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PREFACE

The eighth edition of Business Policy text and casebook marks a water-
shed in the life of what has turned out to be a 30-year teaching and
research project. For the first time since its 1965 publication, the text has
been completely rewritien rather than modified.

We have retained in this edition those cases that our users have found
most helpful in accomplishing the objectives of their courses. Nonethe-
less, we have sometimes changed the way in which they are used to reflect
a new approach to the subject matter of the book. Ten of the holdover cases
are on the list of all-time best sellers of the Harvard Business School
Publishing Division. But we have added a number of new cases that have
proven powerful vehicles for learning about the challenges of general
management in the turbulent and competitive global markets of the 1990s.

In the eighth edition, we have emphasized five basic educational
themes. First, the material focuses on the roles, tasks, and skills of the
general manager in leading the overall enterprise or business unit, in
contrast to the tasks of a manager whose responsibilities are limited to a
tunctional specialty. Second, our text and cases highlight strategic man-
agement as a key function and responsibility of the line general manager,
not as a staff planning activity. Third, we emphasize the extent to which
an organization’s strategy is built by administrative processes over time as
opposed to being designed in an analytic process at a moment in time,
Fourth, the extent to which building strategy and building an organization
are interdependent tasks is reflected in the structure of the book, its text,
and the cases. This represents a major departure from the “formulation
followed by implementation” structure of preceding editions and reflects
major improvements in the development of general management cases.
Finally, a study of this material emphasizes the importance of general
management practice as a professional activity. General managers are
responsible to multiple constituencies with conflicting needs and goals.
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They must manage those organizations so as to achieve economic, social,
and ethical goals.

The fourth of these themes is worth further attention. The development
of the concept of corporate strategy has exploited the power of the basic
idea that structure should follow strategy. Great insight into the appro-
priate nature of organizational purpose and design has been achieved by
examining these topics in sequence with an analytic perspective. Consid-
erable progress in the field of strategy has been possible precisely because
of this separation and sequencing. But as the cases in previous editions
revealed and the text asserted, and as research in our field has proven for
twao decades, the two topics are not independent from a general manager’s
perspective, nor can they be managed in an orderly sequence.

As the pace of competition has accelerated, an accurate reflection of the
challenges of general management requires a framework that views these
problems as occurring simultaneously. Our focus in this text on the
general manager as strategist, organization builder, and doer reflects this
objective.

Attention to the role of the general manager in managing these strategic
processes has changed as business leaders have come to better understand
the value of a positive work environment and constantly improving
capability. Both require the involvement of a committed workforce at all
levels.

The evolution of this book has been encouraged by many individuals—
business managers, academic instructors, and students—who have taken
the time and effort to send us suggestions for improvements. We are in
their debt. Their continuing interest has helped us to develop a course in
general management that can be taught effectively at undergraduate,
graduate, and executive seminar levels.

Whatever the course name, all students of general management partici-
pate in a long-term, evolving intellectual adventure. The basic adminis-
trative processes and problems with which we are concerned have been
part of organizational life for centuries, and date as an academic field to
the first business policy course at Harvard Business School in 1908,

This edition builds on substantial contributions made by former and
present colleagues; it carries their efforts further along the way to better
understanding and greater applicability. In particular, this book abandons
the pedagogical approach of separating sharply the formulation and
implementation of strategy. It continues the trend toward more interna-
tional material and more cases concerned with the process of transform-
ing organizations so that they can engage more effectively in the competi-
tive battles that characterize most industries around the globe.

The specific core ideas, the concepts of corporate strategy and manag-
ing strategic processes, were developed at Harvard Business School in the
1960s and early 1970s under the leadership of three now emeriti profes-
sors: Kenneth R. Andrews, C. Roland Christensen, and Edmund P.
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Learned. Two of this book’s authors, Joseph L. Bower and Hugo E. R.
Uyterhoeven, worked closely with them in the development of the early
course. Christopher A. Bartlett has worked to apply these ideas to
international strategic management, and Richard E. Walton has brought to
bear his extensive research on the transformation of human behavior in
organizations. Over the years, other colleagues have made important
contributions through the writing of cases, doing research in general
management, and teaching in the MBA and executive programs.

The concept of corporate strategy articulated in this textbook has been
derived from the careful study in hundreds of company situations of the
uniformities that constitute the way decisions about corporate purpose
are made and carried out. Distinguishing more from less successful
experience has led to a theory about how the tasks involved in giving
direction to an organization in competitive conditions can be made more
effective. We call it corporate strategy to distinguish it from popular
presentations of economic strategy.

The idea that perceived strategy at a point in time is the outcome of
managed organizational processes over time rather than the result of
detached analysis has been built up from research and case studies on the
making of business unit and corporate strategy. It has been particularly
important in helping students and managers to understand why it is so
extraordinarily difficult to “turn around” a large previously successful
corporation.

