| PEARSON
e

SE-$i1

Strategic Management: Concepts and Cases

(%) BEHEME - R, B4k (FredR. David) #

FAERZFH R




PEARSON

EHEMBARDLDIBE®R®E TR K H

A W 4 B e
a | Twelfth Edition

Strategic Management Concepts and Cases

(£) BEM - R. 84 (FredR. David) #

SALEREE Rt

It =



T HENEEERESERIZE EF: 01-2010-5506

Original edition, entitltd STRATEGIC MANAGEMENT: CONCEPTS AND CASES, Twelfth edition,

978-0-13-601570-3 by FRED R. DAVID, published by Pearson Education, Inc., publishing as Prentice Hall, copyright ©
2009.

All Rights Reserved. No part of this book may be reproduced or transmitted in any form or by any means, electronic or

mechanical, including photocopying, recording or by any information storage retrieval system, without permission from
Pearson Education, Inc.

China edition published by PEARSON EDUCATION ASIA LTD., and TSINGHUA UNIVERSITY PRESS Copyright
©2010.

This edition is manufactured in the People’s Republic of China, and is authorized for sale only in the People’s Republic of
China excluding Hong Kong, Macao and Taiwan.

For sale and distribution in the People’s Republic of China exclusively (except Taiwan, Hong Kong
SAR and Macao SAR).

RFHEARKFMEREAN (FEFEFEEFE. RIMFITBEXMNPELSHE) §E£1T.

A ENLE Pearson Education (3E4 8 HARER) B ARE, THRZETSHE.
FRALER A, RIW5R. 2R HEIE: 010-62782989 13701121933

EHEMR®SE (CIP) iR

MBS E . S SR F 12k FEIL/ () W4 (David, F.R.) 3. -Jb5l: #HEHEKFEHMREE, 2010.10
(FEYE MBA 1% R FE S SCRR )
ISBN 978-7-302-23477-7

[. Ol 1. OFie- 1L OMEH—FEX V. QF270
o [ i A B 508 CIP $dii% 7 (2010)58 155271 5

RiT4RiE: R

FAEEN®]: EF53

HAERIT: HHERF R M db. JEREEHERFEEBRE A B
http:/ /www.tup.com.cn R 4%: 100084
it = #l: 010-62770175 B Wl: 010-62786544

BRE5IEERS: 010-62776969, c-service@tup.tsinghua.edu.cn

R 8 & fi%&: 010-62772015, zhiliang@tup.tsinghua.edu.cn

THHERZENRI

=TT TORENF FRA A

EEFHEHE

203 X260 EN3k: 44

2010 4F 10 A% 1 ik ED OR: 2010 4 10 A% 1 KEDRI
1~5000

69.00 JT

=g

T ER 05 P Ok Ok ik

fl D& HRE S
purt)

-4
g
-l
dan

: 038558-01



h?ﬁﬁ&%?ﬂ%mﬁﬁﬁﬁ.ﬁ@@ﬂfkﬁ%?ﬁ\ﬁﬁﬂﬁﬁaﬁﬁﬁ
Eﬁ&%ﬂgﬁﬁﬁﬁmm%ﬂﬁﬁﬁﬁ.%@K#ﬁﬁ&%@%gﬁﬁﬁﬁﬂéﬁ
%m&m—%ﬂﬁimﬁﬁgﬁﬁﬁmgﬁoﬁﬂ%ﬁ%%gﬁ.EIL%B@W%
W.E@%Rﬁﬂﬂ.#&Fi%%%WﬁﬁM.%K%ﬁ%ﬁ%ﬁ¢ﬁﬁ&@%%
éﬁZﬁoEKﬁm&Wﬁﬁ¢.ﬁﬂﬁﬂ?%@ﬁ#?ﬁﬂ%ﬁmiﬁ\ﬁ%ﬂﬁ
B, HEHRTEE!

$?EW%%%@?%M%\&%ﬂﬁ%%ﬁ%%ﬁEKELW%¢%ﬁmﬁ;ﬂ
B KRS E R R DR UD LS,

ﬁﬂ%%ﬁﬁ%w%%&ﬁﬂﬁ@%ﬁﬂ?%ﬁ%&ﬁﬁﬁ%.Wﬁ@%ﬁ%ﬁ
TP ETRH.

M@FK&%%&M%&?%%%%WE&;ﬁﬁ@ﬂﬁﬁ%%?MAi@ﬁm
EFEERIINEIMERB.

BRI
2010. 8




HEZR, PESHRANLRENETEENMAGRE BIMB R RNS S
*%%Yﬁﬁ,u&&%%%%%%%%&o%m%%ﬁ%ﬁWEﬁM,E%EE%
wwm%‘éﬁ‘K%%E@%Eﬁéﬁ,%ﬁﬁEMﬁ£m¢E%—4EMHMW
TE, tEIEE—NBENFMLHER.

