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IntroductionIntroduction

What is strategy?What is strategy?
Development of the conceptDevelopment of the concept
Various meanings and schoolsVarious meanings and schools
Supporting academic disciplinesSupporting academic disciplines
Stakeholder groupsStakeholder groups
Constraints Constraints 

cognitive, social and political cognitive, social and political 

What is strategy?What is strategy?

Provisional definition:Provisional definition:

“a coordinated series of actions which “a coordinated series of actions which 
involve the deployment of resources to involve the deployment of resources to 
which one has access for the achievement which one has access for the achievement 
of a given purpose.”of a given purpose.”

Opportunity

Mobilisation 
of resources

Systematic 
action

Intent

MAIN 
ELEMENTS

of
STRATEGY

Two Types of Strategic ThinkingTwo Types of Strategic Thinking

First First 
approachapproach

SecondSecond
approachapproach

Ways ofWays of
thinkingthinking

Creativity Creativity --
lateral thinkinglateral thinking

Reason Reason --
vertical thinkingvertical thinking

Nature ofNature of
problemproblem

DivergentDivergent ConvergentConvergent

Area ofArea of
relevancerelevance

Creating the Creating the 
visionvision

Realising theRealising the
vision vision 

Strategic PerspectivesStrategic Perspectives

Strategy is: Strategy is: 
futurefuture--orientatedorientated
holistic and integratingholistic and integrating
complexcomplex
pathpath--dependentdependent
interactiveinteractive

Aims for balanceAims for balance
Asks new questionsAsks new questions
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Who are the strategists?Who are the strategists?

According to the definition it might beAccording to the definition it might be
Everyone in their own ‘domain’Everyone in their own ‘domain’
Or just the master strategistOr just the master strategist

The size of the relevant domain of The size of the relevant domain of 
strategy making differsstrategy making differs
Not the same people as the stakeholders Not the same people as the stakeholders 
or strategic players, although there may or strategic players, although there may 
be overlap between these different groupsbe overlap between these different groups

The need for strategyThe need for strategy

Good performance requires good strategyGood performance requires good strategy

Everyone has an implicit strategyEveryone has an implicit strategy

It is better to make it explicitIt is better to make it explicit

Good strategy is a necessary but not a sufficient Good strategy is a necessary but not a sufficient 
condition for good performancecondition for good performance

Development of the ConceptDevelopment of the Concept

Military originsMilitary origins
Strategy and tacticsStrategy and tactics

Historical origins: Alfred ChandlerHistorical origins: Alfred Chandler
Strategy and structureStrategy and structure
The invisible and visible handThe invisible and visible hand

Two world wars, depression and communismTwo world wars, depression and communism
PlanningPlanning

Stages of developmentStages of development

Stages of developmentStages of development
of the concept of strategyof the concept of strategy

Stage 1: 1945 Stage 1: 1945 –– midmid-- to lateto late--1960s1960s
Main features:Main features:

Clear prioritiesClear priorities
RecoveryRecovery
Technical catch upTechnical catch up
Rapid economic growthRapid economic growth
Backlog of pentBacklog of pent--up demandup demand

Design and planning schools emerge Design and planning schools emerge 

Stage 2Stage 2

Late 1960s to the late 1970sLate 1960s to the late 1970s
Rapid growth continuesRapid growth continues
Supply begins to catch upSupply begins to catch up
But inflationary forces began to emergeBut inflationary forces began to emerge
Need for prioritisation emergingNeed for prioritisation emerging

Powerful oversimplifications from consultants: Powerful oversimplifications from consultants: 
the experience curve and portfolio managementthe experience curve and portfolio management

Stage 3Stage 3

MidMid--1970s to the mid1970s to the mid--1980s1980s
Instability in the external environment: oil shocks and Instability in the external environment: oil shocks and 
debt crisisdebt crisis
StagflationStagflation
Supply outstrips demandSupply outstrips demand

Michael Porter and positioning indicates a focus Michael Porter and positioning indicates a focus 
on the external environment in strategy makingon the external environment in strategy making
The search for a decisive competitive advantageThe search for a decisive competitive advantage
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Stage 4Stage 4

The late 1980s to the presentThe late 1980s to the present
Uneven growth Uneven growth -- fast growth and serious recessionsfast growth and serious recessions
Communications revolutionCommunications revolution
Deregulation of markets by governmentDeregulation of markets by government
Environmental concernsEnvironmental concerns
Complex objectivesComplex objectives

Resources Based View of strategy indicates a Resources Based View of strategy indicates a 
turn to the internal environment of an enterpriseturn to the internal environment of an enterprise

Various meanings and schoolsVarious meanings and schools

Multiple meanings of the term strategyMultiple meanings of the term strategy

Different emphasis on content or Different emphasis on content or 
processesprocesses

Varying motivations and desired outcomesVarying motivations and desired outcomes

Four General ApproachesFour General Approaches
OutcomesOutcomes

ProcessesProcesses

Profit Profit 
MaximisationMaximisation

PluralistPluralist

DeliberateDeliberate CLASSICALCLASSICAL SYSTEMICSYSTEMIC

EmergentEmergent EVOLUTIONARYEVOLUTIONARY PROCESSUALPROCESSUAL

ClassicalClassical

Deliberate, rational and explicitDeliberate, rational and explicit

Clear sequence: formulation, then implementationClear sequence: formulation, then implementation

Clear motivation: profit maximizationClear motivation: profit maximization

Handed down from aboveHanded down from above

= voluntarist view= voluntarist view

EvolutionaryEvolutionary

Clear motivation: profit maximization imposed Clear motivation: profit maximization imposed 
on the enterpriseon the enterprise
Successful strategy selected by forces of Successful strategy selected by forces of 
competitioncompetition
Little or no room for deliberate strategy makingLittle or no room for deliberate strategy making
Strategy little more than adjustment to a Strategy little more than adjustment to a 
changing environmentchanging environment

= determinist view= determinist view

ProcessualProcessual

‘Bounded rationality’ ‘Bounded rationality’ –– limited information and limited limited information and limited 
ability to process informationability to process information

Strategy is the result of political bargaining and Strategy is the result of political bargaining and 
negotiationnegotiation

‘‘SatisficingSatisficing’ rather than maximization’ rather than maximization

The significant existence of organizational slackThe significant existence of organizational slack

= realist view= realist view
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SystemicSystemic

Strategy reflects nature of different societiesStrategy reflects nature of different societies
Cognitive differences Cognitive differences –– even on what strategy iseven on what strategy is
Behavioural differencesBehavioural differences
Institutional differencesInstitutional differences
Value differencesValue differences

