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PREFACE

The second edition of Strategic Management: Planning and Implementation, Concepts
and Cases 1s designed to analyze the strategic management process and to give
students practice in applying the process to actual orgamizations. The strategic
management process is concerned with making decisions about an organization’s
future direction and implementing those decisions.

This book, which includes both text and case studies, has been structured
around a simple logical framework for analyzing the strategic management pro-
cess. Diagrams of this framework, which appear throughout the text, provide a
visual display of the major components of the process and illustrate the interrela-
tionships among the various components.

Strategic Management is divided into five major parts. Parts One through Four
constitute the text portion of the book, and Part Five is a compilation of cases for
use in studying the strategic management process. Part One introduces and
defines the major components in the strategic management process. Part Two,
which discusses strategic planning, focuses on establishing organizational objec-
tives, defining organizational culture, identifying strategic alternatives, and se-
lecting an appropriate strategy. Part Three, on strategy implementation, de-
scribes the processes of matching strategy and structure, implementing strategy,
and exercising strategic control. In addition, each chapter contains an abundance
of real-world examples showing how organizations apply the concepts presented
in the chapter.

The three appendixes in Part Four provide information useful in analyzing
strategic management cases. Appendix A discusses how to read and analyze cases;
it also contains a summary of each text chapter with page number references.
Appendix B, written by Johnnie L. Clark, former dean of the Graduate School of
Business Administration of Atlanta University, provides an analysis of financial
statements. Appendix C, adapted from an article by Jugoslav S. Milutinovich, is
a guide to business reference sources.

The case studies in Part Five were systematically selected to serve as a cross
section of a number of major industries and to provide opportunities for students
to analyze all major aspects of the strategic management process. Several cases
focus on studying strategic management in an international environment and on
examining social issues in stratcgic management. The cases have been classroom
tested to help ensure their readability and practicality.

I appreciate the valuable insights and contributions of the following individu-
als: Pierre A. David, Baldwin-Wallace College; Eliezer Geisler, Northeastern Illi-
nois University; Peter M. Ginter, University of Alabama at Birmingham; Kenneth
W. Olm, University of Texas at Austin; Joseph A. Schenk, University of Dayton;
Scott A. Snell, Michigan State University; Wilma D. Strickland, Northern Illinois
University; and Rajaram Veliyath, Virginia Polytechnic Institute and State Univer-
sity. I also greatly appreciate the research, suggestions, and encouragement of my
editor, Jayne Maerker, as well as the assistance of the entire staff at Harper & Row.
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Preface

I also want to thank the staff of the library at Georgia Tech, who provided
access to and assistance in the use of that excellent library, and my colleagues and
friends at Atlanta University, who provided an environment that encouraged me
in the development of this book. I wish to express special thanks to Luther S.
Williams, president of Atlanta University; Creigs C. Beverly, academic vice-presi-
dent of Atanta University; and Robert A. Lynn, acting dean of the Graduate
School of Business Administration of Adanta University. I also sincerely appreci-
ate the help of my secretary, Gwendolyn Donaway, in preparing the manuscript.

Lroyp L. Byars



CONTENTS

CASE CONTRIBUTORS XV
PREFACE xvii

part one

Introduction 2

chapter 1 STRATEGIC MANAGEMENT: AN OVERVIEW 4

STRATEGIC MANAGEMENT AND ORGANIZATIONAL SUCCESS 6
THE STRATEGIC MANAGEMENT PROCESS 8
Defining the Organization’s Philosophy 9
Defining the Organization’s Mission 12
Establishing Long- and Short-Range Objectives 14
Selecting a Strategy 16
INTEGRATING PHILOSOPHY, MISSION, OBJECTIVES, AND STRATEGY 17
STRATEGIC BUSINESS UNITS (SBUs) 17
MAKING STRATEGIC DECISIONS 18
Review Questions 19/ Discussion Questions 20 / References and Additional
Reading 20

part two
Strategic Planning 22

chapter 2 ANALYZING THE EXTERNAL AND INTERNAL
ENVIRONMENT 24

ENVIRONMENTAL SCANNING 26

Economic Forces 26

Technological Forces 28

Political and Regulatory Forces 28

Social Forces 29
ESTABLISHING AN ENVIRONMENTAL SCANNING PROGRAM 30
ENVIRONMENTAL FORECASTING 381

Delphi Technique 31

Bramstorming 32

Scenarios 32

vii



viii  Contents

. chapter 3

\fhapter 4

Trend-Impact Analysis 32
Economic Forecasting 32
COMPETITIVE ANALYSIS 34
INTERNAL ORGANIZATIONAL ANALYSIS 37
PROCEDURES 42
Review Questions 44/ Discussion Questions 44 / References and Additional

