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Preface

The inherent strength of a case book is that it offers an extraordinarily
high degree of flexibility in the study of business management in terms of
the number, nature, and variety of strategic situations that can be investi-
gated. Company and Industry Cases in Strategy and Policy was designed
and written to maximize this advantage.

The case method is widely accepted as the best approach for helping
students to acquire competence in the areas of strategic management and
business policy. However, it is clear that case studies must elucidate and
reinforce the teaching objectives of the instructor in order to maximize the
benefits of the course.

Thus, in contrast to books that commit the professor and students to a
single perspective on both conceptual materials and business practices,
this book allows a professor the opportunity to specify the course peda-
gogy. In this way the course can best reflect the unique talents, needs, and
interests of both the instructor and the class. Among other advantages,
this approach allows a wide variety of case method options to be con-
sidered:

—Company and Industry Cases in Strategy and Policy can be used in
combination with any conceptual materials of the instructor’s
choosing: a text, special readings, journals, articles, newspapers
and magazines, or other handout materials chosen by the instructor.

—It can be paired with other instructional methods, including
computer simulations and experimental exercises.

—It can be used alone to maximize the advantages of the
traditional case-study method.



X Preface

Company and Industry Cases in Strategy and Policy offers additional
flexibility because of its unique packaging of 29 business cases around
eight industry notes. Thus, users of the book have the options of studying
industries, businesses, or for maximum benefit, businesses within indus-
tries. Further, because four companies can be studied in two-part sets
(cases A and B), students have the opportunity to experience both the
developmental problems in strategy implementation and the need for con-
tinuous environmental and competitive assessments.

The greatest strength of this book is in its case studies, and for these we
are very grateful to 17 professors who graciously contributed their cases:

Sexton Adams, North Texas State University
Shelia A. Adams, Arizona State University
Stephen E. Barndt, Pacific Lutheran University
M. Edgar Barrett, Southern Methodist University
Richard F. Beltramini, Arizona State University
Mary Pat Cormack, Southern Methodist University
Beth B. Freeman, Portland State University
Robert R. Gardner, Southern Methodist University
Adelaide Griffin, Texas Women’s University
James R. Lang, University of Kentucky

Patricia McDougall, Georgia State Un1vers1ty
Timothy Mescon, University of Miami

Leslie W. Rue, Georgia State University

Steven A. Sinclair, Virginia Tech

Neil H. Snyder, University of Virginia

Barbara Spencer, Clemson University

Tom Van Dyke, University of South Carolina

We also wish to thank three authors who joined with us as collaborators
in case development. Gratefully, we acknowledge the exceptional work of
doctoral students J. Kay Keels and Frank Winfrey of the University of
South Carolina and Jerry Fox of Virginia Tech.

Complementing the cases are three appendixes that will help students to
perfect their skills in strategy analysis. “The Guide to Industry Analysis”
(Appendix A) was authored by Michael E. Porter of Harvard University as
an article in the Harvard Business Review. “The Guide to Financial Analy-
sis” (Appendix B) was written by Elizabeth Gatewood of the University of
Georgia. “The Guide to Information Sources for Use in Strategy and Policy
Analysis” (Appendix C) was provided by Jugoslav S. Milutinovich of

. Temple University and was based on his recent article in Business Hori-
zons.
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Finally, we wish to express our appreciation to several individuals whose
assistance and support enabled the timely completion of this book. Our
special thanks are due Dean James F. Kane, Associate Dean James G.
Hilton, Program Director Joseph C. Ullman and secretary Kathleen M.
Fine, all of the College of Business Administration at the Univeristy of
South Carolina, and Robert Litschert, Chairman of the Virginia Tech
Management Department.

Jack Pearce
Richard Robinson
Larry Alexander
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Guide to Strategy
and Policy
Case Analysis

The Case Method

The case approach to strategic management offers you an exciting new
educational experience for several reasons. First, instead of learning only
theory, the case-oriented course focuses your attention on what a firm
should do in an actual business situation. Second, the case method forces
you to think and to use your analytical skills. For example, what are the
specific issues facing A&P grocery stores? Which alternative grand strat-
egy should Eastern Air Lines follow? Or, what additional actions should
NCNB Corporation take to implement its move into Florida banking?
Third, the case course is exciting because it more actively involves you, the
student. In addition to delivering lectures, your professor will lead the class
in a variety of case discussions. Fourth, this course lets you apply concepts
that you have already learned in other business courses. This might in-
volve the four P’s of marketing in one case, financial ratio analysis and
projections in another case, and changes in the management organiza-
tional structure in still another case. Finally, this case-oriented course will
let you apply concepts that your professor will present from the rapidly
developing strategic management field. Thus, there are a number of reasons
why case analysis can be an interesting and challenging course format.