= social relativist view= social relativist view

Different schoolsDifferent schools

Prescriptive v. descriptivePrescriptive v. descriptive

PrescriptivePrescriptive

Strategy asStrategy as

designdesign
planningplanning
positioningpositioning

Descriptive (1)Descriptive (1)

Strategy as:Strategy as:

Social processSocial process
Political processPolitical process
Cognitive psychologyCognitive psychology
Rhetoric or a language gameRhetoric or a language game
Applied ethicsApplied ethics
RationalityRationality

Descriptive (2)Descriptive (2)

Strategy as:Strategy as:

EntrepreneurshipEntrepreneurship
Learning processLearning process
Episodic or transformative processEpisodic or transformative process
Adaptation to environmental changeAdaptation to environmental change
Simple rulesSimple rules

MetaMeta--theoriestheories

A metaA meta--theory is a theoretical framework for theory is a theoretical framework for 
understanding the world around us. It is usually the understanding the world around us. It is usually the 
basis for the implicit assumptions we make about:basis for the implicit assumptions we make about:

behaviour and action (theories of action)behaviour and action (theories of action)
modes of perceptionmodes of perception

The role of:The role of:
EconomicsEconomics
SociologySociology
PsychologyPsychology
Political theoryPolitical theory
Even biologyEven biology

Strategists and stakeholdersStrategists and stakeholders

Definition of a stakeholderDefinition of a stakeholder
“A person, or a group of people, who have a “A person, or a group of people, who have a 
‘stake’ in the enterprise, that is, can receive ‘stake’ in the enterprise, that is, can receive 
either benefit or damage, or both, from the either benefit or damage, or both, from the 
operation of the enterprise, and therefore has operation of the enterprise, and therefore has 
a reason for influencing the formulation a reason for influencing the formulation 
and/or implementation of strategy”.and/or implementation of strategy”.
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The stakeholdersThe stakeholders

ExternalExternal
Financiers to the enterprise: shareholders, or Financiers to the enterprise: shareholders, or 
major creditorsmajor creditors
Product market stakeholders: customers, Product market stakeholders: customers, 
suppliers, trade unions, host communities,  suppliers, trade unions, host communities,  
governments, strategic alliesgovernments, strategic allies

InternalInternal
Employees: managers and workersEmployees: managers and workers

MotivationMotivation

Shareholders Shareholders –– profit, dividends and capital profit, dividends and capital 
gainsgains
Creditors Creditors –– the ability to service debtthe ability to service debt
Customers Customers –– the price and quality of productthe price and quality of product
Suppliers Suppliers –– the price and quality of the inputsthe price and quality of the inputs
Unions and workers Unions and workers –– pay, employment and the pay, employment and the 
conditions of employmentconditions of employment
Host community Host community –– employment and environmentemployment and environment
Government Government –– taxes and employmenttaxes and employment
Managers Managers –– income, status, powerincome, status, power

A Map of Economic StakeholdersA Map of Economic Stakeholders

Suppliers

Economic 
complementors

Customers

Economic
competitors Enterprise

A Map of Political StakeholdersA Map of Political Stakeholders

Policy 
makers

Political 
complementors

Social 
actors

Political
competitors

Enterprise

Constraints on process and contentConstraints on process and content

Cognitive Cognitive –– that which limits the way we think about that which limits the way we think about 
strategy and what it can dostrategy and what it can do

Ethical Ethical –– keeping all stakeholders happy and  promoting keeping all stakeholders happy and  promoting 
corporate social responsibilitycorporate social responsibility

Social Social –– the cultural web which envelops the enterprise, the cultural web which envelops the enterprise, 
including the paradigm (the set of attitudes, values and including the paradigm (the set of attitudes, values and 
behavioural patterns embraced by an organization)behavioural patterns embraced by an organization)

Political Political –– negotiation and bargaining between strategist negotiation and bargaining between strategist 
and stakeholders with different strategic powerand stakeholders with different strategic power

Strategic stancesStrategic stances

RevolutionaryRevolutionary
Remaking the environment with ‘disruptive Remaking the environment with ‘disruptive 
innovation’ innovation’ 
Dealing with turnaround situationsDealing with turnaround situations
Introducing paradigm shiftsIntroducing paradigm shifts

Adjusting marginallyAdjusting marginally
Engaging in logical Engaging in logical incrementalismincrementalism –– a little more of a little more of 
the samethe same

Strategically inertStrategically inert
Allowing strategic drift: ‘success breeds failure’Allowing strategic drift: ‘success breeds failure’
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The Paradigm, or Corporate CultureThe Paradigm, or Corporate Culture

Routines and ritualsRoutines and rituals
Control systemsControl systems
Organizational systemsOrganizational systems
Power structuresPower structures
Symbolic expressions of identity Symbolic expressions of identity –– logos, logos, 
namesnames
Stories or legends concerning the history Stories or legends concerning the history 
of the organizationof the organization

Strategy and leadershipStrategy and leadership

Types of leadershipTypes of leadership
CharismaticCharismatic
TraditionalTraditional
InstitutionalInstitutional

The hero leaderThe hero leader
Leadership teamsLeadership teams
The strategic role of leaders The strategic role of leaders -- the power the power 
to influence strategyto influence strategy

Strategic Management 2Strategic Management 2

Thinking and Acting StrategicallyThinking and Acting Strategically

Strategic activitiesStrategic activities

Strategic thinkingStrategic thinking
universaluniversal

Strategic management (programming)Strategic management (programming)
commoncommon

Strategic planningStrategic planning
unusualunusual

Strategic Thinking (1)Strategic Thinking (1)

= creative, imaginative thinking, plus a sense of = creative, imaginative thinking, plus a sense of 
where the relevant idea might leadwhere the relevant idea might lead
Often implicitOften implicit
Motivation as often ‘intrinsic’ as ‘extrinsic’ Motivation as often ‘intrinsic’ as ‘extrinsic’ –– the the 
pride of doing something well or confronting a pride of doing something well or confronting a 
challengechallenge
All ideas have a contextAll ideas have a context
Need for a reality check Need for a reality check –– can the idea be can the idea be 
realised?realised?

