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Tom originated this book in the late 1970s and with his friend David Hunger brought the first
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succession. After battling bone cancer, Tom died in Saint Petersburg, Florida, on December 24,

2011. David died in St. Joseph, Minnesota on April 10, 2014 after fighting cancer himself. It was
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Lori and Derek, Merry and Dylan, and Edan and Greyson.

We love you David/Dad/GrandDad.
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Preface

Welcome to the 15th edition of Concepts in Strategic Management and Business Policy!
All of the chapters have been updated and we have added one new chapter on Global
Strategy.

The theme that runs throughout all 13 chapters of this edition continues our view
from the 14th edition that there are three strategic issues that comprise the corner-
stone all organizations must build upon to push their businesses forward. Those are
globalization, innovation, and sustainability. Each chapter incorporates specific
vignettes about these three themes. We strive to be the most comprehensive and prac-
tical strategy book on the market, with chapters ranging from corporate governance
and social responsibility to competitive strategy, functional strategy, and strategic
alliances.

FEATURES NEW TO THIS 15TH EDITION
This edition of the text has:

A completely new Chapter (9) on Global Strategy. While we discuss globalization
in every chapter of the book, including a Global Issues section in each chapter,
we have called out a stand-alone chapter to address the key issues of entry, inter-
national coordination, stages of international development, international employ-
ment, and measurement of performance.

New and updated vignettes on sustainability (which is widely defined as business
sustainability), globalization (which we view as an expectation of business), and
innovation (which is the single most important element in achieving competitive
advantage) appear in every chapter of the text.

Every example, chapter opening, and story has been updated. This includes chap-
ter opening vignettes examining companies such as: Tesla, Pizza Hut, UNIQLO,
Kaércher, Purbani Group, and United Airlines among many others.

Resource-based analysis and more specifically the VRIO framework (Chapter 5)
has been added to the toolbox of students’ understanding of core competencies
and competitive advantage with a significant addition of material and a practical
example.

Extensive additions have been made to the text from both strategy research and
practical experience.




Thirteen new comprehensive cases have been added to the main book, Strategic
Management and Business Policy, to support the 14 popular full-length cases and
6 mini-cases carried forward from past editions. Of the 33 cases appearing in this
book, 19 are exclusive and do not appear in other books.

One of the new cases deals with privacy (Google and the Right to Be Forgotten).
One of the new cases deals with governance (American Red Cross).

One of the new cases deals with conscious capitalism (Chipotle).

Two of the new cases deal with international issues (Uber, Harley Davidson).
One of the new cases involves Internet companies (Pandora Internet Radio).
One of the new cases deals with Sports and Leisure (Town Sports Int’l).

One of the new cases deals with Apparel (J.C. Penney).

Three of the new cases deal with Food and Beverages (Pepsi, Sonic Restaurants).
Two of the new cases deal with Retailing (Target, Staples).

One of the new cases deals with Manufacturing (Snap-on Tools).

HOW THIS BOOK IS DIFFERENT FROM OTHER STRATEGY
TEXTBOOKS

This book contains a Strategic Management Model that runs through the first 12 chap-
ters and is made operational through the Strategic Audit, a complete case analysis
methodology. The Strategic Audit provides a professional framework for case analysis
in terms of external and internal factors and takes the student through the generation
of strategic alternatives and implementation programs.

To help the student synthesize the many factors in a complex strategy case, we
developed three useful techniques:

The External Factor Analysis (EFAS) Table in Chapter 4

This reduces the external opportunities and threats to the 8 to 10 most important
external factors facing management.

The Internal Factor Analysis (IFAS) Table in Chapter 5

This reduces the internal strengths and weaknesses to the 8 to 10 most important
internal factors facing management.

The Strategic Factor Analysis Summary (SFAS) Matrix in Chapter 6

This condenses the 16 to 20 factors generated in the EFAS and IFAS tables into
the 8 to 10 most important (strategic) factors facing the company. These strategic
factors become the basis for generating alternatives and act as a recommendation
for the company’s future direction.

Suggestions for case analysis are provided in Appendix 13.B (end of Chapter 13)
and contain step-by-step procedures on how to use a strategic audit in analyzing a
case. This appendix includes an example of a student-written strategic audit. Thou-
sands of students around the world have applied this methodology to case analysis
with great success.



