIR, FELH P ey X3
k, HAREABELERFARNLEER, ARHMAL TR T AT —20E 5.

o RHEXLRMEMANE, AEXEHMBEEARKFEFRESE, TR P
FT—REs%, TZ2RZMRT —ERESEFURRFLSRABEEG AL, 124
KAEAEMFARTK EH THRERFT RBREMGRK, RN ALZGRFE, 4
AEFMBEFEFTFEA LG TN, XRETEER; RFEHTHFE, LH5EF
4 B HAER,

o FHEFXLVLHMOEAR, AEFMRBAFRGAMME, XRAEA
B Eh; RMELFAETRAAGE R, FLREREFLEEAFX, XE£E
B EMATREERNRELES, AN TEANRTLGBYER), BAEGFHETR
Hik,



o RAZIAMHUCUMR, AEBMAEKRARM EALS A RIS WXBEAAKT
M8y s et B e, BSR4 AT AR R AR N A E FRAGAR BLAR & 04 AL AT
MEHM TR, £EF LB AHCRBTEF LHM, ZAFLHRAFH TARHF
BEERFHEE, BEFERKFREAERKFNES;, LAH TRIMKEELT
BAEHFHA G EDN, BAPIR B B 46 SEEM R AR A H

o BieAE, MMk, AEREANERFASZ RN LY EHRTE,
AREHMBTT —RGMBFE R, EEREREASE;, MABKZH, WES
ARINTFALRAMERS, AREREHMFARLEXE] Kk,

o REBAMMFIF, RIEBFRAEBRAIHAHZT, AEHMARITRET
BBt AR A4, ded)F F 4. PowerPoint #F3L. XMAES, FRANEHRAEE
MG FR, MRt P AHEF),

AEHEMRESERFHEM BIRF @O —FFEK, BNERPB . ZABAHKRY
HEPHIATEAFSHRGFTR., P LS, EXELRE. A, 4
REANEEREAHMBE THS, RMNCEBRBE KEEFREZFHELP
A, FE2HANRE, RERMNARBHIRPLRAEE, 29 TEHMGH4EEL
ek ey B, BT FRRE, BFPAZBTRAREZL, ZiE Mg
EE LA,

#—Hg
o B R R E R 2B



The vision for this book is to provide students with core concepts, frameworks, and analysis
techniques in strategy that will not only integrate their functional course offerings but also
help them to become managers who make better strategic decisions. It is a research-based
strategy text for the issues that managers face in a globalized and turbulent 21st century,
blending theory, empirical research, and practical applications in a student-accessible form.

The competition in the strategy textbook market can be separated into two overarching
categories: traditional strategy textbooks, which are the first-generation books (from the
1980s), and more recent research-based strategy textbooks, which are the second-generation
books (from the 1990s). This new textbook aims to be different—a third-generation strategy
textbook, positioned to compete successfully with the primary first- and second-generation
incumbents. The third-generation approach you will find in this book combines the student
accessibility and application-oriented frameworks found in first-generation books with the
strategy research in the second-generation books.

In this book, I synthesize and integrate theory, empirical research, and practical
applications in a unique combination of rigor and relevance. With a single strong voice, the
book weaves together classic and cutting-edge theory with in-chapter cases and strategy
highlights, to demonstrate how companies gain and sustain competitive advantage. The
strategic intent for the book is to combine quality and value with user-friendliness. The
mental model I used throughout the process of writing and developing the project is Apple
Inc.’s innovation approach, which tightly integrates different competencies to launch novel,
but highly user-friendly products. I view this book, the different options for accompanying
cases, and the additional instructor and student resources in much the same way.

In particular, this book is based on the following principles, each of which provides
a value-added dimension for instructors or students, or both:

w  Synthesis and integration of rigorous and relevant strategy material. For example,
the book includes strategy material that has stood the test of time (such as the resource-
based view and Porter’s five forces model) as well as up-to-date strategy material and
current research (such as the dynamic capabilities perspective and the triple bottom
line).

The book also includes student-accessible coverage of strategic management
research. It draws on articles published in the leading academic journals (for instance,
Strategic Management Journal, Academy of Management Journal/Review, Organi-
zation Science, Management Science, Journal of Management, and so on). Although
academic theory and empirical research form the foundation of the text, I also have
integrated insights from leading practitioner outlets (such as Harvard Business Review,
Sloan Management Review, California Management Review) to enhance the applica-
tion of concepts. To weave in current examples and developments, I draw on The Wall
Street Journal, The Economist, Bloomberg Businessweek, Fortune, Forbes, and others.
In sum, theory is brought to life via the embedded examples within each framework
and concept.

