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The third edition of this book is the culmination of 10 years of diligent work
on the part of many people. This preface is designed to provide you with
an overview of the content of the third edition and to recognize the many con-
tributors to it. To do this we have divided the preface into three sec-
tions. The first section is addressed to the student and is designed to
give this first-time user a concise overview of the structure and content
of the book. The second section is addressed to the instructor and is designed
to give the person familiar with our previous editions a sense of what is
new. The third section acknowledges the many contributors to this ongoing
project.

To the Student

Strategic Management: Strategy Formulation and Implementation, third edi-
tion, is a book designed to introduce you to the critical business skills of
planning and managing strategic activities. It incorporates three teaching
approaches: text, cohesion cases, and business case studies.

The text portion of this book provides you with a readable, up-to-date intro-
duction to the management of strategy in the business enterprise. We have
tried to integrate the work of strategic management theorists, practitioners,
and researchers with a strong emphasis on real-world applications of strategic
management concepts. To further this aim, we have included Strategy in
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Action reports across 13 chapters which give current examples of the applica-
tion of key concepts by well-known business firms.

The structure of the text material is guided by a comprehensive model of
the strategic management process. The model will help you acquire an execu-
tive-level perspective on strategy formulation and implementation. It provides
a visual display of the major components of the entire process and shows
both how they are conceptually related and how they are sequenced through
the process.

The major components of the model are each discussed in depth in separate
chapters, thereby enabling you to acquire detailed knowledge and specific
skills within a broad framework of strategic management. The use of the
model is also extended to the cohesion cases and the business case studies,
where you will be guided in your case analyses to pursue disciplined, system-
atic, and comprehensive studies of actual strategic dilemmas.

The Cohesion Case offers a particularly unique feature designed to aid
both the student and the teacher of strategic management and business policy.
We have taken a well-known, multi-industry firm—Holiday Inns, Inc.—and
used it as the basis of an in-depth case study to illustrate in detail the applica-
tion of the text material. To do this, we provide a cohesion case section at
the end of each chapter which applies the chapter material to the company.
The Holiday Inns, Inc., case offers a clear illustration of the corporate, business,
and functional levels of strategy—so important to the understanding of strate-
gic management in today’s corporate environment.

The Cohesion Case offers several benefits to the reader:

It provides a continuous illustration of the interdependence of the various
parts of the strategic management process by using the same enterprise
throughout the chapters.

It provides a useful aid in understanding the text material when the
primary emphasis in the course is to be on case studies or other nontext
analysis.

It provides a useful aid in preparing for the case analysis component of
the course, in the event that the instructor prefers to emphasize the
conceptual material.

It offers an in-depth basis for class discussion of strategic management
concepts, application, and ideas for any classroom pedagogy.

The business case studies and industry notes developed and chosen
for this book offer you wide exposure to a systematically selected cross section
of strategic management situations. All 34 cases and industry notes represent
pertinent, relevant, factual, and, we hope, interesting and challenging opportu-
nities to develop and test your skills as strategic managers. The rich diversity
among these exciting cases and industry notes is described in greater detail
later in this preface.
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To the Instructor

This third edition of Strategic Management: Strategy Formulation and Imple-
mentation provides a thoroughly revised, state-of-the-art treatment of the criti-
cal business skills of planning and managing strategic activities. We have
reorganized our treatment of strategic management into 13 chapters; added
critical pedagodical features; condensed the material into fewer pages; ex-
panded the number of “real-world” examples; condensed and updated the
Cohesion Case; and further incorporated the work of contemporary scholars
into our coverage of strategic management. We feel confident you will find
the material well organized, laden with current examples, and reflective of
new contributions in the strategic management literature while retaining a
structure guided by our time-tested model of the strategic management pro-
cess.