FEATURES

This edition contains many of the same features and content that helped make previ-
ous editions successful. Some of the features include the following:

CHAPTER 1

After reading this chapter, you should be able to:
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The strategic audit, a way to opera-
tionalize the strategic decision-
making process, serves as a checklist
in case analysis. (Chapter 1)

FIGURE 2-1 Board of Directors’ Continuum
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A strategic management
model runs throughout the
first 12 chapters as a unify-
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Social responsibility and managerial ethics are
— }:::;z;m.,i.m,s examined in detail in terms of how they affect

strategic decision making. They include the pro-
cess of stakeholder analysis and the concept of
e Norgemen el social capital. (Chapter 3)
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Suggestions for in-depth case analysis provide a complete listing of financial
ratios, recommendations for oral and written analysis, and ideas for further
research. (Chapter 13)
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PREFACE

The strategic audit worksheet is based on the
time-tested strategic audit and is designed to help
students organize and structure daily case prepa-
ration in a brief period of time. The worksheet
works exceedingly well for checking the level of
daily student case preparation—especially for
open class discussions of cases. (Chapter 13)

Analysis

Comments

-
===

Strategic Audit Heading

I Current Situation

A. Past Corporate Performance Indexes

B. Strategic Posture:
Current Mission
Current Objectives
Current Strategies

Current Policies
SWOT Analysis Begi
I

Corporate Governance
A Board of Directors

B. Top Management

External Environment (EFAS):
ities and Threats (SWOT)

A. Natural Environment

B. Societal Environment

C. Task Environment (Industry Analysis)

IV, Internal Environment (IFAS):
Strengths and Weaknesses (SWOT)

A Corporate Structure

B. Corporate Culture

C. Corporate Resources
Marketing
Finance

Research and Development

Operations and Logistics.
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Human Resources

Information Technology
V. Analysis of Strategic Factors (SFAS)

A. Key Internal and External
Strategic Factors (SWOT)

B. Review of Mission and Objectives

SWOT Analysis Ends. Recommendation Begins:
VI,

Alternatives and Recommendations

A, Strategic Alternatives—pros and cons,

B. Recommended Strategy

Implementation

I._Evaluation and Control

End of Chapter SUMMARY

Every day, about 17 truckloads of used diesel engines and other parts are dumped at a
receiving facility at Caterpillar’s ing plant in Corinth, Mississippi. The filthy
iron engines are then broken down by two workers, who manually hammer and drill for
half a day until they have taken every bolt off the engine and put cach component into its
own bin. The engines are then cleaned and remade at half of the cost of a new engine and
sold for a tidy profit. This system works at Caterpillar because, as a general rule, 70% of

the cost to build something new is in the materials and 30% is in the labor. Remanufactur- AIl experiential exercise fOCUSiIlg on

ing simply starts the manufacturing process over again with materials that are essentially
free and which already contain most of the energy costs needed to make them. The would- . .
be discards become fodder for the next product, climinating waste, and cutting costs. the material covered in each chapter
Caterpillar’s was 50 i by the ing operation that they .

made the business a separate division in 2005. The unit earned more than US$1 billion in he]ps the reader app]y strate gIC con-
cepts to an actual situation.

NOTE: See the complete Strategic Audit on pages 32-39. Tt lists the pages in the book that discuss each of
the eight headings.

SOURCE:T. L. Wheelen and J. D. Hunger, “Strategic Audit Worksheet.” Copyright © 1985, 1986, 1987 1988,
1989, 2005, and 2009 by T. L. Wheelen. Copyright © 1959, 2005, and 2009 by Wheelen and Hunger Associ-
ates. Revised 1991, 1994, and 1997 Reprinted by permission. Additional copies available for classroom use
in Part D of the Case Instructor’s Manual and on the Prentice Hall Web site (www.prenhall.com/wheelen).

sales in 2005 and by 2012 employed more than 8500 workers in 16 countries

Caterpillar’s remanufacturing unit was successful not only because of its ability to
wring productivity out of materials and labor, but also because it designed its prod-
ucts for reuse. Before they are built new, remanufactured products must be designed
for disassembly. In order to achieve this, Caterpillar asks its designers to check a
“Reman” box on Caterpillar’s product development checklist. The company also
needs to know where its products are being used in order to take them back—known
as the art of reverse logistics. This is achieved by Caterpillar’s excellent relationship
with its dealers throughout the world, as well as through financial incentives. For
example, when a customer orders a crankshaft, that customer is offered a remanu-

factured one for half the cost of a new one —assuming the customer turns in the old

A list of key terms and the pages on
which they are discussed let the reader
keep track of important concepts as they
are introduced in each chapter.