The cases included in this book are written accounts of actual situations
facing a variety of firms in different industries. Please keep in mind that

This material was prepared by Larry D. Alexander, John A. Pearce II, and Richard B.
Robinson, Jr. and copyrighted by Larry D. Alexander, Virginia Polytechnic Institute and
State University, Blacksburg, Virginia. Copyright ¢ 1986.
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these cases have not been written to illustrate either effective or ineffective
handling of business situations. Rather, they provide you with the oppor-
tunity to analyze what actual businesses might do to manage different
strategic issues. Thus, the cases usually include a variety of qualitative
and quantitative data in the text portion and accompanying exhibits.
Some of the information is clearly important, while other information may
not be so important. Keep in mind that the case method is highly situation-
al, rather than general. The lessons that can be learned from analyzing
one firm facing a specific set of circumstances cannot necessarily be ap-
plied automatically to another firm facing a different set of circumstances.

The cases in this book have been grouped into six industry sets. Each
set contains an industry note plus cases on three different firms in that
industry. The industry note will provide you with an understanding of the
overall industry, its historical development, its major segments, issues and
trends that confront the industry, and strategies utilized by major firms. In
addition, cases have been provided on three individual firms within that
specific industry. At times, your professor will ask that you read only a
case on a specific firm, and other times he or she will ask that you also read
the accompanying industry note. Studying and analyzing more than one
firm and its industry will help you gain rich insights into the strategic
management process. We hope that you will enjoy this unique approach to
analyzing cases in your strategic management course.

Preparing for Class

Since this capstone course emphasizes a new learning mode, namely ana-
lyzing business case studies, you will have to prepare for class somewhat
differently. In a typical lecture, if you do not prepare, you can still learn by
attending and listening to the professor’s lecture. Not so in this strategic
management case-oriented course. If you come to class without having
read the case, you will derive little benefit from the case discussion. The
following ideas are suggested to help you effectively prepare for cases that
will be assigned throughout the course.

1. Start Early in Preparing Each Case. You need to get started early
on each case for several reasons. First of all, many of these cases
are quite long and take time to read. Second, since many strategic
management cases involve multiple issues, it helps if you can give
yourself some time to think about the case after reading it.
Furthermore, the initial ideas you consider to help the firm address
the strategic issue may not be as appropriate as the ones you later
develop after giving the case some thought.

2. Read the Case More Than Once. Since strategic management cases
contain broad issues that typically involve complex, multifaceted
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organizational decision making, you are urged to read each case at
least twice. The first reading will give you a good overview of what
is going on with the firm and the issue it is confronting. The
second reading, however, will help you to fine tune your
understanding of the case and to comprehend more fully
information you may have quickly read over before.

3. Focus on the Case’s Strategic Issue. As you read the case, always
be on the lookout for the key issue on which the case focuses.
Sometimes, it is stated by the case writer in the case’s introduction.
Or, it might be buried among other not so important issues, facts,
opinions, and symptoms in the case. There, your task will be first
to identify the root issue that the firm faces and then to make
recommendations to address it.

4. Study the Exhibits. You should analyze the financial statements,
study organization charts, look at pictures of the firm’s products,
etc. that may be found in the exhibits. In sum, view exhibits as an
integral part of each case which often contain valuable information.

5. Put Yourself in the Proper Time Frame. One important rule in case
analysis is to put yourself back to the year when the case ends. If
the case ends in 1984, then that year becomes the present year for
the purpose of analyzing the firm and its industry. While it is all
right to do outside reading on the firm and its industry, confine it
to material written before the case ends. Do not do outside reading
on the firm written after the case ended unless your professor
directs you to do otherwise. Your professor wants to see what
analysis and recommendations you can develop rather than to
assess the firm’s actual strategic moves since the case ended.

6. Apply Business Course Concepts to the Case. Although analyzing
cases may seem theory free, it is not. Thus, try to identify theories
from your other business courses that can be applied to the case at
hand. Think back to your marketing, finance, production, and
economics courses, among others, that might help you analyze each
case. In addition, try to apply strategic management concepts that
your professor will present throughout the course. By doing so, you
will improve the quality of your case analyses.

