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Beface

THis Fourth Edition of Business Policy: Text and Cases provides edu-
cational concepts, text, and cases for a course in business policy.
Building on previous editions, the authors have incorporated a number
of changes in both text and case material; we hope these modifications
of our basic format will increase the usefulness of this edition to all.

We are in debt to those individuals—both practicing business people
and academic instructors and students who have taken the time and
effort to send us suggestions for improvement. Their continuing interest
has helped us develop a policy course which can be taught effectively at
the undergraduate, graduate, and executive seminar levels.

The basic administrative processes and problems with which business
policy is concerned have been part of organizational life for centuries;
the history of business policy as an academic field dates back less than
seven decades.

This volume builds on substantial contributions made by former
policy colleagues; it carries their efforts further along the way to greater
understanding and applicability. The specific core idea—the concept of
corporate strategy and the organizational plan used in this book—began
to be developed in the early 1960s under the leadership of Kenneth R.
Andrews, C. Roland Christensen, and Professor Emeritus Edmund P.
Learned. Maintaining traditional course interests in a generalist-senior
management orientation and in the administrative and organizational
problem of the enterprise as a totality, the course concentrates on the
determination of corporate strategy (Book One) and the implementation
of strategy (Book Two).

Despite its incompleteness, the concept of corporate strategy provides
both academic and practical usefulness. As coauthor Andrews has
stated:

This concept is far from complete. But its early development shows
this framework allows all other fields to be brought to bear upon the
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highest function of the general manager—supervision of the continuous
process of determining the nature of the enterprise and setting, revising,
and attempting to achieve its goals. So far the development of organiza-
tional behavior fits well into the framework of implementation. The
sophisticated developments in quantitative analysis are not yet readily
available to policy problems, but if all goes well, this will come.

The idea of corporate strategy constitutes a simple practitioner’s
theory, a kind of Everyman’s conceptual scheme. It is nonetheless
capable of including the most extensive combination of interrelated
variables involved in the most important of all business decisions. It
is a definition of the manager’s central function, whether he is a staff
specialist contributing in depth and detail to the identification of
alternatives and to the predicted return on investment for each of these
alternatives, or the senior executive who must finally make or complete
the decision.?

In summarizing the relationship of strategy to the education of

general managers, coauthor Christensen has noted:

The uniqueness of a good general manager lies in his ability to lead
effectively organizations whose complexities he can never fully under-
stand, where his capacity to control directly the human and physical
forces comprising that organization are severely limited, and where he

-must make or review and assume ultimate responsibility for present

decisions which commit concretely major resources for a fluid and
unknown future.

These circumstances—lack of knowledge, lack of an ability to con-
trol 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 the manager reasonably
clear indications of what he should try to know and understand in
order to direct his organization’s efforts. It counsels him on what to
decide, what to review, and what to ignore. It gives him guidelines as to
what critical, central activities and processes to attempt to influence—
or in rare occasions-—to attempt to control. It encourages him to view
every event and question from multiple time dimensions.

Chester Barnard said that the highest managerial traits are essen-
tially intuitive “being so complex and so rapid, often approaching the
instantaneous, that they could not be analyzed by the person within
whose brain they take place.” If Barnard is correct, and I 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—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 jindustry opportunities be effectively related?
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, and specific decisions
to wider corporate strategy.

1Kenneth R. Andrews, “The Progress of Professional Education,” in Olga Craven,.

Alden L. Todd, Jesse H. Ziegler, eds. Theological Education as Professional Educa-
tion (Dayton, Ohio: The Association of Theological Schools, 1969),
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Moreover, this analytic classroom process focuses attention on a key
administration 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 group discussion process, to educate
in the nonlogical—that mixture of feelings and sentiment, comment
and commitment, certainty and uncertainty—which goes into every
decision and judgment. Such directed group discussions force attention
to the human dimensions 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 communi-
cation and persuasion that make up our business policy educational
fare. It is the discipline of practicing these two processes via a case
discussion countless times, that helps us to contribute to education for
the future generalist.?