Reading 44

ORGANIZATIONAL CULTURE AND THE OBJECTIVE-SETTING
PROCESS 46

THE OBJECTIVE-SETTING PROCESS 48
ORGANIZATIONAL CULTURE 48
Origin of Organizational Cultures 50
Identifying and Classifying Organizational Cultures 51
Changing Organizational Cultures 54
MIX OF ORGANIZATIONAL OBJECTIVES 55
CASCADE APPROACH TO ESTABLISHING OBJECTIVES 58
Review Questions 59/ Discussion Questions 59 /  References and Additional
Reading 59

IDENTIFYING STRATEGIC ALTERNATIVES 60
STRATEGIC ALTERNATIVES 62
STABLE GROWTH STRATEGY 63
GROWTH STRATEGIES 64
Concentration on a Single Product or Service 66
Concentric Diversification 67
Vertical Integration 67
Horizontal Integration (or Diversification) 70
Conglomerate Diversification 71
ENDGAME STRATEGIES 72
RETRENCHMENT STRATEGIES 74
Turnaround Strategy 74
Divestment Strategy 75
Liquidation Strategy 76
COMBINATION STRATEGIES 76
BUSINESS UNIT OR CORPORATE STRATEGIES 77
Overall Cost Leadership Strategy 78
Differentiation Strategy 78
Focus Strategy 78
IMPLEMENTING STRATEGIES THROUGH MERGERS AND
ACQUISITIONS 78
Reasons for Mergers and Acquisitions 78
Carrying Out Mergers and Acquisitions 80
Guidelines for Successfully Implementing Mergers and Acquisitions 81



iX Contents

\(’_\chapter 5

IMPLEMENTING STRATEGIES THROUGH JOINT VENTURES 84
Reasons for Entering Joint Ventures 85
Strategies to Use in Joint Ventures 85
Considerations in Forming a Joint Venture 85
Review Questions 87 /' Discussion Questions 87 / References and Additional
Reading 87

STRATEGY EVALUATION AND SELECTION 90

BUSINESS PORTFOLIO ANALYSIS 92
Growth-Share Matrix 92
Industry Attractiveness-Business Strength Matrix 97
Life-Cycle Approach 104
COMPETITIVE STRATEGY ANALYSIS 108
CLUSTER ANALYSIS 110
PIMS ANALYSIS 111
QUALITATIVE FACTORS IN THE STRATEGY EVALUATION AND SELECTION
PROCESS 112
Managerial Attitudes Toward Risk 112
Environment of the Organization 113
Organizational Culture and Power Relationships 114
Competitive Actions and Reactions 114
Influence of Previous Organizational Strategies 115
Timing Considerations 115
Review Questions 115/ Discussion Questions 116 / References and Additional
Reading 116

part three
Strategy Implementation 118

chapter 6

MATCHING STRATEGY AND ORGANIZATIONAL STRUCTURE 120

CONTINGENCY APPROACH TO ORGANIZING 1922
Organizational Size and Growth Stage 123
Orgamizational Environment 124
Technology and Structure 125
Contingency Organizational Structures 125

ASSESSING AN ORGANIZATION’S STRUCTURE 126

GUIDELINES IN DESIGNING EFFECTIVE ORGANIZATIONAL

STRUCTURES 128
Simple Structures 128
Simple Form, Lean Staff 129
RESTRUCTURING AN ORGANIZATION 130
BOARD OF DIRECTORS 130