Strategic Thinking (2)Strategic Thinking (2)

Reinterpret the world around us to see how it Reinterpret the world around us to see how it 
can yield a new way of meeting a basic human can yield a new way of meeting a basic human 
needneed
Identify the relevant problem or question(s)Identify the relevant problem or question(s)
Does it create an exploitable opportunity? Does it create an exploitable opportunity? 
Generate a new idea or ideasGenerate a new idea or ideas
Apply rational thought to the development of the Apply rational thought to the development of the 
idea(s). idea(s). 
Discover a solutionDiscover a solution
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Single and multiple ideasSingle and multiple ideas

The source of an innovation can be:The source of an innovation can be:
a single new idea: Ogawa a single new idea: Ogawa KikimatsuKikimatsu and the and the 
English primerEnglish primer
a combination of new ideas: Elizabeth David a combination of new ideas: Elizabeth David 
and the new cuisine, the date rape solution or and the new cuisine, the date rape solution or 
Sony’s disruptive innovationsSony’s disruptive innovations
the combination of a new idea with old ideas : the combination of a new idea with old ideas : 
Brian Epstein and the BeatlesBrian Epstein and the Beatles
the recombination of old ideas: the IKEA waythe recombination of old ideas: the IKEA way

Systems
perspective

Intelligent 
opportunism

Hypothesis
driven

Thinking 
in time

Intent
focused

STRATEGIC 
THINKING

The Elements of Strategic Thinking

Explicit and implicit strategic Explicit and implicit strategic 
thinkingthinking

Strategic thinking is everywhere:Strategic thinking is everywhere:
Personal careersPersonal careers
Scientific discovery Scientific discovery 
Artistic creationArtistic creation
Military preparationMilitary preparation
Business activityBusiness activity

A complex worldA complex world

Strategic problems are of their nature Strategic problems are of their nature 
‘wicked problems’ which are:‘wicked problems’ which are:

essentially uniqueessentially unique
highly complexhighly complex
linked to other problemslinked to other problems
can be defined and interpreted in many wayscan be defined and interpreted in many ways
have no one correct answer, nor even a have no one correct answer, nor even a 
limited set of solutionslimited set of solutions

A dynamic worldA dynamic world

Strategists change the world, or remake the Strategists change the world, or remake the 
environments of other strategists.environments of other strategists.
Strategy breaks from routine; it involves innovationStrategy breaks from routine; it involves innovation
Strategy is about change and change managementStrategy is about change and change management
Changing context in which strategy is made: Changing context in which strategy is made: 

progressive replacement of labour with capitalprogressive replacement of labour with capital
automation of most manufacturing processesautomation of most manufacturing processes
the increasing importance of human capital and knowledgethe increasing importance of human capital and knowledge
an increased emphasis on servicesan increased emphasis on services

Aims and objectivesAims and objectives

“Strategy anticipates wants before they are “Strategy anticipates wants before they are 
perceived and problems before they manifest perceived and problems before they manifest 
themselves.”themselves.”
The main aim:The main aim:

to generate above normal profit at a risk level to generate above normal profit at a risk level 
which is acceptablewhich is acceptable
Two main parts:Two main parts:

to create and maintain comparative advantage over to create and maintain comparative advantage over 
competitorscompetitors
to control riskto control risk
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Vision(1)Vision(1)

The vision:The vision:
defines what an enterprise isdefines what an enterprise is
represents the reason why the enterprise existsrepresents the reason why the enterprise exists
is at the core of the enterprise’s identityis at the core of the enterprise’s identity
is closely linked with what the enterprise can dois closely linked with what the enterprise can do
expresses the dynamic of the enterprise, where it has expresses the dynamic of the enterprise, where it has 
come from and where it is going tocome from and where it is going to

Vision (2)Vision (2)

The vision The vision 
precedes but overlaps strategyprecedes but overlaps strategy
is an expression of the creative or imaginative is an expression of the creative or imaginative 
part of strategypart of strategy
is the raison is the raison d’etred’etre of a new enterpriseof a new enterprise

In an existing enterprise it is important to In an existing enterprise it is important to 
distinguish between what is unchanging distinguish between what is unchanging 
and what is only temporaryand what is only temporary

Vision (3)Vision (3)

A vision contains:A vision contains:
the paradigmthe paradigm
the core purpose or strategic intentthe core purpose or strategic intent
an ‘envisioned’ futurean ‘envisioned’ future

longlong--term goalsterm goals
what it would be like to achieve those goalswhat it would be like to achieve those goals

A vision can be expressed in writing or A vision can be expressed in writing or 
verbally.verbally.

Vision (4)Vision (4)

The core purpose might be to:The core purpose might be to:

be the best in a specific areabe the best in a specific area

be the market leaderbe the market leader

be the most innovative playerbe the most innovative player

provide the best serviceprovide the best service

MissionMission

The mission is:The mission is:
written or unwritten?written or unwritten?
real or token?real or token?
articulates the enterprise visionarticulates the enterprise vision
is for internal or external attention?is for internal or external attention?

Where is it stated?Where is it stated?
For whom is it stated?For whom is it stated?

Strategic Management (1)Strategic Management (1)

Strategic management is any strategic Strategic management is any strategic 
action to realise a strategy.action to realise a strategy.
There are three parts:There are three parts:

codification: identification of the strategic codification: identification of the strategic 
intent as operational objectivesintent as operational objectives
elaboration: formulation of proposed action to elaboration: formulation of proposed action to 
facilitate the achievement of these intentionsfacilitate the achievement of these intentions
conversion: the efficient and timely execution conversion: the efficient and timely execution 
of these actionsof these actions
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Strategic Management (2)Strategic Management (2)

Strategic management:Strategic management:
emphasises the actions of teams or units emphasises the actions of teams or units 
rather than individuals rather than individuals 
is more common in certain areas than others, is more common in certain areas than others, 
e.g. finance or marketing e.g. finance or marketing 
is most frequently articulated in a shortis most frequently articulated in a short--term term 
business or corporate planbusiness or corporate plan
requires coherence and consistency.requires coherence and consistency.

Role of business plan and financial Role of business plan and financial 
controlscontrols

How is it possible to quantify a strategy?How is it possible to quantify a strategy?
The use of present value or adjusted present The use of present value or adjusted present 
value in:value in:

discounting the futurediscounting the future
allowing for a risk premiumallowing for a risk premium

The need for financial controlsThe need for financial controls
A stress on financial targets distorts strategyA stress on financial targets distorts strategy
The budget should follow strategy, not precede The budget should follow strategy, not precede 
it.it.

Above normal profitAbove normal profit

Normal profit can be regarded as:Normal profit can be regarded as:
the opportunity cost of the capital employed in a the opportunity cost of the capital employed in a 
projectproject
the equilibrium return in a perfectly competitive the equilibrium return in a perfectly competitive 
market with no riskmarket with no risk
a profit which contains no monopoly elementa profit which contains no monopoly element

An above normal profit is a monopoly profit, or a An above normal profit is a monopoly profit, or a 
profit which reflects some element of monopoly.profit which reflects some element of monopoly.