Participating in Class

The strategic management course typically relies heavily on a discussion
format. To make this class discussion format succeed, both your professor
and you need to perform specific roles. Let’s first consider your professor’s
role and then your own roles.
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Your Professor’'s Role

1.

Lead the Discussion. Your professor’s role is to lead the discussion
of the various cases you will analyze. The professor will work to
stimulate the class as a whole to share their insights and
observations about the case. Since your professor is trying to
facilitate the class’s discussion of the case, don’t expect your
professor to respond to every comment you make. He or she is
trying to get other students to share that responsibility.

. Keep the Class on the Issue. Since strategic management cases

often involve multiple strategic issues, it is easy for class
discussions to bounce back and forth from one issue to the next. At
times, your professor may want to focus the class’s attention on
one specific issue before going on to some other issue. Your
professor may even ask you to hold your comment on some new
issue until closure has been reached on some earlier one. The
request does not mean your point is unimportant, only that you
should wait a while to present it.

. Play the Devil’s Advocate. At times, your professor may play the

devil’s advocate by offering alternative positions to the ones that
you and other students are taking. He or she is not being
argumentative nor attempting to be more devil than advocate;
rather, he or she is usually testing you, exposing alternative
viewpoints, sometimes to see how sure you are of your position.
Don’t back down, but rather offer support and reasons for the point
you are making.

. Drawing Students into the Discussion. The professor does this in

various ways. First, he or she will call on volunteers. Second, your
professor will call on students who do not have their hands up
(even if others do), in an effort to get different students involved.

Help Students Understand Strategic Management Concepts. At
times, your professor will lecture on strategic management concepts.
He or she may first lecture on some strategic management concept
and then ask you to read and analyze one or more cases that
illustrate it. In other instances, your professor may first have you
struggle with one or more cases, then lecture on a strategic
management concept that can be applied to those cases.

Be a Jack-of-all-Trades. Perhaps your professor’s most difficult task
is being a jack-of-all-trades. While you are majoring in one specific
business administration discipline, say finance, your professor is
trying to understand general administrative issues and all the
functional areas, marketing, accounting, production, human
resources, and finance. This is no easy task, especially
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since your professor is trying to keep up with the rapidly
expanding body of literature in the strategic management field.

Your Role as a Student

This case-oriented capstone course also requires students to take on new
and challenging roles. You cannot sit back passively. Some of your roles
are as follows:

1. Attend Class Regularly. Since class participation is often given
more weight in this course than in other courses, you need to come
to class to do well.

2. Come to Class Prepared. There are real incentives for coming to
class with a good understanding of the case to be discussed. First,
it will enable you to appreciate more fully the class discussion.
Second, it will help you avoid being called on by your professor
when you are unprepared. Finally, third, it will enable you to take
an active role in the class and to be a part of the enjoyable
exchange of ideas.

3. Enter into the Class Discussion. If you come to class regularly and
prepare for each case, it will make entering the class discussion of
these cases much easier. Start early in the term to participate in
the class discussions. Raise your hand when you have something to
say. If your professor calls on somebody else who says the same
thing, raise it again as soon as you have something to say on
another issue. Almost all professors consciously try to recognize
students with their hands up who have participated less often for
that case. Participate by doing any of the following: (1) address the
question your professor is raising, (2) build on some idea that some
other student has made, (3) tactfully disagree with your professor or
some other student, or (4) simply ask a question.

4. Participate an Appropriate Amount. You should strive to be an
active contributor in your class’s discussion of cases. Be a balanced
contributor, however, and avoid either extreme. Avoid being the
quiet student that never raises his or her hand, even though you
have prepared for class. At the same time, avoid participating too
much. If you continually dominate the discussion, other students
may become resentful and stop listening to you, even when you
have good ideas to offer.

5. Look at the Big Picture. Unlike functional courses in marketing,
finance, human resources, and production management, this course
concerns the top management of the firm. That is why this field is
becoming increasingly known as strategic management, since it
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focuses on the issues that general managers face. As you analyze
the various cases, force yourself to look beyond just the issues that
relate to a specific functional area to the larger ones facing the
overall firm.

6. Stay on the Topic. In discussing cases in class, you need to listen
carefully to what your professor and other students are saying.
This will help you avoid making a statement that someone else
made just a few minutes earlier. Conversely, if a new issue has just
been raised, avoid changing the topic instantly to something else. If
you don’t have anything to say about that present topic, wait a
while before calling the class’s attention to some other issue that
you feel is important.