X  Contents

chapter 7

chapter 8

Composition of the Board 131

Structure of the Board 132

Legal Responsibilities of the Board 133

Review Questions 134 / Discussion Questions 135 / References and Additional
Reading 135 / Appendix to Chapter 6: Strengths and Weaknesses of Organizational
Structure Types 137

IMPLEMENTING STRATEGY: FUNCTIONAL STRATEGIES,
BUDGETING, LEADERSHIP, AND MOTIVATION 142

DEVELOPING FUNCTIONAL STRATEGIES 144
Marketing Strategies 145
Financial Strategies 147
Production/Operations Strategies 150
Human Resource/Personnel Strategies 151
Research and Development Strategies 152
DEPLOYMENT OF RESOURCES THROUGH BUDGETING 154
Flexible Budgets 156
Program Budgeting 157
Making the Budget Process Useful 158
ORGANIZATIONAL LEADERSHIP 159
MOTIVATIONAL SYSTEMS 160
Review Questions 164 / Discussion Questions 164 / References and Additional
Reading 164

STRATEGIC CONTROL PROCESS 166

STRATEGIC CONTROL PROCESS 168
STRATEGIC CONTROL AND OTHER PHASES OF THE STRATEGIC
MANAGEMENT PROCESS 170
THREE ELEMENTS OF CONTROL 170
Developing Criteria for Evaluation 170
Evaluating Performance 173
Feedback 174
EFFECTIVE CONTROL SYSTEMS 174
METHODS OF CONTROL 176
Budgets 176
Auduts 176
Time-related Control Methods 179
Management by Objectives 180
STRATEGY AUDITS 181
MANAGEMENT INFORMATION SYSTEMS 181
Designing an MIS 181
Decision Support Systems 184
Review Questions 184 /  Discussion Questions 185 / References and Additional
Reading 185



Xi  Contents

part four
Useful Information for Analyzing Strategic Management Cases 186

Appendix A PREPARING A CASE ANALYSIS 189

Appendix B READING AND UNDERSTANDING FINANCIAL
STATEMENTS 199

Appendix C BUSINESS FACTS FOR DECISION MAKERS: WHERE TO FIND
THEM 213

part five

Case Studies in Strategic Management 252

Section A Strategic Management: Planning and Implementation 255

1 COCA-COLA COMPANY 255
Lincoln W. Dcihl, Kansas State University
Thomas C. Neil, Atlanta University
2 LEVI STRAUSS & COMPANY: TAKING AN INDUSTRY GIANT PRIVATE 280
Neil H. Snyder, University of Virginia
Lloyd L. Byars, Adanta University
3 JOHNSON PRODUCTS COMPANY, INC.: THE CHALLENGES OF THE 1980s 293
Thomas L. Wheelen, Robert L. Nixon,
Marian Hessler, Jan Hunter, Bob Bailey,
and Tony Arroyo, University of South Florida
Neil H. Snyder, University of Virginia
4 A NOTE ON THE BREWING INDUSTRY 314
Michael D. Caputa, Virginia Polytechnic Institute and State University
5 TI'T’S MILLER TIME 336
Thomas C. Neil and Lloyd I.. Byars, Atlanta University
6 THE ADOLPH COORS COMPANY 351
Jeffrey M. Miner and Larry D. Alexander, Virginia Polytechnic Institute
and State University
7 XEROX CORPORATION PROPOSED DIVERSIFICATION 372
J- David Hunger, Thomas Conquest, and William Miller, Towa State University
8 A. H. ROBINS AND THE DALKON SHIELD 397
Neil H. Snyder, University of Virginia



Xii  Contents

10

11A

11B

12

14

15

16

17

18

22

23

24

25

26

27

28

THE AUTO INDUSTRY IN THE UNITED STATES: STRUCTURE AND STRATEGY
Ernest R. Nordtvedt, Loyola University in New Orleans

LEE TACOCCA’S CHRYSLER 446
Ernest R. Nordtvedt, Loyola University in New Orleans

TURNER BROADCASTING SYSTEM, INC. 468
William H. Davidson, University of Southern California