®w  The comprehensive yet concise presentation of core concepts, frameworks, and
techniques. Although comprehensive, the book does not include every single idea ever
introduced to the strategy field. Many students don’t read the assigned readings in
their strategy textbooks because the books contain too much information, presented in
a disjointed fashion. Many strategy books read more like a literature review, without
addressing what the research findings mean and why they are important for managers.
This jumble prevents students from seeing the bigger strategic picture: They may see
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the trees, but they fail to see the forest. In contrast, this textbook will be an enjoyable
read for students—<clear, concise, and filled with examples from companies today’s
students know—while at the same time providing the content and value-add that
instructors expect. It’s one book with one voice!

Combination of traditional and contemporary chapters. As a review of the chapter-
contents listing will demonstrate (see the contents listing on pages xxxix—xlv), the
book includes the traditional chapters needed in the core strategy course. In addition,
it includes three contemporary standalone chapters that reviewers have identified as
providing additional value: Chapter 2 offers an overview of the strategic management
process and the importance of vision, mission, and values, before the book addresses
the topics of external and internal analysis. Chapter 5 neatly ends the analysis section
of the book by providing five approaches to measuring firm performance and assessing
competitive advantage. Chapter 7 addresses the important topics of innovation and stra-
tegic entrepreneurship as aspects of business strategy. For more information about those
chapters, see the discussion in the upcoming “Unique Features and Pedagogy” section.

Up-to-date examples and discussion of current topics within a global context. The
book has been written for today’s students to reflect the turbulence and dynamism that
they will face as managers. I have drawn on up-to-date examples to illustrate how com-
panies apply strategy concepts in today’s business world. Although this text contains a
standalone chapter on Global Strategy, examples throughout the book reflect the global
nature of competition and the importance of emerging economies such as the BRIC
countries. Additionally, a number of the examples relate to sustainable strategy with a
focus on “green” products and issues.

I also have drawn topics and examples from recent and current bestsellers, such
as Co-opetition; Hypercompetition; Innovator’s Dilemma (and Solution); Predictably
Irrational; The Long Tail; Wisdom of the Crowds; Built to Last; How the Mighty Fall;
Why Smart Executives Fail; and The World Is Flat, among others. I have included these
ideas to expose students to topics that today’s managers talk about. Being conversant
with these concepts from business bestsellers will help today’s students interview better
and effortlessly join the discourse in the corporate world.

Having spoken to hundreds of students across the world, I want to minimize the
frustration they express in seeing the same, out-of-date examples in so many of their
(generic and boiler-plate) business-school textbooks.

Use of the AFI strategy framework. The book demonstrates that “less is more” through
a focused presentation of the relevant strategy content using Analysis, Formulation, and
Implementation as a guiding framework. This model (see Exhibit 1.9 on page 20) inte-
grates process schools of strategy (based on organization theory, psychology, and soci-
ology) with content schools of strategy (based on economics). Process and content can
be viewed as the “yin and yang” of strategy. Current strategy textbooks typically favor
one or the other but do not integrate them, which leads to an unbalanced and incom-
plete treatment of strategic management. The AFI strategy strives for beauty through
balance, which is lacking in most current strategy texts on the market. The model also
emphasizes that gaining and sustaining competitive advantage is accomplished in an
iterative and recursive fashion. The framework offers a repository for theoretical strat-
egy knowledge that is well translated for student consumption, and it provides a toolkit
for practicing managers.

High-quality cases, well integrated with textbook chapters. We all know that cases
are a key ingredient in teaching strategy. My interactions with colleagues, reviewers,
and focus group participants in the course of writing and developing this book indicate



varying instructor needs for top-notch, up-to-date cases that are well-integrated with
the content presented. Thus, the book offers three types of cases: ChapterCases, which
begin and end each chapter; an additional 12 MiniCases (following Chapter 12), all
based on original research; and 30 full-length Cases * (in the Cases and Concepts version
of the book or available through McGraw-Hill’s custom-publishing Create™ program).

The ChapterCases frame the chapter topic and content. The MiniCases provide a
decision scenario that a company’s manager might face, and they offer dynamic oppor-
tunities to apply strategy concepts in one or two class sessions. The full-length Cases,
with more complex story lines, can be used for longer, more in-depth class discussion
and case analysis and for bigger course projects (for example, term case papers). All
cases come with a set of questions to stimulate class discussion or provide guidance for
written assignments. The instructor resources offer sample answers that apply chap-
ter content to the cases. For more description of each type of case, see the upcoming
“Unique Features and Pedagogy” section.