Strategic planningStrategic planning

A strategic plan is in theory “a detailed A strategic plan is in theory “a detailed 
and comprehensive set of blueprints for and comprehensive set of blueprints for 
the future development of the enterprise, the future development of the enterprise, 
including an aggregative plan as well as including an aggregative plan as well as 
compatible functional plans”compatible functional plans”

There are dangers in having only a token There are dangers in having only a token 
planplan

Choosing the appropriate strategic Choosing the appropriate strategic 
activityactivity

When should an enterprise employ strategic When should an enterprise employ strategic 
thinking, strategic management and strategic thinking, strategic management and strategic 
planning?planning?

The key issue is the degree of predictability in The key issue is the degree of predictability in 
the relevant markets.the relevant markets.

The more the situation is predictable, the more The more the situation is predictable, the more 
it is likely that an enterprise moves from it is likely that an enterprise moves from 
thinking, to management, to planningthinking, to management, to planning

How to classify an industry or How to classify an industry or 
marketmarket

The principal sources of difference relate to:The principal sources of difference relate to:
the speed of change the speed of change 
the level of riskthe level of risk

Three ways of classifying enterprises:Three ways of classifying enterprises:
the degree of competitionthe degree of competition
the age of the industrythe age of the industry
the speed of turnover in the cycle of competitive the speed of turnover in the cycle of competitive 
advantageadvantage
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No. of sellersNo. of sellers

Age and speed Age and speed 
of cycleof cycle

One One 
sellerseller

Few    Few    
sellerssellers

ManyMany
sellerssellers

Young, fastYoung, fast AA B B CC

Mature, Mature, 
standardstandard

D                    D                    E                   E                   FF

Old, slowOld, slow GG H                   H                   II

Appropriateness of strategic Appropriateness of strategic 
planningplanning

Monopoly is unusual Monopoly is unusual –– A,D and G are rare.A,D and G are rare.
Most industries in their maturity end up as Most industries in their maturity end up as 
oligopolies oligopolies –– therefore I is also rare.therefore I is also rare.
Strategic planning is most likely with no Strategic planning is most likely with no 
competition and in an old industry with a slow competition and in an old industry with a slow 
cycle, but G is rare. Investments that are large cycle, but G is rare. Investments that are large 
and for the long term are also positive elements.and for the long term are also positive elements.
Other appropriate situations are D, E and H, but Other appropriate situations are D, E and H, but 
D is rare. Strategic planning is more likely in D is rare. Strategic planning is more likely in 
industries of the H type than those of the E industries of the H type than those of the E 
type.type.
Electricity generation might be a good Electricity generation might be a good 
candidate.candidate.

Entrepreneur and managerEntrepreneur and manager

An entrepreneur innovates and has a An entrepreneur innovates and has a 
greater risk appetite. greater risk appetite. 
An entrepreneur is primarily a strategic An entrepreneur is primarily a strategic 
thinker.thinker.
A manager imitates and has a lower risk A manager imitates and has a lower risk 
appetite. appetite. 
A manager is primarily a strategic A manager is primarily a strategic 
manager rather than a strategic thinker.manager rather than a strategic thinker.

IntrapreneurshipIntrapreneurship

This is entrepreneurial activity conducted on a continuing basisThis is entrepreneurial activity conducted on a continuing basis
within the enterprise.within the enterprise.

It is part of the process of creating new monopoly elements, whiIt is part of the process of creating new monopoly elements, which ch 
can be positive or negativecan be positive or negative

The dangers of ‘creative destruction’ : the interaction of the oThe dangers of ‘creative destruction’ : the interaction of the old and ld and 
the new economy is relevantthe new economy is relevant

The need to encourage innovationThe need to encourage innovation

“Success creates failure”“Success creates failure”

The MixThe Mix

It is possible to specialise in either It is possible to specialise in either 
entrepreneurship or management but all need to entrepreneurship or management but all need to 
some degree to be good at both.some degree to be good at both.
The mix within an organization is a critical issueThe mix within an organization is a critical issue
There are two common dangers: There are two common dangers: 

overover--emphasizing one of the roles emphasizing one of the roles 
failing to adjust the mix according to a changing failing to adjust the mix according to a changing 
contextcontext

The ‘IKEA Way’ (1)The ‘IKEA Way’ (1)
An example of combining old ideas in a new An example of combining old ideas in a new 
combination combination -- in particular a combination of cost in particular a combination of cost 
leadership with product differentiationleadership with product differentiation
Applied to an old industryApplied to an old industry
Applied mass methods to both production and Applied mass methods to both production and 
distributiondistribution
Production outsourcedProduction outsourced
Concentration on the valueConcentration on the value--adding activities of adding activities of 
design, promotion and distributiondesign, promotion and distribution
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The IKEA Way (2)The IKEA Way (2)

Cost leadership:Cost leadership:
Bargaining power and suppliersBargaining power and suppliers
Standardisation in the world marketStandardisation in the world market
Strong logistics and the distribution centresStrong logistics and the distribution centres
The customer does as much as possible: chooses as The customer does as much as possible: chooses as 
in a supermarket, also assembles and transportsin a supermarket, also assembles and transports
Suburban location of retail outletsSuburban location of retail outlets
Price as starting point for new or redesigned productsPrice as starting point for new or redesigned products
The importance of the catalogueThe importance of the catalogue

The IKEA Way (3)The IKEA Way (3)

Product differentiationProduct differentiation
Highly individual and modern styling with Highly individual and modern styling with 
strong Swedish influencestrong Swedish influence
Continuous restylingContinuous restyling
Natural setting of retail outletsNatural setting of retail outlets
An infinite variety of mixes of furniture and An infinite variety of mixes of furniture and 
furnishingsfurnishings
As much choice as possibleAs much choice as possible

Strategic Management 3Strategic Management 3

Adopting a global perspectiveAdopting a global perspective

Key questionsKey questions

Why should an enterprise engage in Why should an enterprise engage in 
international transactions?international transactions?

Does this engagement mean the nature of Does this engagement mean the nature of 
strategy must change?strategy must change?