End of Chapter SUMMARY

Strategy implementation is where “the rubber hits the road.” Environmental scanning
and strategy are crucial i but are only the beginning
of the process. The failure to carry a strategic plan into the day-to-day operations of the
workplace is a major reason why strategic planning often fails to achieve its objectives.
Itis discouraging to note that in one study nearly 70% of the strategic plans were never
successfully implemented.™

For a strategy to be successfully implemented, it must be made action-oriented. This
is done through a series of programs that are funded through specific budgets and con-
tain new detailed This is what Sergio i did when he
a turnaround strategy as the new Fiat Group CEO in 2004. He attacked the lethargic,
bureaucratic system by flattening Fiats structure and giving younger managers a larger
amount of authority and responsibility. He and other managers worked to reduce the
number of auto platforms from 19 to 6 by 2012. The time from the completion of the
design process to new car production was cut from 26 to 18 months. By 2008, the Fiat
auto unit was again profitable. Marchionne reintroduced Fiat to the U.S. market in
2012 after a 27-year absence.” Unfortunately, Fiat struggled to gain any traction in
the U.S. market. Despite a strong marketing campaign and a number of cars designed
specifically for the market, by 2016 sales had stalled at 44,000 cars a year. The company
has remained strongly profitable and even acquired 100% of Chrysler in 2014.7

This chapter explains how jobs and organizational units can be designed to sup-
port a change in strategy. We will continue with staffing and directing issues in strategy
implementation in the next chapter.
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budget (p. 301)

cellular/modular organization
(p.314)

first mover (p. 299)

‘geographic-area structure (p. 317)

job design (p. 316)

late movers (p. 299)

market location tactic (p. 299)

matrix structures (p. 310)
network structure (p. 312)
organizational life cycle (p. 309)
procedures (p. 301)
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program (p. 298)
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strategy implementation (p. 296)
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timing tactic (p. 299)

virtual organization (p. 312)
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Learning objectives begin each chapter.

Timely, well-researched, and class-tested cases deal with interesting companies
and industries. Many of the cases are about well-known, publicly held corpora-
tions—ideal subjects for further research by students wishing to “update” the
cases.

Both the text and the cases have been class-tested in strategy courses and revised based
on feedback from students and instructors. The first 12 chapters are organized around a
strategic management model that begins each chapter and provides a structure for both
content and case analysis. We emphasize those concepts that have proven to be most
useful in understanding strategic decision making and in conducting case analysis. Our
goal was to make the text as comprehensive as possible without getting bogged down
in any one area. Extensive endnote references are provided for those who wish to learn
more about any particular topic. All cases are about actual organizations. The firms
range in size from large, established multinationals to small, entrepreneurial ventures,
and cover a broad variety of issues. As an aid to case analysis, we propose the strategic
audit as an analytical technique.

SUPPLEMENTS

At www.pearsonglobaleditions.com/Wheelen instructors can access teaching
resources available with this text in a downloadable, digital format. Registra-
tion is simple and gives you immediate access to new titles and editions. Please
contact your Pearson sales representative for your access code. 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.
In case you ever need assistance, our dedicated technical support team is ready
to assist instructors with questions about the media supplements that accompany
this text. Visit for answers to frequently asked questions. This title has the follow-
ing electronic resources.

Instructor’'s Manual

The comprehensive Instructor’s Manual has been carefully constructed to accompany
this book.

Concepts Instructor’s Manual
To aid in discussing the 13 strategy chapters, the Concepts Instructor’s Manual includes:

Suggestions for Teaching Strategic Management: These include various teaching
methods and suggested course syllabi.

Chapter Notes: These include summaries of each chapter, suggested answers to
discussion questions, and suggestions for using end-of-chapter cases/exercises and
part-ending cases, plus additional discussion questions (with answers) and lecture
modules.
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PowerPoint Slides

PowerPoint slides, provided in a comprehensive package of text outlines and figures cor-
responding to the text, are designed to aid the educator and supplement in-class lectures.

Test Item File

The Test Item File contains over 1200 questions, including multiple-choice, true/false,
and essay questions. Each question is followed by the correct answer, AACSB cat-
egory, and difficulty rating.

TestGen

TestGen software is preloaded with all of the Test Item File questions. It allows instruc-
tors to manually or randomly view test questions, and to add, delete, or modify test-
bank questions as needed to create multiple tests.

VIDEO LIBRARY

Videos illustrating the most important subject topics are available in the following
format:

MyLab—available for instructors and students, provides round the clock instant
access to videos and corresponding assessment for Pearson textbooks.
Contact your local Pearson representative to request access to either format.
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