The business policy subject area continues to evolve and develop. The
need for professionally trained generalists—the men who make our
organized society’s critical decisions—is great; our present efforts are
limited. Sir Eric Ashby has put the challenge well:

But the world needs generalists as well as specialists. Indeed you
have only to read your newspaper to know that the big decisions on
which the fate of nations depends are in the hands of generalists. I do
not think that universities, American or British, are satisfied with the
education they give to the man who is to become a generalist. Some
believe he should have a rigorously specialist training in some field
which he then abandons for life. Others believe he should have a
synoptic acquaintance with the ways of thinking of humanists, social
scientists, and natural scientists. And I suppose there are still a few
antique persons who cling to the view that generalists need no higher
education at all. We can with some confidence prescribe the minutiae
of curriculum for doctors, physicists, and lawyers. The unpalatable fact
is that we have no such confidence in prescribing curricula for men
who will become presidents of industries, newspaper editors, senior
civil servants, or Congressmen.?

We believe that the challenge will be met, at least in part, by all of
us who work in the policy 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.

December 1977 C. ROLAND CHRISTENSEN
KeENNETH R. ANDREWS
JosErPH L. BowEr
2C. Roland Christensen, “Education for the General Manager,” unpublished
Working Paper, Harvard Business School,

3 8ir Eric Ashby, Master, Clare College, Cambridge, “Centennial Convocation
Address,” delivered at the 100th anniversary of the granting of the charter to
Cornell University, October 9, 1964,
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I ntroduction

BUSINESS POLICY AS A FIELD OF STUDY

THIS BOOK is an instrument for the study of Business Policy. As a field
in business administration, Policy is the study of the functions and re-
sponsibilities of senior management, the crucial problems that affect
success in the total enterprise, and the decisions that determine the
direction of the organization and shape its future. The problems of
policy in business, like thosé of policy in public affairs, have to do with
the choice of purposes, the molding of organizational identity and char-
acter, the continuous definition of what needs to be done, and the
mobilization of resources for the attainment of goals in the face of
competition or adverse circumstance.

The presidential point of view

In Business Policy, the problems considered and the point of view
assumed in analyzing and dealing with them are those of the chief
executive or general manager, whose primary responsibility is the
enterprise as a whole. But while the study of Business Policy (under
whatever name it may be called) is considered the capstone of profes-
sional business education, its usefulness goes far beyond the direct
preparation of future general managers ‘and chief executives for the
responsibilities of office. In an age of increasing complexity and ad-
vancing specialization, and in companies where no person knows how
to do what every other person does, it becomes important that the
functional specialists—controller, computer scientist, financial analyst,
market researcher, purchasing agent—acquire a unique nontechnical
capacity. This essential qualification is the ability to recognize corporate
purpose, to recommend its clarification, development, or change and to
shape their own contributions, not by the canons of specializations, but
by their perception of what a cost-effective purposeful organization re-

3



4 Business policy: Text and cases

quires of them. The special needs of individuals and the technical
requirements of specialized groups and disciplines inevitably exhibit
expensive points of view that ultimately come into conflict with one
another and with the central purposes of the organization they serve.
The specialists who are able to exercise control over this tendency in
organizations and to keep their loyalty to the conventions of their own
specialty subordinate to the needs of their company become free to
make creative contributions to its progress and growth. To be thus
effective in their organization, they must have a sense of its mission, of
its character, and of its importance. If they do not know the purposes
they serve, they can hardly serve them well. Most users of this book
will neither be nor become corporate chief executive officers. But
virtually all can benefit from the detachment implicit in the impartial,
functionally unbiased, results-oriented attitude we will call the presi-
dential point of view.