ﬂ%Jﬁ%E@Eﬂ%EE%EE#E%é%%%ﬁ%%%@b&EFW&%J@
EﬁmﬁﬁaMEWZE.b?%%$§$%%ﬁ%i—@%%%§ﬂﬂ%@ﬁ\E
%ﬂ%&%%%%ﬁ.E?@%%%ﬁ%ﬁﬂ%“@ﬁﬂ%ﬁ%ﬁ%\ﬁ%E%g%
%M”%Eﬁﬁ,ﬁ@mﬂgmm%ii‘MW\EWM&HW—%EiﬂmE%K
§%%%§E$%ﬂﬁ%%iﬁﬂ%ﬁ?&%@@%%ﬁ%%ou%%ﬁﬁ%%%@
#%ﬁ%,mmﬁ.?%MEéﬁ%ﬁH,#Fmﬁ¥ﬁ7%—ﬂﬁw,%m$4ﬁ
R%ﬁ?%iﬂ%&oﬁﬁm@%ﬁ%@%?ﬁﬁtﬁxw—gﬁﬂﬁaﬂ¢Eﬂ§
m%ﬁﬂwﬁ%%%A,H%@ZK‘%WZE.Eﬁ?ﬁﬁtﬁ@—%ﬁﬁ%oﬁ
ﬁﬁ%%ﬂ‘gﬁ%‘iﬁwwgﬁﬂéﬁ%éﬁ$,ﬂ%ﬂ?i%ﬂ%%ﬁﬁﬂ%
KISEIZN, MRARZIBRN TSI OHE . iFEe DR EED, &
mmﬁﬁﬂélﬁﬁﬂﬁﬁﬁﬁﬁﬂﬁ.EME@%W%@&ﬁ@ﬁEEEE%ﬁ%
LH, B EMBRINCREEREFRENBEE RS ECE,

ﬁﬂgﬁﬂémﬁﬁ.W%%E‘%Hﬁiﬁﬁﬂxﬁ%.Mﬁ@ﬂﬁﬁm,ﬁ
ﬁE%—ﬁ%K&%%X%EOE%%%Eﬁﬁ&%@ﬁ?%%%ﬁ?ﬁ%ﬁ+@i
NATREIBUS PIBHEVEME: “BIREPERENMSE Y, BB AHERMIHEF
%—&ﬂ@,%ﬁﬁﬁﬁﬂ%.ﬁR?ﬁ¢EﬁM¥%%&%%EAZO%¢K¥%
%EE?%W?M?@§‘ﬁﬁﬁﬁi*@%ﬁ%%ﬁ%ﬁ#ﬁmﬂﬁm§‘E%ﬂ
?E,%S$E%E%.ﬂ&ﬁﬁ%—ﬁ%éﬁﬁ%ﬂmeﬁﬁﬁ—ﬁ%~¢§
%EM.%%E@ﬁ%ﬂ%&%ﬁwmmﬂEEMEﬁﬁﬂﬁoﬁ%%,ﬁ$&®h
RBRSSHURRADEENES TR, REBRDESHRNESHRNE. ma
E%¢EE%§EAZ§%E%%?.MEE%%W.$H¢EEMWE%&%%§
O BEMIRTRIXBFHTREN, HENSNETISFRSE — Xskskgiml
K REBRSARGESNF. SENEIBHNNANEE. BEIX—BR, B
K#&%@E?%EEK%%&%@&#@&&,E%ﬁ%*&%—ﬂ%%ﬁﬂ%@




VI

ViR, MEZERS IR WIRES M,

REHZZIN, RANRCHABRREEE. RO TRESENETKRHLRIE
EREN, IAMNBRABUNEWIDCNERFER, MEARNSISERLSNOERILH.

BINRE, MERMS, FINEGEEICENTRLRRANBBSTBICHT, NBT R
¥ER, ABERRE. FIBRTORAR SEBETEERR. ERDRERTRENINTT
REETD, BREIMNEKTFORELURENERARRE, IERANTURLEIFENHARNKFE
FRIRMISALEVALIR, BN RITURFREZBBNERRIE. MUTILE—EIMNEER, BX
RESTERBIHREINREENRE R, SINERENREENRBF0YIGN, LEHREW
SMBHIFIREENER . WR—PARETREMEWINEED, MERSEINZARSSSEM
KEBHUAIAZHXFEE—FONEG, MMEELFPRBECHNERLEN. Blt, RINAN, &
—EINBEMENRE, FLZEH—TEIRINIRR, RBENFHER, M—EaEITXEX, 3
A MR E R RN 5.