A global worldA global world

A world governmentA world government
An effective world law and order frameworkAn effective world law and order framework
Multilateral institutions for overseeing the Multilateral institutions for overseeing the 
implementation of business rulesimplementation of business rules
A common languageA common language
A common cultureA common culture
Fully integrated marketsFully integrated markets
No barriers to trade or investmentNo barriers to trade or investment
No transport or communications costsNo transport or communications costs

DefinitionDefinition

“Globalization is the movement towards a “Globalization is the movement towards a 
‘global world’”‘global world’”

The concept encapsulates for many the The concept encapsulates for many the 
defining features of the modern eradefining features of the modern era

It is perceived by different people as both It is perceived by different people as both 
good and badgood and bad
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Benefits of globalizationBenefits of globalization

Accelerated technical changeAccelerated technical change
Increased competition = lower costsIncreased competition = lower costs
Reduction in home country biasReduction in home country bias
Faster growth = more jobsFaster growth = more jobs
Higher standard of livingHigher standard of living
Reduction in povertyReduction in poverty
Broader access to consumer goodsBroader access to consumer goods
Widespread dissemination of informationWidespread dissemination of information
Undermining of traditional hierarchiesUndermining of traditional hierarchies
“Democratisation”“Democratisation”

Losses from globalizationLosses from globalization

Loss of national sovereigntyLoss of national sovereignty
More uneven income distributionMore uneven income distribution
Damage to the environmentDamage to the environment
Erosion of health and safety standardsErosion of health and safety standards
Erosion of local culturesErosion of local cultures
More cultural imperialismMore cultural imperialism
Loss of independent decisionLoss of independent decision--makingmaking
Increased power of large companiesIncreased power of large companies
Increased power of international organizationsIncreased power of international organizations

Four different views of globalizationFour different views of globalization

A change of mental perspectiveA change of mental perspective
A change in behaviourA change in behaviour
Increasingly institutionalized patterns of Increasingly institutionalized patterns of 
global interactionglobal interaction
The imposition of a new discipline on The imposition of a new discipline on 
existing behaviour existing behaviour –– the notion of ‘hyperthe notion of ‘hyper--
competition”competition”

Five main elements of globalizationFive main elements of globalization

The integration of world markets and the The integration of world markets and the 
world economyworld economy
Accelerated diffusion of new technologyAccelerated diffusion of new technology
The loss of national sovereigntyThe loss of national sovereignty
The homogenisation of a global cultureThe homogenisation of a global culture
The democratisation of key activitiesThe democratisation of key activities

Is globalisation new?Is globalisation new?

Long history of an increase in international Long history of an increase in international 
interactions interactions –– trade and investmenttrade and investment

5,000 B.C to the 1600s 5,000 B.C to the 1600s incipientincipient globalizationglobalization
1600s to 1970s 1600s to 1970s bridgingbridging globalizationglobalization
1970s to present: 1970s to present: acceleratedaccelerated globalizationglobalization

Reversals followed by recoveries Reversals followed by recoveries –– for for 
example 1914 example 1914 –– 1945 reversal, 1945 1945 reversal, 1945 ––
1970s recovery.1970s recovery.

Integration of marketsIntegration of markets

SupraSupra--nationalisation v.   nationalisation v.   
InternationalisationInternationalisation
The capital market leads the wayThe capital market leads the way
Reduction in barriers to trade and Reduction in barriers to trade and 
investmentinvestment
Reduction in transport and communication Reduction in transport and communication 
costscosts
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Accelerated diffusion of new Accelerated diffusion of new 
technologytechnology

The communications revolutionThe communications revolution

Vastly improved access to informationVastly improved access to information

Price convergence in various marketsPrice convergence in various markets

More rapid spread of technical knowledgeMore rapid spread of technical knowledge

Loss of national sovereigntyLoss of national sovereignty

The ‘golden straitjacket’The ‘golden straitjacket’
Who sets the rules of the game?Who sets the rules of the game?
Multilateral and multinational institutionsMultilateral and multinational institutions
Country riskCountry risk
Increase in number of nation statesIncrease in number of nation states
Cultural conflict (Huntington thesis)Cultural conflict (Huntington thesis)

Homogenisation of cultureHomogenisation of culture

The role of languageThe role of language

Cultural imperialism, from fast food to pop musicCultural imperialism, from fast food to pop music

Few global brandsFew global brands

Local resistanceLocal resistance

DemocratisationDemocratisation

Control of fertilityControl of fertility
Decentralisation of energy and transport Decentralisation of energy and transport ––
electricity and the motor carelectricity and the motor car
Access to travelAccess to travel
Access to financeAccess to finance
Access to informationAccess to information

Cultural clusters (1)Cultural clusters (1)

The Anglo The Anglo 
Latin AmericaLatin America
Western EuropeWestern Europe
Eastern EuropeEastern Europe
The ArabThe Arab
SubSub--Saharan AfricaSaharan Africa
SiniticSinitic or Confucianor Confucian
South AsianSouth Asian

Cultural clusters (2)Cultural clusters (2)

Areas of fragmentationAreas of fragmentation
SouthSouth--east Asiaeast Asia
OceaniaOceania

Border areasBorder areas
the Balkansthe Balkans

OutliersOutliers
BrazilBrazil
IsraelIsrael
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Home country biasHome country bias

In key economic decisions:In key economic decisions:
Purchase of consumer goodsPurchase of consumer goods
Use of savingsUse of savings
Location of investmentLocation of investment
EmploymentEmployment

In nature of multinational enterprisesIn nature of multinational enterprises

Removal of the biasRemoval of the bias

Reduction in transport and communication Reduction in transport and communication 
costscosts
More information, less ignorance and More information, less ignorance and 
uncertaintyuncertainty
Removal of fluctuations in the level of Removal of fluctuations in the level of 
country riskcountry risk

Floating exchange ratesFloating exchange rates
Government actionGovernment action

A convergent worldA convergent world

What does convergence mean? By choice or by What does convergence mean? By choice or by 
compulsion compulsion 
The ‘end of history’The ‘end of history’

Economic Economic –– the market systemthe market system
Political Political –– representative democracyrepresentative democracy
Social Social –– global tastes and global brandsglobal tastes and global brands

Price convergence Price convergence -- commoditiescommodities
Interest rates convergeInterest rates converge
Systematic economic fluctuations occurSystematic economic fluctuations occur
Economic structures become similarEconomic structures become similar

Global playersGlobal players

Multilateral organizations Multilateral organizations –– from the WTO from the WTO 
to Greenpeaceto Greenpeace
Regional organizations Regional organizations –– from the EU to from the EU to 
APECAPEC
The main national players The main national players 

The Triad: North America, the EU and JapanThe Triad: North America, the EU and Japan
Multinational enterprises and organizationsMultinational enterprises and organizations
from Walfrom Wal--Mart to the state of CaliforniaMart to the state of California