7. Have Your Case in Class. Please be sure to bring your textbook
with you to every class and have it open to the case being
discussed. This is a good practice for several reasons. Your
professor may refer to material on a specific page or ask your
opinion on some exhibit material. At other times, your professor
may read a short passage from the case and ask you to comment
on it. Finally, your professor may ask the class to help him clarify
a case fact. In any event, if you have your case out, you’ll be able
to refer to material quickly or to refresh yourself with notes you put
in the margin of the pages.

Conducting the Strategic Analysis for a Firm

We recommend that you conduct a strategic analysis for the cases you
analyze. This three-phased analysis, however, will vary depending on the
actual case being analyzed and the specific assignment that your professor
will give you. The three phases of this analysis are as follows:

1. Analyzing the industry.
2. Evaluating the firm’s corporate level strategy.
3. Analyzing the firm’s SBU strategies.

Analyzing the Industry

Analyzing an industry is a complex, yet important phase of the strategic
analysis. Competition within an industry is influenced greatly by the
various competitive weapons that each firm utilizes. Competition is also
influenced by the suppliers and buyers to the firms in the industry. Under-
standing competition thus involves looking backward toward the firms’
sources of supply and forward in the distribution channels to the buyers of
the industry’s products. Competition within an industry is also influenced
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by the industry success factors, which are those things a firm must do well
in that industry to be successful. Finally, competition in an industry is
influenced by substitute products being offered by other industries, which
may have lower or higher price performance payoffs.

Some key questions to consider when analyzing the industry are as
follows:

1. What are the industry success factors that firms must satisfy to
compete well in that specific industry?

2. What are the different segments in the industry, and how much is
each segment growing?

3. What stage of the product life cycle is the industry in, and how
has this stage affected competition?

4. Who are the major suppliers to the industry, and how much power
do they have relative to the firms in the industry they supply?

5. Who are the major buyers of the industry’s products, and what do
they value when making purchasing decisions?

6. To what extent do suppliers and buyers pose a threat to integrate
forward or backward vertically into the industry?

7. How do substitute products from this and other industries compare
on their price/performance trade-off?

8. What developing technological breakthroughs in other industries
may adversely impact on the industry in coming years?

9. To what extent are foreign competitors occupying a dominant
position in the industry?

10. What legislative or regulatory changes are threatening the
industry, and how might they change the nature of competition
within the industry?

11. What impact do economic recessions and inflation have on the
industry?

12. What industry trends may cause the industry to change in the
coming years?

Although the above list is not meant to be exhaustive, it should help you
get started in doing an industry analysis. The important point to stress is
that a firm’s strategy should be developed and implemented with a thor-
ough analysis of the industry in which it competes.

Corporate Level Strategy

A second phase of strategic analysis involves evaluating the firm’s corpo-
rate level strategy. This is top management’s overall game plan for running
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the corporation. For firms that compete within only one industry, the cor-
porate level strategy may be the same as the SBU (Strategic Business
Unit) strategy level. For multidivisional firms that compete in more than
one industry, however, the corporate level strategy is usually different
from the SBU level. In the latter case, the corporate level strategy is
determined by a few people at the corporate level and within each SBU.
Corporate strategists must first decide the overall purpose, corporate mis-
sion, and long-term objectives of the firm. With this in mind, top manage-
ment then decides which industry segments to compete in and what game
plan to pursue in each.

You should consider asking a number of questions as you analyze a
firm’s corporate level strategy. While the list that follows is not exhaustive,
it should get you started understanding a firm’s corporate level strategy.

Company Mission
1. What is the company mission, which describes the product, market,
and technological areas of emphasis for the business?

2. What are the values and philosophy of the corporate top
management, and how are they reflected in its mission statement
or creed?

3. Are competitive pressures impacting on the firm that might
necessitate changing its company mission?

Company Profile
1. What are the corporation’s various SBUs and how well is each one
performing?

2. What are the distinctive competencies, or strengths, of the
corporation as a whole?

3. How has the corporation pérformed financially in recent years?
4. Which SBUs have been identified as resource generators?

5. What are common weaknesses that the corporation currently has in
a number of its SBUs?

6. How do the corporation’s SBUs stack up against key competitors in
the various industries in which they compete?

Strategic Choice

1. What long-term objectives have been established for the corporation
as a whole?

2. What is the current corporate grand strategy (e.g., concentration,
diversification, vertical integration) which serves as the basis for
the firm’s competitive posture?