ESBAERNENEN, RINBEEEREENRERREENNTFELBRBERAREN
BELANZIES. BAN, RARKBEREAMNEERENREISAES, KT RE
MR, RS RACHERE, SORTSUUAE, BRRT SBRE. NS, NTFEHSER
B, DENFEY, —EBNEXLRBE. DEMEE. KOt E, X, 58— B8R
IE “E3EMmIBRR"

BlE, EEREWRAOENRERREET— T HBNEEIS. —RIMRBOMUN+=7T, 20
L£B%ET, —MRBREEBDNHN. BELREFSESRONR, BRIEDRTWES —f#Hh
BIBIELAREIS, BISNIREIR, EMBIIFSERRXBBEF. XE—FK, REGLURY
BABMAR. BEAZERAXLEFEEXSB-EMRRRITBNETET. BE197F, &
ERZPEREBNAR, EENRFHE—HMMFTELEGREN, MEEKX, EEUFOBE
FERSIENWRR, BEEAEEZITZmRD.

NI EESBFERZFEFEEFRENIIIRRARBE, BT O2EE 6 MBA X mBeiRA0
EZNEFEEFEOBIDZERMES M LR, BEAZHREBRESHEHSHRES
AR SENRNRREEDBZERN D, BN XKIBRAL. SFEREPEZRIRHIKR
B RULH REVEFNEN

NEBRENEEHEBUAHSIFHURNZBIOXLTRRE. B#BH: RHEREN
EFRIENTRANAHBERXNBOERDZES. RBEMEEXRNEEENNNEE

TEEPX.
My zm

BHEAPEFEESM



Preface

The business world today is considerably different and more complex than it was just two
years ago when the previous edition of this text was published. Today, we experience pri-
vate-equity firms acquiring hundreds of companies, rising consumer and business concern
about global warming and pollution, high oil and gasoline prices, extensive outsourcing, a
migration of work to China and India, more attention on business ethics, ballooning federal
budget deficits, continued globalization, consolidation within industries, a European
Union in dispute over its constitution, and intense rivalry in almost all industries. E-com-
merce continues to alter the nature of business to its core.

Thousands of strategic alliances and partnerships, even among competitors, formed in
recent years. Hundreds of companies have declared bankruptcy and corporate scandals
have highlighted the need for improved business ethics and corporate disclosure of finan-
cial transactions. Downsizing, rightsizing, reengineering, and countless divestitures, acqui-
sitions, and liquidations have permanently altered the corporate landscape in the last two
years. Thousands of firms have begun global operations and thousands more have merged.
Thousands have prospered and yet thousands more have failed in the last two years. Many
manufacturers have become e-commerce suppliers and long-held competitive advantages
have eroded as new ones have formed.

Both the challenges and opportunities facing organizations of all sizes today are
greater than ever. Illegal immigration across the U.S—-Mexico border has reached emer-
gency levels. There is less room than ever for error today in the formulation and implemen-
tation of a strategic plan. This textbook provides a systematic effective approach for
developing a clear strategic plan.

Changes made in this twelfth edition are aimed squarely at illustrating the effect of
this new world order on strategic-management theory and practice. Due to the magnitude
of the changes affecting companies, cultures, and countries, every page of this edition has
been updated. The first edition of this text was published in 1986 and since that time it has
grown to be one of, if not the most widely read strategic management books in the world.
This text now is published in nine languages other than English. All 31 of the case compa-
nies in this twelfth edition are brand new, having not appeared in the prior edition.

This twelfth edition provides updated coverage of strategic-management concepts,
theory, research, and techniques in the chapters. Every sentence and paragraph has been
scrutinized, modified, clarified, deleted, streamlined, updated, and improved to enhance
the content and caliber of presentation. The structure of this edition parallels the last, with
nine chapters and a Cohesion Case, but the improvements in readability and coverage are
dramatic. Every chapter features strategic-management concepts and practices presented
in a clear, focused, and relevant manner with hundreds of new examples integrated
throughout.

The skills-oriented, practitioner perspective that historically has been the foundation
of this text is enhanced and strengthened in this edition. New and expanded coverage of
strategic-management theories and research herein reflect companies’ use of concepts
such as value chain analysis (VCA), Balanced Scorecard, resource-based view (RBV),
benchmarking, restructuring, and outsourcing. To survive and prosper in the new millen-
nium, organizations must build and sustain competitive advantage. This text is now trusted
around the world to provide future and present managers the latest skills and concepts
needed to effectively formulate and efficiently implement a strategic plan—a game plan if
you will—that can lead to sustainable competitive advantage for any type of business.

Our mission in preparing the twelfth edition of Strategic Managemen: Concepts and
Cases was “to create the most current, well-written strategic management textbook on the
market—a book that is exciting and valuable to both students and professors.” Based on
comments from 49 reviewers of the prior edition, new strategic-management research and
practice, such as the Industrial Organizational (I/O) Model, Market Commonality, Value
Chain Analysis, Balanced Scorecard, and First Mover Advantages, are incorporated and



supported by hundreds of new practical examples. There is a brand-new Cohesion Case on
Walt Disney—2008 which replaces the prior Google case. Nearly all of the twelfth edition
Experiential Exercises have been revamped, replaced, or improved.

