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PREFACE 1

The texts in this initial series of books were selected to directly correspond to each of the required

courses in China’ s MBA programs. The books were selected for reprinting by faculty members
at the Ivey Business School, The University of Western Ontario, Canada.

The Richard Ivey School of Business is a professional School within The University of Western
Ontario (UWO), one of Canada’ s oldest universities. Although Ivey is based in London, On-
tario, it also has campuses in Mississauga (Toronto), Ontario and most recently, in Hong Kong.

Historically the School has been a leader in management development. A partial list of achieve-

ments follows.

In 1922, the first undergraduate business department in Canada was established.

In 1932, the school began to publish its own journal. Known as I vey Business Quarterly,
it reaches out to both academic and management audiences and enjoys a circulation of
10 000 in 25 countries.

In 1948, Canada’ s first executive development program and first MBA program were es-
tablished.

In 1961, Canada’ s first Ph. D. program in business was introduced.

In 1974, official designation was received by the Federal Government as Canada’ s first
Centre for International Business Studies (CIBS).

In 1975, Ivey opened its own case and publications office. This office now holds an in-
ventory of 2 000 cases. In 1998, Ivey cases were being distributed to over 100 teaching
institutions and 100 corporations in over 20 countries. Ivey is the second largest producer
of management case studies in the world (and the largest producer of Asian cases), with
over 1 000 000 copies studied each year by people outside the university.

In 1978, commencement of its first international student exchange program took place.
Over twenty such exchange programs are now in place.

In 1984, the School took a leading role in establishing the National Centre for Manage-
ment Research and Development in London with support from the Canadian Federal Gov-
ernment.

1984 also marked the beginning of a continuing linkage with Tsinghua University, one
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which has involved visiting scholars, materials development and publication, and various
training initiatives.

In 1992, Ivey was selected to be the editorial home for the 1993-1997 period for the
Journal of International Business Studies , the leading international business journal.

In 1993, Canadian Business magazine’ s survey rated Ivey as the top MBA School in
Canada, according to all groups: CEOs, human resources executives, and placement con-
sultants. This ranking has been re — confirmed every year. In 1994, Asia, Inc. rated
Ivey among the World’ s Top 25 Business Schools for Asians.

In 1997, the Journal of International Management named Ivey the world’ s leading
contributor in the previous decade to the international strategic management literature, a-
head of Harvard & Kellogg. Business Week magazine ranked Ivey as one of the top inter-
national business schools in the world, alongside INSEAD and LBS; and US News and
World Report selected Ivey as one of the top 15 business school in the world for executive

development programs.

As of 1998, the School had 65 full — time faculty who annually taught 600 regular and executive
MBA, 300 undergraduate, and 40 Ph. D. students, plus executives in a wide range of non - de-

gree programs.

The faculty members who selected each book for reprinting all have Ph. D. s from major busi-
ness schools such as Harvard, Wharton, Michigan, M. 1. T., and Ivey. Each professor care-
fully reviewed the various books available to ensure the best possible choices of material for the
China market. We are confident you will be pleased with their selection.

Richard Ivey School of Business
The University of Western Ontario
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PREFACE

enth editions are something of a milestone in the evolution of a textbook.
For potential adopters they signal effective pedagogy and sustained market
acceptance. For authors they impose responsibilities to recast presentations,
inject added disciplinary coherence, and move the subject matter to a new
plateau of clarity and understanding. We’ve tried to live up to these respon-
sibilities, attacking this revision with renewed vigor and endeavoring to do our level
best to fully satisfy the market’s legitimate yearning for a teaching/learning package
that squarely targets what every student needs to know about crafting, implementing,
and executing business strategies. If we have done the job we think we have, you will
find that this tenth edition package reflects continuous improvement along all fronts.
The chapters have undergone major revision in some cases and extensive fine-
tuning in others; the most outstanding change is the thoroughness with which the
resource-based view of the firm has been incorporated into the presentations of both
crafting and implementing strategy. There's an exciting and very teachable collection
of 34 cases, 22 of which are freshly written and 12 of which are popular and timely
carryovers from the two previous editions. The tenth edition package also includes an
enhanced Strat-TuTor software supplement of chapter self-tests and case preparation
guides for student use, a fresh version of the companion global simulation—The
Business Strategy Game, a comprehensively updated readings book with 34 new
selections, and a full array of instructional aids for adopters. This tenth edition is our
best ever, we think—and by a more than modest margin.

