Strategic Management Session 2 Summary Notes

Chapter 1: Introduction

Firms succeed differently. Some by innovating, some by exploiting operational efficiency. Some seek to grow as much as possible, while others pursue modest growth. Some dominate their market, while others prosper by concentrating on a small market segment/niche.

Strategic management is about developing a set of tools and conceptual maps for uncovering the systematic relationships between the choices the manager makes and the performance the firm realizes. Ie. to make the most out of the firm’s assets.

Firm performance depends both on the actions the firm takes and on the context in which those actions are taken.

Action: deploy existing assets & acquire new ones. eg: GM invested $1B in the new Saturn division eg2: merger & acquisition.

Context:  internal – the assets the firm owns and how they are organized; external – industry characteristics (actual and potential competitors, buyers and suppliers) and non-market factors (regulatory, political and social environment)






Example: Dell vs. Compaq

Dell – focuses on direct sales of customized, personal PC to end-users. Low distribution costs. With this position, actions are directed toward cost-cutting and improving end-users’ point of contact with the company such as user-friendly website.

Compaq – acquired Tandem and DEC (Digital Equipment Corp) who both specialized in serving corporate clients. Efforts are directed towards producing robust technologies for large corporations.

Strategy is dynamic.



Strategic Planning vs. Strategic Thinking

Strategic Planning is a routine process and typically a combination of the strategic analysis and an operating plan and budget 

Reasons why this may not be enough/optimal:

1) Often there’s a mismatch between the timing of the planning process and the dynamics of strategic change

2) The nature of the review process is cumbersome and replete with incentives for playing company politics

3) Most of the emphasis tends to be placed on the budget and operating plans.

Strategic Thinking focuses on a conceptual map and makes managers think on their feet about the impact of changes in their internal and external environment and how they should act accordingly, either proactively or reactively. 

Why bother to have a strategy? In many cases, the actual firm behavior may deviate from the pursuit of the firm’s goal – shareholders’ wealth maximization.

1) Even a for-profit firm may have been established with a social goal as an explicit objective.

2) Agency conflict – goal of managers may not be the same as that of the owners/shareholders. 

Chapter 2: Business Strategy

Key elements of a strategy statement:

· Goals – a clear set of long-term goals toward which strategy is directed. Typically refer to the market position or status that the firm hopes to achieve through its strategy. The “where” of strategy.
· Scope – defines the activities in which the firm will engage. Include a definition of the products, markets, geographies, technologies, and processes. The “what” of strategy.
· Competitive Advantage – The “how” of strategy. How the firm intends to achieve its long-term goals within its chosen scope. A competitive advantage must be sustaining and not copiable by other competitors.
· Logic – The “why” of strategy. Perhaps the most important element of a strategy statement. Typically depicted by a logic loop. For instance:


Benefits of an Explicit Strategy Statement:

· Clarity

· Coordination

· Incentives

· Efficiency

· Evaluation / Adaptation

· Change

The Strategy Process:

1) Strategy Identification – a firm for which strategy is embodied in its routines but has never been articulated, first “reverse engineer” the firms’ routines.

2) Strategy Evaluation

· Testing the logic – eg: SWOT analysis (Strengths, Weaknesses, Opportunities, and Threats)

3) Strategic Option Development

4) Strategic Option Evaluation

5) Strategy Selection

6) Strategy Communication

7) Implementation

Case: BIC Pen Case Takeaways
What is quality? Perceived vs. Actual quality?
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