The time basis for all cases included in this edition is 2007 since year-end 2006 or
2007 financial statements are provided in all of the cases. This case lineup represents the
most up-to-date compilation of cases ever assembled in a strategic management text. There
are more cases on technology companies this time, more nonprofit companies, and more
global companies. The cases are paired up within industries. The 31 cases in this edition
represent a totally fresh beginning for this text and all the cases focus on well-known,
student-exciting companies and organizations.

The 49 reviewers (on pp. xxii—xxiii) and I believe you will find this edition to be the
best strategic management textbook available for communicating both the excitement and
value of strategic management. Concise and exceptionally well organized, this text is now
published in English, Chinese, Spanish, Thai, German, Japanese, Farsi, Indonesian, Indian,
and Arabic. A version in Russian is being negotiated. On five continents, this text is widely
used in colleges and universities at both the graduate and undergraduate levels. In addition,
thousands of companies, organizations, and governmental bodies use this text as a manage-
ment guide, making it perhaps the most widely used strategic planning book in the world.

This textbook meets all AACSB-International guidelines for the business policy and
strategic-management course at both the graduate and undergraduate levels, and previous
editions have been used at more than 500 colleges and universities. Prentice Hall maintains
a separate Web site for this text at www.prenhall.com/david. The author maintains the
Strategic Management Club Online at www.strategyclub.com, which offers many benefits
for strategic-management and business policy students.

Chapter Themes

As listed below, two themes permeate all chapters in this edition and contribute signifi-
cantly to making it timely, informative, exciting, and valuable. Boxed insert “Perspectives”
in each chapter link concepts being presented to each theme. Nearly all of the boxed inserts
are new to this edition.

1. Global Factors Affect Virtually All Strategic Decisions The global theme is
enhanced in this edition because doing business globally has become a necessity,
rather than a luxury in most industries. Nearly all strategic decisions today are
affected by global issues and concerns. There is new global coverage in each chapter
consistent with the growing interdependence among countries and companies world-
wide. The dynamics of political, economic, and cultural differences across countries
directly affect strategic-management decisions. Doing business globally is more risky
and complex than ever. The global theme illustrates how organizations today can
effectively do business in an interlocked and interdependent world community.

2. Preserving the Natural Environment Is a Vital Strategic Issue Unique to strate-
gic-management texts, the natural environment theme is strengthened in this edition in
order to promote and encourage firms to conduct operations in an environmentally
sound manner. This theme now includes social responsibility, sustainability, and busi-
ness ethics issues. Countries worldwide have enacted laws to curtail the pollution of
streams, rivers, the air, land, and sea. Global warming is now undeniable, and even oil
companies are supporting emission restrictions as consumers are demanding responsi-
ble action from companies and politicians. Thousands of companies are “going
green.” The strategic efforts of both companies and countries to preserve the natural
environment are described herein. More and more businesses are issuing
Sustainability Reports to detail their efforts to curb global warming and operate in an
environmentally-friendly manner. Respect for the natural environment has become an
important concern for consumers, companies, society, and AACSB-International.

PREFACE
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Twelfth Edition Design Features

There are some nice design features in this edition. For the first time ever, four photos in
vivid color are present in each chapter and are tied directly to (1) chapter opening, (2) global
perspective, (3) natural environment perspective, and (4) Walt Disney end-of-chapter expe-
riential exercises. These four photos per chapter make the twelfth edition much more visu-
ally appealing. In the prior edition, only chapter opening photos were present.

At the start of each chapter, the section of the comprehensive strategy model covered
in that chapter is highlighted and enlarged so students can see the focus of each chapter
in the basic unifying comprehensive model.

A new Case Information Matrix and Case Description Matrix are provided in the
Preface to reveal (1) topical areas emphasized in each case and (2) contact and location
information for each case company. These matrices provide suggestions on how the cases
deal with the two themes and the nine chapters. For example, the Case Information Matrix
provides details regarding which cases can be used to highlight mission/vision and which
ones are best for strategy implementation.

Time-Tested Features

This edition continues to offer many special time-tested features and content that have
made this text so successful for nearly twenty years. Historical trademarks of this text that
are strengthened in this edition include:

Chapters: Time-Tested Features

* This text meets AACSB-International guidelines which support a practitioner orien-
tation rather than a theory/research approach. It offers a skills-oriented approach to
developing a vision and mission statement; performing an external audit; conducting
an internal assessment; and formulating, implementing, and evaluating strategies.

* The global and natural environment themes permeate all chapters and examine strate-
gic-management concepts in these important perspectives.

* The author’s writing style is concise, conversational, interesting, logical, lively, and
supported by numerous current examples throughout.

* A simple, integrative strategic-management model appears in all chapters. This model
is widely utilized for strategic planning among consultants and companies worldwide.
One reviewer said: “One thing I have admired about David’s text is that he follows
the fundamental sequence of strategy formulation, implementation, and evaluation.
There is a basic flow from mission /purposes to internal /external environmental
scanning to strategy development, selection, implementation, and evaluation. This has
been, and continues to be, a hallmark of the David text. Many other strategy texts are
more disjointed in their presentation, and thus confusing to the student, especially at
the undergraduate level.”