We develop at length that the primary function of the general manager
is to lead a continuous process of determining the nature of the enterprise,
setting and revising goals, building layer upon layer of corporate capabil-
ity relevant to those goals, and driving day-to-day activity so that over
time the organization prospers as its environment changes. By emphasiz-
ing the leadership of process in addition to the generation of strategic
vision, we have recognized that a general manager is as much the builder
of the organization and a leverager of ongoing organizational performance,
as he or she is a strategist, and that depending on the circumstances any
one of these three roles may be most important.

While our conceptual scheme is not elegant in the conventional sense
that the disciplines seek simple formulaic power, we believe that it has
great power in application in each unique corporate setting. Although it
has not been derived from theoretical modeling or management science, it
is based on long experience. The authors, besides being familiar with and
having contributed to the literature of strategic management and organi-
zational behavior, have been teaching and doing research in general
management for a combined total of more than a century. They have
written and supervised more than 400 case studies of domestic, foreign,
and multinational companies. They have served as consultants to about
200 companies on general management problems, and serve or have
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served on the many different corporate boards of directors. Apart from
case collections, they have authored ten research monographs.

We have concluded from this varied experience that no comprehensive
positive theory of general management is currently possible. The combi-
nation of objective and subjective elements, of economic, social and
personal purposes, and of complex ethical and social responsibilities
makes automatic outcomes impossible. Close competitive analysis may
point to a desired generic economic strategy for a busines unit. A unique
corporate strategy, however, will reflect the judgment, aspiration, desire,
and determination of many fallible human beings in ways that no
theoretical model can prescribe. All-purpose management formulas are
transparent fantasies. We cannot tell you from our conceptual scheme
what the corporate strategy should be for any one company that we do not
know, nor what the plan of action should be for that company’s general
manager. This book will help you find out, in a company you do know,
how to approach your own conclusion.

How is this thinking about general management work related to the task
of learning in the classroom? We summarize our answer as follows:

The uniqueness of a good general manager lies in one’s ability to lead
effectively organizations whose complexities he or she can never fully
understand, where a capacity to control directly the human and physical
forces comprising that organization is severely limited, and where he or she
must make or review and assume ultimate responsibility for present
decisions which commit concretely major resources for a fluid and un-
known future.

These circumstances—lack of knowledge, lack of an ability to control
directly, and a mixture of past, present, and future time dimensions in every
decision—make the concept of strategy so important for the generalist,
senior manager. For strategy gives a manager reasonably clear indications of
what one should try to know and understand in order to direct an
organization’s efforts. It counsels on what to decide, what to review, and
what to ignore. It gives guidelines as to which critical, central activities and
processes one should attempt to influence or, on rare occasions, attempt to
control. It encourages a general manager to view every event and question
from multiple time dimensions.

Chester Barnard said that the highest managerial traits are essentially
intuitive, “being so complex and so rapid, often approaching the instanta-
neous, that they could not be analyzed by the person within whose brain
they take place.” If Barnard is correct, and we think that he is, how do those
of us interested in management education strive to contribute to the
development of future general managers? We do this first by disciplined
classroom drill with the concept of strategy. Drill in the formal and analytic
sense—what is the current strategy of the firm? What are its strengths and
weaknesses? Where, in the firm’s perceived industry, are profit and service
opportunities? And how can those corporate capacities and industry oppor-
tunities be effectively related? We then ask, What new capabilities must be
created? How can the work environment be transformed so that organization
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members will perceive the need to acquire them? Which individuals must
be engaged in the process so that it succeeds? And what sequencing of
strategic, organizational, and interpersonal action will effect intended
change? This framework of questions helps to give order to the familiar
chaos of complex organizations. It provides the manager with a map relating
past, present, and future, industry and company—specific decisions to wider
objectives.

Moreover, this analytic classroom process focuses attention on a key
administrative skill-the process of selecting and ordering data so that
management asks the critical questions appropriate to a particular situation.
Here the choice of abstraction level is key, for the question has to be stated
in a way that avoids the specific that has no meaning and the general that
has no content.

We seek also, via the classroom case discussion process, to educate in the
nonlogical—that mixture of feeling and sentiment, comment and commit-
ment, certainty and uncertainty—that goes into every decision and judg-
ment. Such directed group discussions force attention to the human dimen-
sions through which the analytic framework is filtered in real life. It serves
further to emphasize the ongoing or process nature of the general manager’s
world.

It is a combination of these two forces—the analytic framework of strategic
planning and the process framework emphasizing human interaction, the
complexities of persons, and the difficulty of communication and persua-
sion—that make up our educational fare.

The need is great for professionally trained generalists—those men and
women who make our organized society’s critical decisions. We continue
to believe that this challenge will be met, at least in part, by all of us who
work in the general management area, both in academic and practical
pursuits, throughout this country and the world. And we hope this book
will be of some help in meeting that challenge.