CONTENT FEATURES OF THE TENTH EDITION

New concepts, analytical tools, and methods of managing continue to surface at rates
that mandate important edition-to-edition changes in content and emphasis. In the
interval since the iast revision, the conceptual underpinning and articulation of the
resource-based view of the firm has blossomed. While SWOT analysis and the empha-
sis on building and nurturing core competencies have always pointed to the importance
of careful internal strength-weakness assessment in crafting strategy, recent contribu-
tions to the literature make it clear that there’s much more to the resource-based view of
the firm than is implied in a simple weighing of company strengths and weaknesses.
We have made a concerted attempt throughout this tenth edition to drive home the
strategy-making, strategy-implementing relevance of strengthening a company’s re-
source complement and upgrading its competencies and competitive capabilities to
match market realities and create competitive advantage. This edition gives balanced
treatment to the thesis that a company’s strategy must be matched both to its external
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market circumstances and to its resources and competitive capabilities. Hence, you’ll
find the resource-based view of the firm prominently integrated into the coverage of
crafting business strategy (Chapters 2 and 4) and crafting diversification strategies
(Chapters 7 and 8). You'll also find that Chapters 9 and 10 have a strong resource-based
perspective regarding the role of core competencies, competitive capabilities, and
organizational resources in implementing and executing strategy.

In addition to the exceptionally thorough resource-based orientation, we’ve incor-
porated important new material on cooperative strategies, collaborative alliances, and
competing in “high velocity” market environments where the pace of change (from
whatever source) places special demands on a company to adapt its strategy and its
resource capabilities to rapidly unfolding events. Once again, there’s front-to-back
coverage of global issues in strategic management, prominent treatment of ethical
and social responsibility issues, and margin notes in every chapter that highlight
basic concepts, strategic management principles, and kemnels of wisdom. Extensive
rewriting to sharpen the presentations in every chapter has allowed us to include the
new material and still cover everything in less than 365 pages—something that
readers and adopters ought to welcome, given the jam-packed content of the course.

Specific Chapter Modifications and Content Improvements

While the overall chapter organization continues to parallel that of the last several
editions, we’ve made a number of noteworthy changes in chapter content and topical
emphasis:

+ Chapters 1 and 2 contain fresh presentations on the importance of a clear,
motivating strategic vision, stretch objectives, and rapid adaptation of
strategy to newly unfolding market conditions and customer expectations.
We continue to place strong emphasis on how and why a company’s
strategy emerges from (a) the deliberate and purposeful actions of
management and (b) as-needed reactions to unanticipated developments and
fresh competitive pressures. The material in Chapter 1 underscores even
more strongly that a company’s strategic plan is a collection of strategies
devised by different managers at different levels in the organizational
hierarchy and builds a case for why all managers are on a company’s
strategy-making, strategy-implementing team. The worldwide organizational
shift to empowered employees and managers makes it imperative for
company personnel to be “students of the business” and skilled users of
the concepts and tools of strategic management.

« Together, the material in Chapter 3, “Industry and Competitive Analysis”
and Chapter 4, “Evaluating Company Resources and Competitive
Capabilities,” create the understanding for why managers must carefully
match company strategy both to industry and competitive conditions and to
company resources and capabilities. The role of Chapter 3 is to set forth
the now familiar analytical tools and concepts of industry and competitive
analysis and demonstrate the importance of tailoring strategy to fit the
circumstances of a company’s industry and competitive environment. The
role of Chapter 4 is to establish the equal importance of doing solid
company situation analysis as a basis for matching strategy to
organizational resources, competencies, and competitive capabilities.

Xl
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» Chapter 4 has been thoroughly overhauled and contains a full-blown
discussion of all the concepts and analytical tools required to understand
why a company’s strategy must be well matched to its internal resources
and competitive capabilities. The roles of core competencies and
organizational resources and capabilities in creating customer value and
helping build competitive advantage have been given center stage in the
discussions of company resource strengths and weaknesses. SWOT analysis
has been recast as a tool for assessing a company’s resource strengths and
weaknesses. There are new sections on determining the competitive value
of specific company resources and assets and on selecting the competencies
and capabilities having the biggest competitive advantage potential. The
standard tools of value-chain analysis, strategic cost analysis, benchmarking,
and competitive strength assessments, however, continue to have a
prominent role in the methodology of evaluating a company’s situation—
they are an essential part of understanding a company’s relative cost
position and competitive standing vis-a-vis rivals.