TURNER BROADCASTING SYSTEM, INC. 486

Neil H. Snyder, University of Virginia
NCNB CORPORATION 489
Lloyd L. Byars and Debra Thompson, Atlanta University
McDONALD’S CORPORATION 511
Lloyd L. Byars and Denise Murray, Atlanta University
BURGER KING’S BATTLE FOR THE BURGERS 529
Larry D. Alexander and Thomas W. Ripp, Virginia Polytechnic Institute
and State University
QUAKER OATS COMPANY 552
Lloyd L. Byars and Wanda Benjamin, Atlanta University
MCI COMMUNICATIONS 568
Lloyd L. Byars and Deirdre Creecy, Atlanta University
TANDY, INC. 592
Sexton Adams, North Texas State University
Adelaide Griffin, Texas Woman’s University
CORPORATE PLANNING AT BORG-WARNER IN THE 1980s 617
William C. Scott, Indiana State University
THE LINCOLN ELECTRIC COMPANY, 1984 626
Arthur Sharplin, Northeast Louisiana University
7-ELEVEN STORES: CONVENIENCE 24 HOURS A DAY 647

421

Jeremy B. Fox and Larry D. Alexander, Virginia Polytechnic Institute and State University

WAL-MART STORES, INC. 666
Sexton Adams, North Texas State University
Adelaide Griffin, Texas Woman'’s University
MARY KAY COSMETICS, INC. 682
Sexton Adams, North Texas State University
Adelaide Griffin, Texas Woman’s University
MOBIL CORPORATION 706
Robert R. Gardner and M. Edgar Barrett, Maguire Oil and Gas Institute,
"Southern Methodist University
KERR-McGEE CORPORATION 742
Roger M. Atherton, Northeastern University
Mark W. Bushell, University of Oklahoma
DELTA AIR LINES: WORLD’'S MOST PROFITABLE AIRLINE 765
Elizabeth Lavie and Larry D. Alexander, Virginia Polytechnic Institute
and State University
WASTE MANAGEMENT, INC. 788
Robert G. Wirthlin and James Kendrix, Butler University
NIKE, INC. 804
Robert G. Wirthlin and Anthony P. Schlichte, Butler University
COMMUNITY MENTAL HEALTH CENTER 814
E. R. Worthington, West Texas State University



xili  Contents

Section B Small Business 826

29 CIRCUIT SERVICES NORTH 826

Harriett Stephenson and Patrick Koeplin, Seattle University
30 HINES INDUSTRIES, INC. 835

Robert P. Crowner, Eastern Michigan University
31 RAINBOW FOOD COMPANY 849

Thomas M. Bertsch, James Madison University

Section C International Business Cases 855

32 FORD OF EUROPE AND LOCAL-CONTENT REGULATIONS 855
H. Landis Gabel and Anthony E. Hall, INSEAD
33 NITROFIX GHANA 881
William A. Stoever
34 MULTIQUIMICA DO BRASIL 894
Mary Pat Cormack and M. Edgar Barrett, Maguire Oil and Gas Institute,
Southern Methodist University

Section D  Social Responsibility 901

35 UNION CARBIDE OF INDIA, LTD. (1985) 901
Arthur Sharplin, Northeast Louisiana University
36 MANVILLE CORPORATION 915
Arthur Sharplin, Northeast Louisiana University

ES

INDEX 931



STRATEGIC
MANAGEMENT



B e R o e e e e e e

Strategic Management Process

Strategic Planning

A

Obijective-Setting Process

Organizational Culture
Strategy Selection

Environmental Organizational Culture

scanning and

forecasting
Competitive E,S;ZBI;S:JM Identifying Strategy
analysis short-range '“——-) stlrateglg evlalua}tion and [e———

objectives alternatives selection
internal Chapter 3 Chapter 4 Chapter 5
organizational
analysis
Chapter 1
¢ Chapter 2 F
l Feedback Feedback ¢
N GRS MRS ST e SRR e O




PART ONE
INTRODUCTION

y

( Strategy Implementation )

Organizational Culture

X Functional strategies, Strategic
Matching strategy and ‘ budgeting, leadership, control _—
organizational structure and motivation systems

Chapter 6 Chapter 7 Chapter 8

T
|
!

————__ N

Feedback Feedback ¢
mmmwm—tmnmmw—mm Mmmmmmm-mm-!mnmm