Several of the leading strategy textbooks outsource their cases (and other supporting
materials) to third parties without much, if any, quality control or integration with the
concepts presented in the text. I have taken pride in authoring all of the ChapterCases
and MiniCases, and in authoring or co-authoring half of the full-length Cases. This ad-
ditional touch not only allows quality control but also ensures that chapter content and
cases use one voice and are closely interconnected. In addition, I have maintained strict
quality control for both Cases and Case Teaching Notes.

® Direct applications of strategy to students’ careers and lives. The examples in the
book discuss products and services from companies with which students are familiar.
Use of such examples aids in making strategy relevant to students’ lives and helps them
internalize strategy concepts and frameworks.

In addition, at the end of each chapter’s homework materials is an innovative text
feature, titled myStrategy, which personalizes strategy concepts through direct appli-
cation of the chapter topic to students’ lives. For example, questions asked in these
sections include: What is your positioning strategy in the job market? How will you
differentiate yourself, and at what cost? and How much is an MBA worth to you? These
and similar questions are intended to help students think through strategic issues related
to their budding careers.

UNIQUE FEATURES AND PEDAGOGY

As mentioned, the book contains three standalone chapters that set it apart from the com-
petition. While some competitors may highlight one or the other topic, none has these three
standalone chapters:

®  Chapter 2, The Strategic Management Process—This chapter allows for a thorough
discussion of the strategic management process, including the role of vision, mission,
and values; strategic intent; customer versus product-oriented missions; the combina-
tion of intended and emergent strategies; and the importance of long-term success in
anchoring a firm in ethical values.

®w Chapter 5, Competitive Advantage and Firm Performance—This chapter looks at
three traditional approaches to measure performance: economic value creation, account-
ing profitability, and shareholder value creation. It also looks at two holistic approaches:
the balanced scorecard and the triple bottom line. Each of the five approaches is linked
to a separate learning objective, enabling instructors to easily cover as many of the
approaches as desired for their course and its goals. As the concluding chapter in Part 1,
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this chapter helps anchor the analysis content and prepares students with tools for the
formulation chapters that follow.

® Chapter 7, Business Strategy: Innovation and Strategic Entrepreneurship—Driven
by Schumpeter’s “perennial gale of creative destruction,” competition seems more
heated than ever, with innovation playing a key role in gaining and sustaining competi-
tive advantage. This chapter addresses various aspects of innovation, beginning with
the industry life cycle and the modes of competition, and business-level strategies at
various stages in the life cycle. Using tools and concepts of strategic management, it
explores four types of innovation, as well as the Internet as a disruptive force, paradigm
changes, and hypercompetition. This chapter especially will engage students and pro-
vide much food for thought in their jobs and careers.

ChapterCases

Each chapter opens with a short case highlighting a strategic issue that a well-known com-
pany faced and relates that company to a concept to be taught in the chapter:

The Premature Death of a Google Forerunner at Microsoft (Chapter 1)
Teach For America: Inspiring Future Leaders (Chapter 2)

Build Your Dreams (BYD) to Sidestep Entry Barriers (Chapter 3)

From Good to Great to Gone: The Rise and Fall of Circuit City (Chapter 4)
Assessing Competitive Advantage: Google vs. Microsoft (Chapter 5) '
Trimming Fat at Whole Foods Market (Chapter 6)

From Encyclopedia Britannica to Encarta to Wikipedia (Chapter 7)
Refocusing GE: A Future of Clean-Tech and Health Care? (Chapter 8)
Facebook: From Dorm Room to Dominant Social Network (Chapter 9)
Hollywood Goes Global (Chapter 10)

Zappos: An Organization Designed to Deliver Happiness (Chapter 11)
HP’s CEO Mark Hurd Resigns amid Ethics Scandal (Chapter 12)

The end of each chapter returns to the ChapterCase. Here, we ask students to reconsider
the case, applying concepts and information presented in the chapter, along with additional
information about the focus company. Questions in the “Consider This . . ” section serve
as good jumping-off points for class discussion.