+ Chapter 5 contains a major new section on using cooperative strategies to
build competitive advantage. Chapter 6 features a new section on competing
in industry situations characterized by rapid-fire technological change, short
product life-cycles, frequent moves by competitors, and/or rapidly evolving
customer requirements and expectations. It also includes more extensive
discussions of strategic alliances to enhance a company’s competitiveness in
both high velocity markets and in global markets.

* We continue to believe that global competition and global strategy issues
are best dealt with by integrating the relevant discussions into each chapter
rather than partitioning the treatment off in a separate chapter. The
globalization of each chapter, a prominent feature of the two previous
editions, is carried over and strengthened in this edition, plus we’ve added
more illustration capsules to highlight the strategies of non-U.S. companies.

« We have recast our analytical treatment of corporate diversification
strategies in Chapters 7 and 8, eliminating much of the attention formerly
given to drawing business portfolio matrixes and, instead, putting the
analytical emphasis on (1) assessing industry attractiveness, (2) evaluating
the company’s competitive strength in each of its lines of business, (3)
appraising the degree of strategic fits among a diversified company’s
different businesses, and (4) appraising the degree of resource fit among the

- different businesses. You'll find a very strong resource-based view of the
firm in the recommended methodology for evaluating the pros and cons of
a company’s diversification strategy. Chapter 8 continues to incorporate
analytical use of the industry attractiveness/business strength portfolio
matrix because of its conceptual soundness and practical relevance, but we
have abandoned coverage of the flawed growth-share matrix and the little-
used life-cycle matrix.

* The three-chapter module (Chapters 9-11) on strategy implementation
features a solid, compelling conceptual framework structured around (1)
building the resource strengths and organizational capabilities needed to
execute the strategy in competent fashion; (2) developing budgets to steer
ample resources into those value-chain activities critical to strategic success;
(3) establishing strategically appropriate policies and procedures; (4)
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instituting best practices and mechanisms for continuous improvement; (5)
installing information, communication, and operating systems that enable
company personnel to carry out their strategic roles successfully day-in and
day-out; (6) tying rewards and incentives tightly to the achievement of
performance objectives and good strategy execution; (7) creating a strategy-
supportive work environment and corporate culture; and (8) exerting the
internal leadership needed to drive implementation forward and to keep
improving on how the strategy is being executed.

+ The eight-task framework for understanding the managerial components of
strategy implementation and execution is explained in the first section of
Chapter 9. The remainder of Chapter 9 focuses on building an organization
with the competencies, capabilities, and resource strengths needed for
successful strategy execution. You'll find welcome coverage of what it
takes for an organization to build and enhance its competencies and
capabilities, develop the dominating depth in competence-related activities
needed for competitive advantage, and forge arrangements to achieve the
necessary degree of collaboration and cooperation both among internal
departments and with outside resource providers. There is much-expanded
treatment of the task of building resource strengths through collaborative
alliances and partnerships. We’ve continued the coverage initiated in the
last two editions concerning the pros and cons of outsourcing noncritical
activities, downsizing and delayering hierarchical structures, employee
empowerment, reengineering of core business processes, and the use of
cross-functional and self-contained work teams. The result is a powerful
treatment of building resource capabilities and structuring organizational
activities that ties together and makes strategic sense out of all the
revolutionary organizational changes sweeping through today’s corporations.
So far, the efforts of companies across the world to organize the work
effort around teams, reengineer core business processes, compete on
organizational capabilities (as much as on differentiated product attributes),
and install leaner, flatter organization structures are proving to be durable,
fundamental additions to the conventional wisdom about how to manage
and valuable approaches for improving the caliber of strategy execution.

s As before, Chapter 10 surveys the role of strategy-supportive budgets,
policies, reward structures, and internal support systems and explains why
the benchmarking of best practices, total quality management, reengineering,
and continuous improvement programs are important managerial tools for
enhancing organizational competencies in executing strategy. Chapter 11
continues to deal with creating a strategy-supportive corporate culture and
exercising the internal leadership needed to drive implementation forward.
There’s coverage of strong versus weak cultures, low performance and
unhealthy cultures, adaptive cultures, and the sustained leadership
commitment it takes to change a company with a problem culture, plus
sections on ethics management and what managers can do to improve the
caliber of strategy execution.