¢ A Cohesion Case follows Chapter 1 and is revisited at the end of each chapter. This
Cohesion Case allows students to apply strategic-management concepts and tech-
niques to a real organization as chapter material is covered, which readies students
for case analysis in the course.

* End-of-chapter Experiential Exercises effectively apply concepts and techniques in a
challenging, meaningful, and enjoyable manner. Eighteen exercises apply text mater-
ial to the Cohesion Case; ten apply textual material to a college or university; another
ten exercises send students into the business world to explore important strategy top-
ics. The exercises are relevant, interesting, and contemporary.

* There is excellent pedagogy in this text, including Notable Quotes and Objectives to
open each chapter, and Key Terms, Current Readings, Discussion Questions, and
Experiential Exercises to close each chapter.
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* There is excellent coverage of strategy formulation issues such as business ethics,
global versus domestic operations, vision/mission, matrix analysis, partnering, joint
venturing, competitive analysis, governance, and guidelines for conducting an inter-
nal/external strategy assessment.

* There is excellent coverage of strategy implementation issues such as corporate cul-
ture, organizational structure, outsourcing, marketing concepts, financial analysis,
and business ethics.

* A systematic, analytical approach is presented in Chapter 6, including matrices such
as the SWOT, BCG, IE, GRAND, SPACE, and QSPM.

* The chapter material is again published in four-color.

* “Visit the Net” Internet exercises are available online at www.prenhall.com/david or
at the www.strategyclub.com Web site and in the page margins of the text. This fea-
ture reveals the author’s recommended Web sites for locating additional information
on the concepts being presented, and greatly enhances classroom presentation in an
Internet environment since the recommended sites have been screened closely to
assure that each is well worth visiting in class. This feature also provides students
with substantial additional material on chapter concepts.

* The Web site, www.prenhall.com/david, provides chapter and case updates and sup-
port materials.

* The nine chapters are organized in the same manner as the previous edition.

* A chapters-only paperback version of the text is available.

* Custom-case publishing is available whereby an instructor can combine chapters
from this text with cases from a variety of sources, or select any number of cases you
desire from the 31 cases in the full text.

* For the chapter material, the outstanding ancillary package includes a comprehensive
Instructor’s Manual, computerized test bank, and PowerPoints.

Cases: Time-Tested Features

* This edition contains the most current set of cases in any strategic-management text on
the market. All cases include year-end 2006 or 2007 financial data and information.

¢ The cases focus on well-known firms in the news making strategic changes. All cases
are undisguised and most are exclusively written for this text to reflect current strate-
gic-management problems and practices. These are all “student friendly” cases.

* Organized conveniently by industry (usually two competing firms per industry), the
cases feature a great mix of small business, international, and not-for-profit firms.

* All cases have been class tested to ensure that they are interesting, challenging, and
effective for illustrating strategic-management concepts.

* All the cases provide complete financial information about the firm, an organizational
chart, and a vision and mission statement for the organization if those were available.

* Customized inclusion of cases to comprise a tailored text is available to meet the spe-
cial needs of some professors.

* For the cases, the outstanding ancillary package includes an elaborate Case Solutions
Manual, PowerPoint, and support from the www.strategyclub.com Web site.

* All of the cases are comprenhensive in the sense that each provides a full description
of the firm and its operations rather than focusing on one issue or problem such as a
plant closing. Each case thus lends itself to students preparing a three-year strategic
plan for the firm.

What's New to This Edition in the Chapters

In addition to the special time-tested trademarks described above, this edition includes
some exciting new features, changes, and content designed to position this text as the clear
leader and best choice for teaching business policy and strategic management.
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First of all, the new Cohesion Case on the Walt Disney Company features one of the
most successful, well-known, best managed, and largest family entertainment companies
in the world. In addition to its theme parks worldwide, Disney owns Touchstone Pictures,
Miramax Films, Pixar, ESPN Zone, 17 hotels at the Walt Disney World Resort, ABC
News, Disney Channel, and more. It is a fun company and real challenge for students to
address strategic issues facing Disney.

Experiential Exercises at the end of each chapter apply concepts to the Disney
Cohesion Case and ready students for case analysis when they complete the chapter mate-
rial. Over the past twenty years, the Cohesion Case for this text has changed from
Ponderosa Steakhouse in the first and second editions, to Hershey Foods in the third
through seventh editions, to AOL in the eighth edition, to American Airlines in the ninth
edition, Krispy Kreme in the tenth, Google in the eleventh, and now Walt Disney, which is
a great company for students to focus upon throughout the semester.

In this edition, new features, changes, and content common to all nine chapters
include the following:

* New Global and Natural Environment boxed inserts.

* New examples throughout.

¢ New Visit the Net (VTN) Web sites provided in the page margins. Many universities
now teach in Internet-ready classrooms and utilize Web sites during lectures. These
sites are hot-linked at the www.prenhall.com/david and www.strategyclub.com Web
sites.