Gaining & Sustaining Competitive Advantage Critical Analyses

Each chapter contains a section that puts one specific theory or concept “under the magni-
fying glass.” The purpose is to critically evaluate if and how the theory or concept is linked
to competitive advantage, the overarching goal in strategic management. In these sections,
marked with a magnifying glass icon, we combine strategic management research with
real-world observations. The list:

Stakeholders (Chapter 1)

Mission Statements and Competitive Advantage (Chapter 2)

Five Forces in Airlines vs. Soft Drinks (Chapter 3)

How to Protect a Competitive Advantage (Chapter 4)

Assessing Competitive Advantage: Google vs. Microsoft, Continued (Chapter 5)
The Dynamics of Competitive Positioning (Chapter 6)

Hypercompetition (Chapter 7)



Corporate Diversification (Chapter 8)

Mergers and Acquisitions (Chapter 9)

Regional Clusters (Chapter 10)

Organizational Culture and Competitive Advantage (Chapter 11)
Corporate Social Responsibility (Chapter 12)

Strategy Highlight Boxes

Every chapter contains between one and four Strategy Highlight boxes. These in-chapter
examples apply a specific concept to a specific company. They are right-sized for maximum
student appeal—long enough to contain valuable insights, and short enough to encourage
student reading. Examples:

Threadless: Leveraging Crowdsourcing to Design Cool T-Shirts (Chapter 1)
Starbucks’s CEO: “It’s Not What We Do!” (Chapter 2)

UBS Relents to Pressure by U.S. Government (Chapter 3)

How Nintendo Focused on the Casual Gamer (Chapter 4)

Interface: The World’s First Sustainable Company (Chapter 5)

Ryanair: Lower Cost than the Low-Cost Leader! (Chapter 6)

GE’s Reverse Innovation: Disrupt Yourself! (Chapter 7)

ExxonMobil Diversifies into Natural Gas (Chapter 8)

Pixar and Disney: From Alliance to Acquisition (Chapter 9)

Does GM’s Future Lie in China? (Chapter 10)

USA Today: Leveraging Ambidextrous Organizational Design (Chapter 11)
GE’s Board of Directors (Chapter 12)

myStrategy Applications

Near the end of the chapter, immediately before the chapter endnotes, is a feature titled
myStrategy, which applies strategy concepts from the chapter to students’ lives. You may
choose to make this feature a regular part of the course, or you may prefer to let students
explore these items outside of the regular coursework. In whatever way they are used, the
myStrategy features demonstrate opportunities to personalize strategy as students plan or
enhance careers following completion of the strategy course and their degrees. Examples:

How to Position Yourself for Career Advantage (Chapter 1)

How Much Are Your Values Worth to You? (Chapter 2)

Is My Job the Next One Being Outsourced? (Chapter 3)

Looking Inside Yourself: What Is My Competitive Advantage? (Chapter 4)
How Much Is an MBA Worth to You? (Chapter 5)

Different Value and Cost Drivers—What Determines Your Buying Decisions? (Chapter 6)
Do You Want to Be an Entrepreneur? (Chapter 7)

How Diversified Are You? (Chapter 8)

What Is Your Network Strategy? (Chapter 9)

Should There Be More H1-B Visas? (Chapter 10)

For What Type of Organization Are You Best-Suited? (Chapter 11)

Are You Part of Gen-Y, or Will You Manage Gen-Y Workers? (Chapter 12)

PREFACE v
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MiniCases

Following the book’s final chapter are an additional 12 original MiniCases; most are one
or two pages in length. With suggested links to related chapters, the MiniCases include a
handful of attached discussion questions (with suggested responses available to instructors
in the online instructor’s resources). These MiniCases are short enough to be assigned as
add-ons to chapters, either as individual assignments or as group work, or to be used for

class discussion. They are:

Michael Phelps: Strategizing for Gold (MiniCase 1)

Strategy and Serendipity: A Billion-Dollar Bonanza (MiniCase 2)
Home Depot’s Eco Options Boost Profit Margins (MiniCase 3)
Starbucks: Re-creating Its Uniqueness (MiniCase 4)

GE under Jack Welch vs. Jeffrey Immelt (MiniCase 5)

JetBlue: Losing the Magic Touch? (MiniCase 6)

Which Automotive Technology Will Win? (MiniCase 7)

Core Competencies From Circuit City to CarMax (MiniCase 8)
P&G’s New Corporate Strategy: “Connect+Develop” (MiniCase 9)
The Wonder from Sweden: Is IKEA’s Success Sustainable? (MiniCase 10)
Sony’s Silos Prevent Collaboration Across Divisions (MiniCase 11)
PepsiCo’s Indra Nooyi: “Performance with a Purpose” (MiniCase 12)
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