+ There are 17 new or revised illustration capsules.
The use of margin notes to highlight basic concepts, major conclusions, and

“core” fruths was well received in earlier editions and remains a visible feature of
this edition. The margin notes serve to distil} the subject matter into concise princi-
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THE CASE COLLECTION IN THE TENTH EDITION
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ples, bring the discussion into sharper focus for readers, and point them to what is
important.

Diligent attention has been paid to putting life into the explanations and to
improving clarity and writing style. We’ve tried to take dead aim on creating a text
presentation that is crisply written, clear and convincing, interesting to read, comfort-
ably mainstream, and as close to the frontiers of theory and practice as a basic
textbook should be.

The 34 cases in this edition include 22 new cases not appearing in any of our
previous editions, 8 cases from the ninth edition, and 4 carryover cases from the
eighth edition. We’ve tried to strike a good balance between fresh cases, previously
used cases that are still timely and very much on-target with respect to the issues, and
proven favorites. To highlight the close linkage between the cases and strategic
management concepts, we have grouped the cases under five chapter-related and
topical headings. In the Section A grouping are five cases spotlighting the role and
tasks of the manager as chief strategy-maker and chief strategy-implementer; these
cases—America Online, Ben & Jerry’s Homemade, Intel, The Fudge Cottage, and
Cineplex Odeon (B)—provide convincing demonstration of why the discussions in
Chapters 1 and 2 are relevant to a company’s long-term market success. Section B
contains a 13-case grouping where the central issues deal with analyzing industry and
competitive situations and crafting business-level strategy; these cases call upon
students to apply the text material in Chapters 3-6. In Section C are four cases
involving strategy assessments and strategy-making in diversified companies that
make nice follow-ons to the coverage in Chapters 7 and 8. There are nine cases in
Section D, all revolving around the managerial challenges of implementing strategy
and giving students an opportunity to apply the concepts presented in Chapters 9-11.
Section E contains three cases highlighting the links between strategy, ethics, and
social responsibility. '

The case line-up in this tenth edition reflects our steadfast preference for cases that
feature intriguing products and companies and that are capable of sparking both
student interest and lively classroom discussions. At least 19 of the cases involve
high-profile companies, products, or people that students will have heard of, know
about from personal experience, or can easily identify with. The America Online,
Intel, and Acer Computer cases will provide students with insight into the special
demands of competing in industry environments where technological developments
are an everyday event, product life-cycles are short, and competitive maneuvering
among rivals comes fast and furious. At least 16 of the cases involve situations where
company resources and competitive capabilities play as much a role in the strategy-
making, strategy-implementing scheme of things as do industry and competitive
conditions. Indeed, we made a special effort to ensure that the cases selected for this
edition demonstrated the relevance of the resource-based view of the firm. Scattered
throughout the lineup are 11 cases concerning non-U.S. companies, globally compet-
itive industries, and/or cross-cultural situations; these cases, in conjunction with the
globalized content of the text chapters, provide ample material for linking the study
of strategic management tightly to the ongoing globalization of the world econ-
omy—in proper keeping with AACSB standards. You'll also find 5 cases where the
central figures are women, 9 cases dealing with the strategic problems of family-
owned or relatively small entrepreneurial businesses, and 18 cases involving public
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companies about which students can do further research in the library or on the
Internet. Six of the cases (America Online, Ben & Jerry’s, Callaway Golf, Nintendo
vs. SEGA, Bama Pie, and Food Lion) have videotape segments that either are
available from the publisher or can be ordered from other sources.

The case researchers whose work appears in this edition have done an absolutely
first-class job of preparing cases that contain valuable teaching points, that illustrate the
important kinds of strategic challenges managers face, and that allow students to apply
the tools of strategic analysis. We believe you will find the tenth edition’s coliection of
34 cases exceptionally appealing, eminently teachable, and very suitable for drilling
students in the use of the concepts and analytical treatments in Chapters 1 through 11. It
is an unusually attractive and stimulating case lineup from beginning to end.