Multilateral organizationsMultilateral organizations

The United Nations and its agenciesThe United Nations and its agencies
The World Bank and its agenciesThe World Bank and its agencies
World Trade OrganizationWorld Trade Organization
International Monetary FundInternational Monetary Fund
Bank of International SettlementsBank of International Settlements
GreenpeaceGreenpeace
Red Cross Red Cross 
AmnestyAmnesty
OxfamOxfam

Regional organizationsRegional organizations

Regional development banks, e.g. Asian Regional development banks, e.g. Asian 
Development BankDevelopment Bank
European Union and its agencies, e.g. European Union and its agencies, e.g. 
European Central BankEuropean Central Bank
Free Trade Areas, such as NAFTA, ASEAN Free Trade Areas, such as NAFTA, ASEAN 
or or MercosurMercosur
Others: APEC or OPECOthers: APEC or OPEC
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National PlayersNational Players

The Triad The Triad –– North America, the European Union North America, the European Union 
and Japanand Japan
North America is a little bigger than the North America is a little bigger than the 
European UnionEuropean Union
Both are something like three times the size of Both are something like three times the size of 
JapanJapan
Together with China, South Korea and Singapore Together with China, South Korea and Singapore 
the Confucian countries are a little bit smaller the Confucian countries are a little bit smaller 
againagain

United StatesUnited States 9,7819,781

ChinaChina 5,0275,027

JapanJapan 3,2463,246

IndiaIndia 2,9132,913

GermanyGermany 2,0782,078

United KingdomUnited Kingdom 1,4311,431

FranceFrance 1,4251,425

ItalyItaly 1,4221,422

BrazilBrazil 1,2191,219

RussiaRussia 995995

Purchasing power parity GNI (2001) – in billions of American 
dollars

MultinationalsMultinationals

By definition those companies engaged in FDIBy definition those companies engaged in FDI
Growing in numberGrowing in number
Still concentrated on the Triad but becoming Still concentrated on the Triad but becoming 
more diversemore diverse
Different ways of defining size Different ways of defining size –– by use of by use of 
factors of production such as assets or factors of production such as assets or 
employment, by capitalization or by revenuesemployment, by capitalization or by revenues

WalWal--MartMart 220220

Exxon MobilExxon Mobil 192192

General MotorsGeneral Motors 177177

British PetroleumBritish Petroleum 174174

FordFord 162162

EnronEnron 139139

Daimler ChryslerDaimler Chrysler 137137

Royal Dutch /ShellRoyal Dutch /Shell 132132

General ElectricGeneral Electric 126126

ToyotaToyota 121121

Revenues of 10 largest corporations $bill.
2001( )

The impact of globalization on The impact of globalization on 
strategystrategy

Think globally and act locallyThink globally and act locally
Differing operating contextsDiffering operating contexts
Greater complexityGreater complexity

of value creating chainof value creating chain
of marketsof markets
of management team and labour forceof management team and labour force
of legal and political contextsof legal and political contexts

Globalization driversGlobalization drivers

Lure of marketsLure of markets

Prospect of reduced costsProspect of reduced costs

Persistence of government policies which favour Persistence of government policies which favour 
some kinds of globalisationsome kinds of globalisation

Forces of competitionForces of competition
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Global opportunities and risksGlobal opportunities and risks

Nature of the opportunitiesNature of the opportunities

How to exploit the opportunitiesHow to exploit the opportunities

Need for leadershipNeed for leadership

Complexity of riskComplexity of risk

The AirlinesThe Airlines

Of its nature a global industryOf its nature a global industry
A strong case of home country bias A strong case of home country bias -- protection protection 
of the flag carriersof the flag carriers
Deregulation talked about and to some degree Deregulation talked about and to some degree 
pursuedpursued
Fast growth but low profit industryFast growth but low profit industry
Highly vulnerable to shocksHighly vulnerable to shocks
Consolidation and strategic alliancesConsolidation and strategic alliances
‘No‘No--frills’ airlinesfrills’ airlines

SwissairSwissair

Limited domestic baseLimited domestic base
Ambitious strategyAmbitious strategy

Large route networkLarge route network
Minority interestsMinority interests
NonNon--airline businessairline business

New Strategic Course Jan 1 2001New Strategic Course Jan 1 2001
Debt and bankruptcy late 2001Debt and bankruptcy late 2001
Reconstruction as Swiss International AirlinesReconstruction as Swiss International Airlines
Further problems in 2003Further problems in 2003
Future? TakeFuture? Take--over by over by LufthanzaLufthanza

QantasQantas

Strong domestic baseStrong domestic base
Bankruptcy of Bankruptcy of AnsettAnsett
Rides the shock wellRides the shock well
ProblemsProblems

Further shocks Further shocks –– Bali and SARSBali and SARS
Competition from no frills airlines, Virgin BlueCompetition from no frills airlines, Virgin Blue
Ageing fleetAgeing fleet
High costsHigh costs

Strategic Management 4Strategic Management 4

Reading an uncertain futureReading an uncertain future

Ignorance, uncertainty and the Ignorance, uncertainty and the 
futurefuture

All strategy involves reading the future All strategy involves reading the future 
The difficulty of such a reading varies The difficulty of such a reading varies 
from industry to industryfrom industry to industry
A successful reading depends on the A successful reading depends on the 
information availableinformation available
Good strategy depends on the strategist Good strategy depends on the strategist 
having access to that informationhaving access to that information
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Bounded rationalityBounded rationality

The existence of imperfect information is The existence of imperfect information is 
universaluniversal
There is also a limited ability to process the There is also a limited ability to process the 
information which existsinformation which exists

this is true at both the level of the individual and of this is true at both the level of the individual and of 
the organization.the organization.

There are limits to the application of reasonThere are limits to the application of reason
imagination, intuition and gut feeling are all relevantimagination, intuition and gut feeling are all relevant

There are limits to the use of the process of There are limits to the use of the process of 
optimisation: finding one best solutionoptimisation: finding one best solution

A reasonable starting pointA reasonable starting point

Reason alone is not enoughReason alone is not enough
Information is always imperfectInformation is always imperfect
There is an abundance of information but There is an abundance of information but 
it is costly to processit is costly to process
There is considerable uncertaintyThere is considerable uncertainty
The individual or organization can change The individual or organization can change 
that level of uncertainty, but at the cost of that level of uncertainty, but at the cost of 
the commitment of considerable resources the commitment of considerable resources 

Levels of uncertaintyLevels of uncertainty

Four possibilities:Four possibilities:
A nearly complete ambiguity A nearly complete ambiguity –– little information and little information and 
little knowledgelittle knowledge

A broad range of possible futures with clear A broad range of possible futures with clear 
boundariesboundaries

