Session 1 Reading:  SBE pgs. 3-22 and 30-34.

Introduction:

· A firm’s nonmarket environment includes the social, political, and legal arrangements that structure interactions outside of, but in conjunction with, markets and private agreements.  The non-market environment has increased in importance & complexity – demands increased managerial importance.

· Public institutions differ from markets and private institutions because of characteristics such as majority rule, due process, broad enfranchisement, collective action, and "publicness."

· Obvious:  firms usually deal w/nonmarket issues in proportion to their effects on performance.

· In nonmarket environments, strategies are intermediated by public and private institutions, including legislatures, courts, regulatory agencies, and public sentiment.

The 4 I’s:

Issues:  

· Basic unit of analysis and the focus on nonmarket action (several examples in book, ie: safety, biotechnology issues, etc.).  

· Nonmarket issues have consequences, or raises concerns, that cannot be internalized in a private arrangement such a contract or market transaction.  

· A firm’s nonmarket issue agenda displays the set of issues the firm must address.

· Nonmarket issues have 5 basis sources:  scientific discovery and technological advancement, new understandings, institutional change, interest group activity, and moral concerns.

· Four approaches to dealing with nonmarket issues:  reactive, conciliatory, prepared, and proactive.  Proactive is obviously the most effective.

Interests:  Those who have an economic – or distributive – stake in the issue (see examples on pgs. 12-13).

Institutions:  Nonmarket activities take place within and outside public and nonpublic (ie: press or public sentiment) institutions, as well the set of laws and regulations established by these institutions.  These institutions make decisions and serve as arenas in which competing interests contest issues.  

Information:  Refers to what interests and institutional officeholders know about the issues, the consequences of alternative courses of actions, and the preferences of those concerned with an issue.  Foundation of lobbying strategies.  Central to the strategies of firms.  

5 Stages of Non-Market Issues:  i) issue identification, ii) interest group formation, iii) legislation, iv) administration, and v) enforcement.  

Timing and the Non Market Issue Life Cycle:  as an issue progresses through a lifecycle, its impact on a firm and its management tends to increase.  The earlier a firm catches an issue in its lifecycle/stages (see above), the greater the flexibility and the wider range of opportunities it will face.

Integrated Strategy:  nonmarket strategies are concerted patterns of actions taken in the nonmarket environment to create value by improving overall performance.

· The more a firm’s activities are controlled by government, the more important nonmarket strategies become (ie: regulation in telecom, etc.)

What affects the opportunities of a firm:  government control, the public climate in which a firm operates, and ethical considerations.