We have selected 34 cases and industry notes for this edition; 30 are new,
and the remaining 4 carry-overs from the second edition were unanimously
selected to remain in the third edition in a nationwide poll of professors cur-
rently using this book. The cases are grouped into four sections. Nine cases
introduce students to strategic management and the process of strategy formu-
lation; nine cases place students in the role of implementing basic strategies;
eight cases allow students to experience the challenges of monitoring and
controlling implemented strategies; and eight cases and industry notes allow
you to cover industry analysis and strategic management across an integrated
set of cases and industry notes. We are very excited about the case selection
for this edition—they are contemporary, interesting situations students will
recognize, enjoy, and learn from.

We have revised and condensed the Cohesion Case while retaining Holiday
Inns, Inc., as the company that we examine. We have been pleased with the
response of both students and instructors to this innovative, pedagogical fea-
ture we pioneered in this book. While the Cohesion Case has been recognized
by many as one of the unique pedagogical advances in business policy this
decade, we have endeavored to add still more self-teaching aids to this edition.

We have expanded our strategic management teaching package for this
edition. In our second edition, we pioneered the use of computer-assisted stra-
tegic analysis with the introduction of Strategic Analyst to accompany our
textbook. Strategic Analyst allowed the student to conduct a computer-based,
systematic analysis of the strategic options available to a business and do so
with built-in linkages to our text. Strategic Analyst is still available with
this third edition. We are excited about our second computer-assisted offering
to accompany our third edition. Selected cases in the third edition have Lotus
templates available for use by the students.

Other components of our teaching package include a totally revised and
enhanced Instructor’s Manual; a set of four-color teaching transparencies; a
computerized version of our test bank; Formulating and Implementing Com-
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petitive Strategy, a paperback offering text-only coverage of strategic man-
agement identical to that in this book; Company and Industry Cases in Strat-
egy and Policy, and a paperback offering 28 cases and industry notes. Each
of these components of our teaching package offers the instructor optimal,
integrated flexibility in designing and conducting the strategic management
course.

Changes to Our Text Material

The literature and research comprising the strategic management field has
been developing at a rapid pace in recent years. We have endeavored to create
a third edition that incorporates major developments in this literature while
keeping our focus centered on a simple, understandable framework through
which students can begin to grasp the complexity of strategic management.
Several text revisions or additions you should be aware of are described be-
low:

* A new chapter has been added covering international issues and strategic
management in an international setting.

* The three-chapter set on external analysis has become four chapters
plus a supplement on sources of industry data. Separate chapters now
cover the nature of external environments, environmental forecasting,
industry analysis, and the international business setting. While the num-
ber of chapters is expanded, the material has been condensed and stream-
lined, affording a concise, practical treatment.

* A major new section has been added on the topic of “strategic control.”
Three basic types of strategic control and ways to use them are high-
lighted in this material.

* Organizational culture as a central dimension of strategy implementation
has received significantly greater attention in Chapter 12 of this edition.
Several useful analytical concepts and techniques that aid identification
and management of the strategy—culture interface are incorporated to
aid the student in understanding the culture concept.

* Two useful supplements now accompany our text material. A revised
guide to financial analysis is provided following Chapter 8—Internal
Analysis. It provides perhaps the most thorough and easy-to-use guide
to quantitative analysis of financial and operating information available
in any strategic management text. A guide to industry information
sources follows Chapter 5—Environmental Forecasting. It has been re-
vised and updated for this edition. Students will find it most helpful in
rapidly orienting them to where and how to get company and industry
data.

* We have increased the number of Strategy in Action Illustration Cap-
sules by 30 percent. The text material now contains 43 of these illustra-
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tion vignettes, 35 of which are new to this edition. Each Strategy in
Action provides a contemporary business example of a key chapter topic
to interest the student and aid learning.

Our popular Cohesion Case feature has received considerable attention
this edition. We have continued the use of a well-known, multi-industry
firm—Holiday Corporation (Holiday Inns, Inc.)—as an in-depth case
study to illustrate in detail the application of the text material. We also
continue to provide cohesion case sections at the end of each chapter,
which apply chapter material to the Holiday situation. We have updated
the material about Holiday Corporation, and we have streamlined and
shortened its presentation, making this feature even more appealing and
useful.