A number of discrete alternative futuresA number of discrete alternative futures

An almost definite futureAn almost definite future

The costs of informationThe costs of information

The costs of transferring, processing and The costs of transferring, processing and 
storing information have become much storing information have become much 
lowerlower
In its raw form information is almost In its raw form information is almost 
costless.costless.
Search or selection costs are significantSearch or selection costs are significant
Information becomes knowledge when its Information becomes knowledge when its 
relevance to strategy is shownrelevance to strategy is shown

ReadingReading

Who is a reader? A reader might be:Who is a reader? A reader might be:
anyoneanyone
selected individualsselected individuals
the strategiststhe strategists
a strategy divisiona strategy division

Difficulties of reading:Difficulties of reading:
ignorance or lack of expertiseignorance or lack of expertise
dishonesty or corruptiondishonesty or corruption
a culture of inertiaa culture of inertia
lack of status of the reader(s)lack of status of the reader(s)
a tendency to read what is expecteda tendency to read what is expected

Conveying the 
Information to 
the strategist

Absorbing the
knowledge into

strategy

Reading 
the information

The Information Circuit
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An information strategyAn information strategy

The aim is to turn information into The aim is to turn information into 
knowledgeknowledge
Target level of uncertainty?Target level of uncertainty?
Resources to be committed?Resources to be committed?
Selecting the readers and what is to be Selecting the readers and what is to be 
readread
How to link reading with strategy makingHow to link reading with strategy making

Reading the environmentReading the environment

ScanningScanning

MonitoringMonitoring

ForecastingForecasting

AssessingAssessing

ScanningScanning

Rapid and cursory viewing of information Rapid and cursory viewing of information 
sourcessources

The ‘Iceberg’ The ‘Iceberg’ –– only part of what is desired is only part of what is desired is 
visiblevisible

events as indicators of trendsevents as indicators of trends
trends as indicators of changing structurestrends as indicators of changing structures

Looking offLooking off--centrecentre

MonitoringMonitoring

Targeting of what is relevant to a Targeting of what is relevant to a 
particular areaparticular area
Identifying the nature of relevant Identifying the nature of relevant 
opportunities or threatsopportunities or threats
Application of theory to the area Application of theory to the area –– chains chains 
of cause and effectof cause and effect
Tracing through particular developmentsTracing through particular developments

Forecasting and assessingForecasting and assessing

How far can you extrapolate the past?How far can you extrapolate the past?
Identifying elements of instabilityIdentifying elements of instability
How will the forecast changes affect competitive How will the forecast changes affect competitive 
advantage or the risk environment?advantage or the risk environment?
What is the relationship between the macro What is the relationship between the macro 
environment (general environment) and the environment (general environment) and the 
micro environment (immediate environment)?micro environment (immediate environment)?

Ways of thinking about the futureWays of thinking about the future

Reject the possibility of and need for Reject the possibility of and need for 
forecastingforecasting

it is impossible to forecastit is impossible to forecast
the future is not given but needs to be the future is not given but needs to be 
created = foresight (strategy as revolution)created = foresight (strategy as revolution)

Scenario building or planningScenario building or planning
Exact prediction: probabilities Exact prediction: probabilities –– the law of the law of 
large numbers large numbers -- routineroutine
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Different time horizonsDifferent time horizons

Short term Short term –– 22--3 years: period during which successful 3 years: period during which successful 
forecasting and a significant level of planning can occur.forecasting and a significant level of planning can occur.
Medium term Medium term –– 3 3 –– 10 years: forecasting difficult and 10 years: forecasting difficult and 
scenario building necessary.scenario building necessary.
Long term Long term –– more than 10 years: only strategic thinking more than 10 years: only strategic thinking 
of the most general kind possible.of the most general kind possible.
The time periods are the norm but vary from sector to The time periods are the norm but vary from sector to 
sector.sector.
The key issue is the exact timing of events or of a The key issue is the exact timing of events or of a 
change of trendchange of trend

Degree ofDegree of
stabilitystability

Stage of Stage of 
uncertaintyuncertainty

AppropriateAppropriate
strategicstrategic
activityactivity

Short termShort term Predetermined  Predetermined  
elementselements

predominatepredominate

AlmostAlmost
complete complete 
certaintycertainty

StrategicStrategic
PlanningPlanning

Medium Medium 
termterm

Mixed Mixed 
strengthstrength

Discrete options, Discrete options, 
continuous but continuous but 
discrete rangediscrete range

StrategicStrategic
managementmanagement

Long termLong term CriticalCritical
uncertaintiesuncertainties
predominatepredominate

Total ambiguityTotal ambiguity StrategicStrategic
thinkingthinking

The inevitability of predictionThe inevitability of prediction

It is much more common than we think: it is often done It is much more common than we think: it is often done 
intuitively or without thinkingintuitively or without thinking

Exploring causation: endogenous change v. exogenous Exploring causation: endogenous change v. exogenous 
changechange

Business success depends on being able to anticipate an Business success depends on being able to anticipate an 
opportunity or a threatopportunity or a threat

It is much easier to see a threat missed than an It is much easier to see a threat missed than an 
opportunity lost.opportunity lost.

Reading as a flawed process (1)Reading as a flawed process (1)

Prediction fails because of:Prediction fails because of:
A failure of recognition: not identifying the A failure of recognition: not identifying the 
threat in the first placethreat in the first place

A failure of prioritisation: nor according the A failure of prioritisation: nor according the 
threat the significance it deservesthreat the significance it deserves

A failure of mobilization: not committing the A failure of mobilization: not committing the 
resources needed to deal with itresources needed to deal with it

Reading as a flawed process (2)Reading as a flawed process (2)

Reasons for failure:Reasons for failure:
Psychological: cognitive biases of various kinds Psychological: cognitive biases of various kinds --
mainly we see the world as we want it to be.mainly we see the world as we want it to be.
Organizational: fragmentation of both information Organizational: fragmentation of both information 
gathering and of responsibility for decision making gathering and of responsibility for decision making --
nobody sees the whole picture.nobody sees the whole picture.
Political: interests groups push their own barrow Political: interests groups push their own barrow ––
what does not fit is suppressed. what does not fit is suppressed. 