Relevance of Policy to all organization members

The purposes of organized effort in business as elsewhere are usually
somewhat unclear, apparently contradictory, and constantly changing.
Except in abstract language they cannot be communicated once and for
all to the variety of persons whose effort and commitment are demanded.
It is not enough, therefore, for senior executives to issue statements of
policy and for junior managers to salute and go about their business.
In each subunit of an organization and in each individual, corporate
purpose must become meaningful in ways that announcement cannot
‘accomplish. It must be brought into balance with individual and depart-
mental needs, satisfactions, and noneconomic aspirations. But if corpo-
rate purpose is to be reconciled with (rather than subordinated to) in-
dividual and departmental purposes, then there must be widespread
knowledge of the considerations on which corporate policy is based and
understanding of the risks by which it is threatened. In addition, the
adaptation of corporate purpose to changing circumstances, to tactical
countermoves by competitors, or to newly identified opportunities, is
assisted if there can be informed participation in policy thinking by sub-
ordinate managers from different ranks and groups. This advantage,
however, can be realized only if these subordinates are capable of look-
ing beyond the narrow limits of their own professionalization. Thus the
study of Policy is not as remote from the immediate concern of appren-
tice managers or students of business as it first appears. In fact when-
ever people are challenged——in business or out—by the problem of
establishing goals for themselves that will shape productive and satisfy-
ing lives, they will find the study of the process of determining institu-
tional purpose of central relevance. It is helpful to personal as well as to
corporate decision. It permits discovery of the individual’s own powers
and the purposes to which they might well be devoted.

The study of Business Policy provides therefore a direct if distant
preparation for performance as a general manager and a less direct but
more immediate broadening of the perspective of the technician. In
addition, it may be viewed as resulting in certain knowledge, attitudes,
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and skills. Some of these are unique to Policy studies. Others may have
germinated in other activities in learning. But the latter are brought to
fruition by examination of the most fundamental issues and problems
that confront the professional manager in the course of a business ca-
reer, It may prove useful to characterize briefly the expected outcomes.

OBJECTIVES IN KNOWLEDGE

The choice of objectives and the formulation of policy to guide action
in the attainment of objectives depend upon many variables unique to a
given organization and situation. It is not possible to make useful gen-
eralizations about the nature of these variables or to classify their pos-
sible combinations in all situations. Knowledge of what, in general,
Policy is and should be is incomplete and inconclusive. The knowledge
to be gained from Policy studies is therefore primarily a familiarity with
an approach to the policy problems of business and public affairs which
makes it possible, in conjunction with attitudes and skills to be discussed
later, to combine these variables into a pattern valid for one organiza-
tion. This pattern may then be examined against accepted criteria and
tested for its quality. Policy must first be a study of situations.

Knowledge of concepts

The basic concept that students of Policy will in time come to under-
stand is the concept of strategy, since the design and implementation of
strategy provide the intellectual substance of this study. What is meant
by strategy and, more important, how this concept may be usefully em-
ployed in the choice and accomplishment of purpose is the subject of the
rest of this book. Strategy will be the idea unifying the discussions in
which students will engage. These discussions will involve cerebral
activities more important than simply acquiring information.

Knowledge of situations

An abundance of information about business practice is, nonetheless,
a by-product of the study of Business Policy and other cases. In their
deliberately planned variety, the cases in this book encompass many in-
dustries, companies, and business situations. Although the information
contained in these cases is provided mainly to permit consideration of
policy issues, the importance of this incidental knowledge should not be
underestimated. Breadth of exposure to the conventions, points of view,
and practices of many industries is inoculation against the assumption
that all industries are basically the same or that all men and women in
business share the same values and beliefs. Thus consideration of the
policy problems of a number of different industries guards against dis-
traction by the particular in seeking out the nature of the universal.

For this reason it is hoped that students—although they may be, or
plan to be, engineers in a utility or vice presidents of a railroad—will not
resent learning about the economics of the cement industry of England
or the racial problems of South Africa. Knowledge of the environment
and problems of other industries and companies is something that stu-