COMPANY WEB SITE ADDRESSES AND

XV

USE OF THE INTERNET

Following Chapter 11 and prior to Case 1, we have once again included “A Guide to
Case Analysis” that gives students positive direction in what case method pedagogy
is all about and offers suggestions for approaching case analysis. To this discussion,
we have added a section on how to use the Internet and various online services to (1)
do further research on an industry or company, (2) obtain a company s latest financial
results, and (3) get updates on what has happened since the case was written. The
information available on the Internet is exploding at a rapid-fire pace. We think
students will find our list of information-laden Web sites and the accompanying
suggestions of how to use the various search engines a time-saving and valuable
assist in running down the information they are interested in, To further facilitate
student use of the Internet, we have included company Web site addresses at appro-
priate locations in the cases themselves. Alternatively, students can link directly to
company Web sites by going to the student section of the Web page for the text
{(www.mhhe.com/thompson).

THE STRAT-TUTOR SOFTWARE SUPPLEMENT
FOR STUDENTS

Available with the tenth edition is a second-generation software option called Strat-
Tutor that is, in effect, a full-fiedged, computer-assisted, interactive study guide for
the whole text. Strat-Tutor has two main sections:

* A series of self-tests that students can use to measure their comprehension,
chapter-by-chapter, of the material presented in the text.

+ Study questions for each of the 34 cases in the tenth edition, plus a set of
custom-designed case preparation guides for 17 of the cases that lead
students through the needed analysis, provide number-crunching assistance,
and tutor students in use of the concepts and tools presented in the
chapters.

The Self-Testing Feature

The test section of Strat-Tutor contains (1) a 25-question self-test for each text
chapter, (2) a 50-question self-exam covering the material in Chapters 1-6, and (3) a
50-question self-exam covering the material in Chapters 7-11. The 11 chapter tests
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consist of an assortment of true-false, fill-in-the-blank, and challenging multiple
answer questions that cover the text presentation rather thoroughly. These tests were
deliberately made demanding (given their “open book™ nature) so as to require
careful reading and good comprehension of the material. When the student completes
each test, Strat-TuTor automatically grades the answers, provides a test score, posts
the test score in the student’s personal “grade book,” indicates the questions with
wrong answers, and directs students to the text pages where the correct answers can
be found. Questions incorrectly answered can be attempted as many times as needed
to arrive at the right answer. In addition, we created conventional (single-answer)
multiple-choice tests covering Chapters 1-6 (50 questions) and Chapters 7-11 (50
questions) that students can use to prepare for in-class exams given by the instructor.

Used properly and in conjunction with each other, we think these tests will
provide students with a welcome and effective way to gauge their readiness for the
course instructor’s own examinations on the 11 chapters. None of the questions on
Strat-TuToR correspond to those on the instructor’s test bank.

The Study Questions and Case Preparation Guides

We’ve all experienced poor and uneven student preparation of cases for class discus-
sion. Sometimes it’s because of inadequate effort, but more often it is because of
confusion over exactly what analysis to do and/or inexperience in using the tools of
strategic analysis to arrive at solid recommendations. To give students some direction
in what to think about in preparing a case for class, Strat-Tutor provides study
questions for all 34 cases in the tenth edition. To help them learn how to use the
concepts and analytical tools properly, there’s an interactive guide (not a solution!)
for use in preparing 17 of the cases. Each study guide has been tailored to fit the
specific issues/problems and analytical requirements posed by the case. We have
scrupulously avoided creating one generic study guide because cases in strategic
management cut across a broad range of issues/problems and entail diverse analytical
requirements (strategy analysis in single-business situations is fundamentally differ-
ent from strategy analysis of diversified companies; cases where the spotlight is on
developing a strategy are fundamentally different from cases where the main issues
revolve around strategy implementation and execution).
The Strat-Tutor case preparation guides provide:

* Study questions to trigger the process of thinking strategically and to point
students toward the analysis needed to arrive at sound recommendations.

* A series of interactive screens that coach students in the use of whatever
analytical tools are appropriate—whether it be five-forces analysis,
strategic group mapping, identification of key success factors, SWOT
analysis, value chain analysis, competitive strength assessments, construction
of a business portfolio matrix, industry attractiveness assessments, or
strategic fit matchups.

* Follow-on questions to prod students to think clearly about what
conclusions flow from their analysis.

* Calculations of financial ratios, compound average growth rates, common-
size income statements and balance sheets, and any other statistics useful in
evaluating industry data, company financial statements, and company
operating performance.