Joseph L. Bower
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The General
Management Perspective
and Business Policy

This book is about the work of general managers, those executives with
responsibilities for running an entire business as opposed to a function
like finance or a process like human resource management. There are
general managers in all kinds of organizations, nonprofit as well as
profit-making, but the cases in this book describe the problems of business
managers.

Some general managers run companies and others run subsidiaries or
profit centers. Much is similar in the general management work of these
different kinds of managers, and this book is concerned with both of them.
But it is also true that some general managers are responsible for their
entire company, and we are particularly concerned in this book with this
critical work of corporate leadership. We will usually speak of this top
role as “chief executive officer” or, less formally, as “the president.”

There is something special about this role. Harry Truman captured a
great deal of it when he said, “The buck stops here.” The chief executive
is responsible for the results of the corporation’s behavior, the earnings,
the balance sheet, the quality of the products and services, the safety of
plant facilities, the citizenship of the company in the towns and countries
where it operates—everything. In large companies, chief executives go to
sleep each night knowing that the next day’s headlines may include some
terrible gaffe or even crime committed by an employee. And when
something goes wrong, the chief executive is supposed to be able to
explain the problem knowledgeably whether it is surprisingly low earn-
ings, the result of a change in some government’s policy, or an environ-
mental disaster.
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At the same time, customers look to the chief executive as the ultimate
salesperson for the company. Where customers are large relative to total
sales, selling is actually something the president does. But in all compa-
nies, the president is the person to whom the markets look as the chief
spokesperson. The smiling face of Sam Walton represented Wal-Mart, and
his presence in his stores reflected his conclusion that the customers were
right. Especially in the United States with its strong populist tradition,
anonymous is a negative description when applied to a chief executive.

Equally important to the work of the president, the people of the
organization look to him or her for personal leadership. The chief ex-
ecutive operates on a stage with bright lights on most of the time. All
actions and words are interpreted for meaning, and inconsistencies are
duly noted. What is the president saying, and does he “walk the way he
talks”? The values of the organization, its standards of performance, and
generally the way people are treated inevitably reflect the way the
president behaves.

Sometimes, the comprehensiveness of these responsibilities is experi-
enced as a real burden by company leaders. Especially if they were
entrepreneur founders of their organizations, they sometimes yearn for
the “freedom” they experienced in their companies’ formative years.
(Usually this means they have forgotten their dismay with the behavior of
their financiers!) How well they deal with these almost unlimited
responsibilities depends on their personality and their physical condi-
tion. An important characteristic of chief executives is simply their
stamina. John Harvey-Jones, famous as the chief executive who turned
around the U.K. chemical giant ICI, has remarked that physical and
intellectual toughness are key attributes of business leaders.’

BUSINESS POLICY AS A FIELD OF STUDY

Many business management students aspire to the role described
above. Many others see top management as their ultimate client for
consulting or banking services, or their employer. For all, understanding
the role of the general manager and the skills required in the job is central
to understanding the nature of a business and how it is managed. As a
field of business administration, business policy “is the study of the
functions and responsibilities of senior management, the crucial problems
that affect the success of the total enterprise, and the decisions that

* John Harvey-Jones, Making It Happen: Reflections on Leadership (London: Collins,
1988).
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determine the direction of the organization, shape its future, and, when
well implemented, secure its achievement.*’

Today, the subject of business policy is taught under a wide range of
names. At many schools the title ““Strategic Management’’ is used to
reflect the body of research that has been carried out in the last 15 years
in that field. Elsewhere, the problems of economic strategy are separated
from those of leadership. The research and literature that provide the
foundation for this book, as well as its previous editions, find the core
problems of general management in the indivisibility of the twin tasks of
shaping the purpose of the organization and managing the processes by
which the organization operates. Except for narrow pedagogical purposes,
it is not even right to separate from the study of the work of general
management the vital contribution the president can make by leveraging
the day-to-day performance of the organization.

It is precisely to emphasize the importance of process and action in the
functions and responsibilities of senior management that we have shifted
emphasis in this edition from the more analytic “business policy,” with
its emphasis on the core concept of corporate strategy, to the more
dynamic “general management,” with its balanced view of purpose and
process interacting.

A CONCEPT OF “GENERAL MANAGEMENT”

Even the brief review that we have made of general management
responsibilities reveals the comprehensiveness and complexity of the job
of chief executive. In order to make sense of the job and to study its
functions, it is useful to consider it in terms of three roles, strategist,
organization builder, and doer. These three roles encompass the tasks of

= crafting the strategy of the organization and communicating it to the
organization.

» managing the resource allocation process so that it reflects the strategy.

» managing the selection, training, and progress of the people organiza-
tion and building a positive work environment, designing the structure
and systems that provide context for the operations—both so that
capabilities increase in areas that permit moving toward strategic
objectives.

» intervening personally where necessary to drive forward and raise the
quality of day-to-day performance.

? Joseph L Bower et al., Business Policy: Text and Cases, 7th edition (Homewoad, IL:
Irwin, 1991), p.2.