Our survey of over 200 adopters and “almost adopters” of the second
edition told us they wanted maximum material to aid students unsure
about the case method, what they need to do in preparing a case, and
maintaining a strategic point of view. We have added a major section
in this edition that is solely intended to aid students in understanding
case method pedagogy and to prepare them to analyze a case. The first
part of this section provides a thorough, detailed description of the case
method format; what to expect in each class session; and how to analyze
a case, prepare it for class, and participate in class discussion. The second
part offers a short case accompanied by a useful example of former stu-
dents’ analysis and preparation of it. These two supplements, combined
with the revised Cohesion Case illustrating each step of strategic analysis,
provide the most thorough package available in any strategy textbook
to ensure that students understand and benefit from the case method

pedagogy.

In conclusion, we are confident you will find the text material in this third

edition well organized, concise, filled with current examples, and consistent
with the current theory and practice of strategic management.

Cases in the Third Edition

We are very excited about the 34 cases and industry notes available in this
edition. Thirty cases and notes are new to this edition. Four cases were re-
tained based on the unanimous preference expressed in our survey of current
adopters. We are confident you will find this case collection does an excellent
job of meeting your classroom needs for several reasons:

* The collection offers a rich diversity of recognizable domestic, foreign,

and international companies and industries.

* The collection presents very current situations. All the cases involve situa-

tions in the 1980s with most focusing on 1985 or later.
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» Contemporary, recognizable, interest-piquing situations abound: New
Coke, Pepsi and the cola wars; Federal Express’s ZapMail decision; Citi-
corp and Merrill Lynch; Manville and A.H. Robins’ product liability di-
lemma; Tylenol and capsule tampering; Goodyear and South Africa; Peo-
ple Express and the airlines; international truck competition among
Mercedes Benz, Volvo, and Mack Truck; Wendy’s growth and maturity;
Wal-Mart’s retailing success—all situations our tests have shown moti-
vate student interest.

* The nature of the firms provides varied exposure. We have included 7
small companies in either family or rapid growth phases; 5 foreign (non-
U.S.) companies; 15 companies with international operations; 6 of the
top companies in America; 2 nonprofit organizations; and 4 industry sets
providing 2 or more companies in competition with each other.

* Three industry notes with matching cases provide a rich basis for teaching
industry analysis. With the Coke and PepsiCo cases comprising a fourth
industry set, you have a variety of domestic and international industry
settings at different stages of evolution and spanning manufacturing,
services, and consumer products.

* This collection provides the variety instructors expect in a superior case
offering. Cases are present that span the basic types of business (retail,
wholesale, service, manufacturing, etc.), companies in market leadership
positions, companies falling out of leadership, high-tech companies, start-
up companies, chapter 11 companies, exporters, importers, and diversify-
ing companies.

* We have also given significant attention to case length. A major effort
has been made to ensure that a majority of the cases are short to medium
in length. We still include several long cases, “two-day” cases, and two-
part cases. The instructor’s needs in this regard are further supplemented
by information in the Instructor’s Manual.

Finally, we have endeavored to ensure a collection of cases that are flexible
in their course sequencing, yet able to offer exposure to distinct management
challenges associated with strategy formulation, implementation, or control.
Because our survey found this to be one of the key demands and concerns of
strategic management professors worldwide, this case collection was developed
with this need upmost in our minds. Students will see Wendy’s managers
formulating a new strategy for entering the competitive fast-foods industry,
Mercedes Benz and Volvo reformulating their strategies in the mature and
concentrated worldwide truck industry. They can study Citicorp implementing
international expansion, Sharpco consolidating growth, and Merrill Lynch
implementing its financial supermarket strategy. They can experience strate-
gic control at Tylenol, Union Carbide, and Payless Cashways—and experience
strategic decisions like Goodyear’s choices in South Africa, Manville’s chapter
11, and Coke’s “New Coke.”
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Overall, we think you will find this case collection interesting and motivat-
ing for your students, representative and varied in the application of strategic
problems and analytical applications, flexible in terms of course sequencing,
and comfortably teachable.
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