* Improved coverage of global issues and concerns.

* Expanded coverage of business ethics.

* All new current readings at the end of each chapter reveal new, relevant strategic-
management research.

* More international flavor than ever. There is excellent new coverage of cultural and
conceptual strategic-management differences across countries.

* New research and theories of seminal thinkers in strategy development such as
Ansoff, Chandler, Porter, Hamel, Prahalad, Mintzberg, and Barney are included.
Scholars such as these have brought strategic management to its present place in
modern business. Practical aspects of strategic management are still center-stage and
the trademark of this text.

* Substantial new material on business ethics throughout. Corporate fraud, scandals,
and illegalities are numerous, so we in academia must be certain to emphasize that
“good ethics is good business.” This notion is tied to the natural environment theme
in this edition.

In addition to the changes listed above, some specific chapter by chapter changes in
this twelfth edition are:

Chapter 1

e There is a new Global Perspective boxed insert regarding the extent that U.S. firms
dominate industries.

* There is a new Strategies in Action Table featuring McDonalds and American
General.

» Experiential Exercises 1A and 1B have been overhauled.

e There are new examples throughout.

Chapter 2

’”

» Eight new vision statements are provided along with new “Author’s Comments
about each one.

* Six new mission statements are provided along with new “Author’s Comments”
about each one.

» Updated Global Perspective is provided.
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* Updated Natural Environment Perspective is provided.
* Experiential Exercises 2A and 2B have been overhauled.
* New examples throughout.

Chapter 3

¢ New Natural Environment Perspective on climate change.

* New Global Perspective on auto producers in China.

* Deleted section on “The U.S.~Mexico Border.”

* Deleted section on “Russia’s Economy.”

* Deleted section on “China: Opportunities and Threats.”

* New EFE Matrix on ten-theatre cinema complex.

* New examples throughout.

* Experiential Exercises 3A, 3D, and 3E have been overhauled.

Chapter 4

* New Natural Environment Perspective on EU use of chemicals.

* New Global Perspective on work week variation across countries.
* New IFE Matrix on a retail computer store.

* New examples throughout.

* Experiential Exercise 4A has been overhauled.

Chapter 5

¢ New heading and material on private-equity firm acquisitions.

* New Global Perspective on joint venturing in India. 4
¢ Over 80 new examples.

* New material on joint ventures.

* New material on cooperating with rival firms.

* Deleted section on “Joint Ventures in Russia.”

* Experiential Exercises SA and 5C overhauled.

Chapter 6

¢ New Natural Environment Perspective on developing a Sustainability Report.
* New SWOT Matrix for a retail computer store.

* New Global Perspective on comparing corporate tax rates worldwide.

* New strategy detail provided to support SPACE Matrix and BCG Matrix.

* New BCG, IE, and QSPM Matrices.

* New examples thoughout.

* All Experiential Exercises updated.

Chapter 7

* New coverage of Six Sigma, the quality-boosting process improvement technique.

* New coverage of ESOPs, including a new table listing the eight largest in the United
States.

* New coverage on women’s issues, including a new table listing the ten best firms for
women to work for.

* Deleted the section “The Russian Culture.”

* Revised Natural Environment Perspective on environmental training of students in
colleges and universities.

* New examples throughout.

* Experiential Exercise 7A has been overhauled.
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Chapter 8

Substantially more information is provided on “How to Develop Projected Financial
Statements,” including a full new example of this concept worked out in detail for
Mattel, Inc. Many students have trouble with these financial concepts, yet they need
to show what impact their recommended strategies would have on this firm’s finan-
cial future.

New coverage and examples on calculating a company’s worth, including use for the
first time of Yahoo’s Enterprise Value technique.

New Natural Environment Perspective on “Strategic Management of Your Health.”
This is the author’s favorite new Boxed Insert in this edition and it focuses on “well-
ness campaigns’ at companies. ’

All Experiential Exercises fully updated.

New examples throughout.

Chapter 9

New Natural Environment Perspectve on the pollution situation in China.
Revised/updated Global Perspective on use of atomic energy.

Fully updated Experiential Exercises.

New examples throughout.

What's New to This Edition in the Cases

Rather than 41 cases as in prior editions there are 31 cases included herein. None appeared
in the prior edition, so this is indeed a fresh start. However, the following ten popular cases
§. from two editions ago (the tenth edition text) are fully updated and included:

Revlon

Krispy Kreme Doughnuts
Pilgrim’s Pride
Anheuser-Busch
Winnebago Industries
E*Trade Financial
Amazon.com

Southwest Airlines
Carnival Cruise Lines
Riverbanks Zoo

Also among the cases in this edition, three feature companies headquartered outside

the United States:

Waterford Wedgwood, PLC in Dublin, Ireland
Skoda Automobile Company in Mlad4 Boleslav, Czech Republic
Compass Group PLC in Chertsey, London, United Kingdom

The twelfth edition cases are mostly organized into pairs of rivals competing within

various industries, such as cases on:

Estée Lauder and Revlon
Continental Airlines and Southwest Airlines
Wendy’s International and McDonald’s Corporation



Included in the case lineup is a nice mix of cases on not-for-profit organizations,

including:

Miami University
Wesley United Methodist Church
Riverbanks Zoo

Also among the cases are several hospitality cases, including:

MGM Mirage
Marriott International
Starwood Hotels

Facts About the Twelfth Edition Lineup of Cases

The new mix of thirty-one cases includes sixteen service companies and fifteen man-
ufacturing companies.