Reading as a flawed process (3)Reading as a flawed process (3)

Outsiders should be used to counter the bias of Outsiders should be used to counter the bias of 
insidersinsiders

CrossCross--functional or crossfunctional or cross--departmental teams departmental teams 
should be set up to prevent fragmentationshould be set up to prevent fragmentation

Forcing mechanisms and sufficient resources Forcing mechanisms and sufficient resources 
should be put into place to ensure reading is should be put into place to ensure reading is 
properly carried outproperly carried out
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Methods of dealing with Methods of dealing with 
uncertainty about the futureuncertainty about the future

Contingency testingContingency testing
Sensitivity analysisSensitivity analysis

Both these assume the existence of Both these assume the existence of 
a strategy and can help in testing its a strategy and can help in testing its 
robustness, that is, its ability to ride robustness, that is, its ability to ride 
unpredictable shocksunpredictable shocks
Scenario building and planningScenario building and planning

Different kinds of riskDifferent kinds of risk

GlobalGlobal

IndustrialIndustrial

CountryCountry

EnterpriseEnterprise

Individual person or individual projectIndividual person or individual project

Global riskGlobal risk

Epidemic disease, e.g. AIDS or SARS; foot and Epidemic disease, e.g. AIDS or SARS; foot and 
mouth or mad cow disease; or rusts and smuts mouth or mad cow disease; or rusts and smuts 
for grainsfor grains
Economic depression Economic depression –– the 1930s depression or the 1930s depression or 
the Asian Economic Crisis of 1997.the Asian Economic Crisis of 1997.
War War –– particularly world warsparticularly world wars
A virulent computer virusA virulent computer virus
Acts of international terrorismActs of international terrorism
The effects of global warming or other The effects of global warming or other 
environmental damageenvironmental damage

The Risk Matrix for an EnterpriseThe Risk Matrix for an Enterprise
Industry riskIndustry risk

Country riskCountry risk

HighHigh LowLow

HighHigh

LowLow

Industry riskIndustry risk

Unforeseen technical change Unforeseen technical change –– only the timing may be only the timing may be 
unforeseenunforeseen
Rapidly changing consumer tastes and fashionsRapidly changing consumer tastes and fashions
A change in competitive conditions A change in competitive conditions –– the forces of the forces of 
competitioncompetition
A change in the rules of the game A change in the rules of the game –– either government either government 
regulation or WTO rulesregulation or WTO rules
Problems arising from the nature of the product or Problems arising from the nature of the product or 
production processproduction process
Problems arising from an increase in the price of inputs Problems arising from an increase in the price of inputs ––
labour, capital or componentslabour, capital or components

Enterprise riskEnterprise risk

Price Price –– differing maturities of assets and differing maturities of assets and 
liabilitiesliabilities
OffOff--thethe--balance sheet liabilitiesbalance sheet liabilities
Operational riskOperational risk
Technical riskTechnical risk
Liquidity riskLiquidity risk
Insolvency riskInsolvency risk
Political risk Political risk 
Transfer riskTransfer risk



21

Scenario buildingScenario building

Aims Aims –– either to help in making a particular either to help in making a particular 
decision or as a perception devicedecision or as a perception device
Either micro or macro orientatedEither micro or macro orientated
Usually three scenarios selected: but do not Usually three scenarios selected: but do not 
average them average them –– the result is meaninglessthe result is meaningless
Three key elements: predetermined elements, Three key elements: predetermined elements, 
driving forces and critical uncertainties driving forces and critical uncertainties 

The stages (1)The stages (1)

1. Define the scope of the exercise1. Define the scope of the exercise
2. Identify the key stakeholders and 2. Identify the key stakeholders and 
players and the motivational issues local players and the motivational issues local 
to the problemto the problem
3. Identify predetermined elements and 3. Identify predetermined elements and 
critical uncertainties.critical uncertainties.
4. Focus on the critical uncertainties4. Focus on the critical uncertainties

The Stages (2)The Stages (2)

5. First drafting of the scenarios5. First drafting of the scenarios
6. Check scenarios for consistency and for 6. Check scenarios for consistency and for 
plausibility and name them.plausibility and name them.
7. Flesh out the scenarios7. Flesh out the scenarios
8. Draw out the implications of the 8. Draw out the implications of the 
scenariosscenarios
9. Monitor the evolution of the scenarios 9. Monitor the evolution of the scenarios 
and select the relevant signpostsand select the relevant signposts

Why build scenarios?Why build scenarios?

To deal with a high level of uncertaintyTo deal with a high level of uncertainty
To counter too many surprises in the pastTo counter too many surprises in the past
To assist an enterprise in a new industry or one To assist an enterprise in a new industry or one 
subject to significant changesubject to significant change
To imitate competitors already using the To imitate competitors already using the 
technique effectivelytechnique effectively
To combat excessive conservatismTo combat excessive conservatism
To stimulate strategic thinkingTo stimulate strategic thinking
To highlight and resolve differences of viewTo highlight and resolve differences of view

Airbus v. BoeingAirbus v. Boeing

Airbus the first genuinely European companyAirbus the first genuinely European company
Boeing the pioneer of mass jet travelBoeing the pioneer of mass jet travel
The industry currently a duopolyThe industry currently a duopoly
The role of government subsidy for both The role of government subsidy for both 
companiescompanies
Size of commitment needed to initiate a new Size of commitment needed to initiate a new 
generation of planesgeneration of planes
The relevant time horizon is very longThe relevant time horizon is very long
How far is the company diversified into other How far is the company diversified into other 
areas?areas?

The A380 projectThe A380 project

The next generation of airliners: The next generation of airliners: 
incorporating new technologyincorporating new technology
Airbus already outAirbus already out--competing Boeing: role competing Boeing: role 
of new project for the companiesof new project for the companies
Different view of the future market Different view of the future market ––
Boeing does not see a market for the new Boeing does not see a market for the new 
plane, Airbus does: see the websites for plane, Airbus does: see the websites for 
their models for predicting demandtheir models for predicting demand
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First mover advantageFirst mover advantage

Economies of scale Economies of scale –– how many planes how many planes 
sold makes a big differencesold makes a big difference

A family of airplanesA family of airplanes

Learning reduces costsLearning reduces costs
The new generation of planes as the The new generation of planes as the 
embodiment of new technical advancesembodiment of new technical advances
Adapting to airline needsAdapting to airline needs

Strategic riskStrategic risk

Strategic risk = country risk + competitive riskStrategic risk = country risk + competitive risk
Strategic risk at its greatest for a duopoly Strategic risk at its greatest for a duopoly ––
cooperation v. opportunism and deceptioncooperation v. opportunism and deception
Anticipating the size of marketAnticipating the size of market
What attributes does the market want?What attributes does the market want?
The cost position for the leaderThe cost position for the leader
The role of bluff: stopping the competitor from The role of bluff: stopping the competitor from 
going ahead with a new project.going ahead with a new project.

The Risk PyramidThe Risk Pyramid

Enterprise risk

Country Industry Competitive

Political Economic

Global

Natural Economic Political