The time setting of all the cases is early 2007, making them exceptionally up-to-date.
All the cases contain year-end 2006 financial statements, so students can project
financial implications of their recommendations for 2007 and beyond.

All of the cases are “comprehensive” in the sense that each focuses on multiple busi-
ness functions, rather than addressing one particular business problem or issue.
Students are generally asked to prepare a three-year strategic plan for each case com-
pany, rather than being asked to solve a particular business problem.

The new mix of cases includes two purely e-commerce cases—E*trade Financial and
Amazon.com.

The new mix of cases includes four small business cases — S/W Printing Company,
Waterford Wedgwood PLC, Toll Brothers, and Cellox.

In support of the global theme, every single one of the case firms has a Web site and
does business globally, which provides students ample opportunity to evaluate and
consider international aspects of doing business.

All the cases are undisguised and feature real organizations in real industries using
real names and real places. Nothing is fictitious in any case in any way in this edition.
All the cases feature an organization “undergoing strategic change,” thus offering
students specific issues to evaluate and consider.

All the cases feature organizations in familiar or interesting settings.

All the cases provide excellent coverage of a firm’s internal weaknesses and external
threats, rather than focusing on the organization’s strengths and opportunities.

All the cases are written in a lively, concise writing style that captures the reader’s
interest and establishes a time setting, usually in the opening paragraph.

The cases provide excellent quantitative information such as numbers, ratios, per-
centages, dollar values, graphs, statistics, and maps so students can prepare a more
specific, rational, and defensible strategic plan for the organization.

Each case provides excellent information about the industry and competitors.

Each case includes the organization’s existing vision statement and mission state-
ment, if available.

Each case is supported by an excellent teacher’s note.

A new running update of the Walt Disney Cohesion Case is provided at www.pren-
hall.com/david. The Disney case is kept fully updated online for both professors and
students. Scores of excellent hot links for the Disney case are provided at www.pren-
hall.com/david.

Instructor’s Resource Center

At www.prenhall.com/ire, instructors can access a variety of print, digital, and presenta-
tion resources available with this text in downloadable format. Registration is simple and
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gives you immediate access to new titles and new editions. As a registered faculty member,
you can download resource files and receive immediate access and instructions for
installing course management content on your campus Server.

If you ever need assistance, our dedicated technical support team is ready to help with
the media supplements that accompany this text. Visit www.247.prenhall.com for answers
to frequently asked questions and toll-free user support phone numbers.

The following supplements are available to adopting instructors (for detailed descrip-
tions, please visit www.prenhall.com/irc):

¢ Instructor’s Resource Center (IRC) on CD-ROM—ISBN: 0-13-813210-0
¢ Printed Instructor’s Manual with Test Item File—ISBN: 0-13-813217-8

e Printed Case Instructor’s Manual —ISBN: 0-13-813209-7

* PowerPoints — available on the IRC (both online and on CD-Rom)

¢ TestGen Test Generating Software—Available at the IRC Online.

e Custom Videos on DVD—ISBN: 0-13-813212-7

Companion Website

This text’s Companion Website at www.prenhall.com/david contains valuable resources
for both students and professors, including an interactive student study guide.

CourseSmart Textbooks Online

CourseSmart Textbooks Online is an exciting new choice for students looking to save
money. As an alternative to purchasing the print textbook, students can subscribe to the
same content online and save up to 50 percent off the suggested list price of the print text.
With a CourseSmart etextbook, students can search the text, make notes online, print out
reading assignments that incorporate lecture notes, and bookmark important passages for
later review. For more information, or to subscribe to the CourseSmart eTextbook, visit
Wwww.coursesmart.com.

Special Note to Students

Welcome to business policy or strategic management, whichever title this course has at
your university. This is a challenging and exciting course that will allow you to function as
the owner or chief executive officer of different organizations. Your major task in this
course will be to make strategic decisions and to justify those decisions through oral and
written communication. Strategic decisions determine the future direction and competitive
position of an enterprise for a long time. Decisions to expand geographically or to diversify
are examples of strategic decisions.

Strategic decision making occurs in all types and sizes of organizations, from Exxon
and IBM to a small hardware store or small college. Many people’s lives and jobs are
affected by strategic decisions, so the stakes are very high. An organization’s very survival
is often at stake. The overall importance of strategic decisions makes this course especially
exciting and challenging. You will be called upon in this course to demonstrate how your
strategic decisions could be successfully implemented.

In this course, you can look forward to making strategic decisions both as an individ-
ual and as a member of a team. No matter how hard employees work, an organization is in
real trouble if strategic decisions are not made effectively. Doing the right things (effec-
tiveness) is more important than doing things right (efficiency). For example, ineffective
strategies led to revenue declines of 71 percent and 10 percent in 2006 for Avis Budget
Group and American Express, respectively. Boston Scientific and the New York Times had
profit declines of 670 percent and 309 percent, respectively that year. Even well known
firms such as Nortel, Circuit City, Eastman Kodak, La-Z-Boy, Citigroup, New Century
Financial, Cadbury Schweppes, and Motorola are struggling with ineffective strategies.



Many American newspapers are faltering as consumers increasingly switch to interactive
media for news. '

You will have the opportunity in this course to make actual strategic decisions, per-
haps for the first time in your academic career. Do not hesitate to take a stand and defend
specific strategies that you determine to be the best based on tools and concepts in this
textbook. The rationale for your strategic decisions will be more important than the actual
decision, because no one knows for sure what the best strategy is for a particular organiza-
tion at a given point in time. This fact accents the subjective, contingency nature of the
strategic-management process.

Use the concepts and tools presented in this text, coupled with your own intuition, to
recommend strategies that you can defend as being most appropriate for the organizations
that you study. You will also need to integrate knowledge acquired in previous business
courses. For this reason, strategic management is often called a capstone course; you may
want to keep this book for your personal library.

This text is practitioner-oriented and applications-oriented. It presents techniques and
content that will enable you to formulate, implement, and evaluate strategies in all kinds of
profit and nonprofit organizations. The end-of-chapter Experiential Exercises allow you to
apply what you’ve read in each chapter to the new Walt Disney Cohesion Case and to your
own university.

Definitely visit the Strategic Management Club Online at www.strategyclub.com. The
templates and links there will save you time in performing analyses and will make your
work look professional. Work hard in policy this term and have fun. Good luck!

Fred R.David
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Case Information Matrix

CASE COMPANY INFORMATION MATRIX

Manufacturing Firms

Stock

Symbol Headquarters

Web Site Address

# of
Employees

2006
Revenues
in Millions

Cosmetics ‘

1. Estée Lauder, Dr Sharynn Tomlin,
Angelo State University

2. Revlon, Dr. M. Jill Austin, Middle
Tennessee State University

Food

3. Krispy Kreme Doughnuts, Forest David
and Mario Musa, Francis Marion
University

4. Pilgrim’s Pride, Dr. Jim Hardin, Texas
A&M University at Texarkana

Beverages

5. Coca-Cola Company, Dr. Alen Badal,
The Union Institute

6. Anheuser-Busch Companies, Inc., Dr
Alen Badal, The Union Institute

Computers

7. Hewlett-Packard, Dr. Mernoush Banton,
Florida International University

8. IBM Corporation, Dr. Vijaya
Narapareddy, University of Denver

Automotive

9. Ford Motor Company, Dr. Alen Badal,
The Union Institute

10. Winnebago Industries, Dr. Gene Bland,
Texas A&M—Corpus Christi and
Dr. John Marcis, Coastal Carolina
University

11. Skoda Auto (a division of Volkswagen),
Dr. Marlene Reed, Baylor University
and Dr. Rochelle R. Brunson, Alvin
College

Small Business

12. Southwest Printing Company, Dr. Joe
Aniello and Brianna Zhang, Francis
Marion University

13. Waterford Wedgwood PLC, Brandan
Still at Harvard Law School, Dr. Lisa
McNary, NC State University, Clare
Burns at Lamar University in Texas

14. Toll Brothers, Dr. Randy Harris,
California State University, Stanislaus

15. Cellox, Dr. Greg Stone and Dr. Tim
Redmer, Regent University

EL

PPC

KO

BUD

HPQ

IBM

WGO

na

na

WATFF

New York, NY

New York, NY

Winston-Salem,
NC

Pittsburg, TX

Atlanta, GA

St. Louis, MO

Palo Alto, CA

Armonk, NY

Dearborn, MI

Forest City, IA

Mlada Boleslav,
Czech Republic

Florence, SC

(London) Dublin, Ireland

TOL

na

Horsham, PA

Reedsburg, WI

www.ELcompanies.com

www.revlon.com

www.krispykreme.com

www.pilgrimspride.com

www.coca-cola.com

www.anheuser-busch.com

www.hp.com

www.ibm.com

www.ford.com

www.winnebagoind.com

www.skoda-auto.com/global

www.swprinting.com

www.waterfordwedgwood.com

www.tollbrothers.com

www.celblox.com/www.cellox.co

m

26,200

6,800

5,733

40,550

55,000

31,485

150, 000

366,345

300,000

3,610

26,738

9,606

5,581
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6,336.3

83.7

543.4

5,666.3

24,088.0

15,035.7

91,658.0

22,618.0

37,110.0

864.4

189,816

0.762

7726 E
6,123.5
34
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