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The market for strategy texts can be broadly separated into two overarching categories: tra-
ditional application-based and research-based. Traditional application-based strategy books 
represent the first-generation texts with first editions published in the 1980s. The research-
based strategy books represent the second-generation texts with first editions published in 
the 1990s. I wrote this text to address a needed new category—a third generation of strategy 
content that combines into one the student-accessible, application-oriented frameworks of 
the first-generation texts with the research-based frameworks of the second-generation texts. 
The market response to this unique approach to teaching and studying strategy continues to 
be overwhelmingly enthusiastic. 

To facilitate an enjoyable and refreshing reading experience that enhances student learn-
ing and retention, I synthesize and integrate strategy frameworks, empirical research, and 
practical applications with current real-world examples. This approach and emphasis on 
real-world examples offers students a learning experience that uniquely combines rigor and 
relevance. As John Media of the University of Washington’s School of Medicine and life-
long researcher on how the mind organizes information explains:

How does one communicate meaning in such a fashion that learning is improved? A simple 
trick involves the liberal use of relevant real-world examples, thus peppering main learning 
points with meaningful experiences. . . . Numerous studies show this works. . . . The greater the 
number of examples . . . the more likely the students were to remember the information. It’s 
best to use real-world situations familiar to the learner. . . . Examples work because they take 
advantage of the brain’s natural predilection for pattern matching. Information is more readily 
processed if it can be immediately associated with information already present in the brain. We 
compare the two inputs, looking for similarities and differences as we encode the new informa-
tion. Providing examples is the cognitive equivalent of adding more handles to the door. 
[The more handles one creates at the moment of learning, the more likely the information can 
be accessed at a later date.] Providing examples makes the information more elaborative, more 
complex, better encoded, and therefore better learned.*

Strategic Management brings conceptual frameworks to life via examples that cover products 
and services from companies with which students are familiar, such as Facebook, Amazon, 
Google, Tesla, Starbucks, Apple, McDonald’s, Nike, Disney, Airbnb, and Uber. Liberal use 
of such examples aids in making strategy relevant to students’ lives and helps them internal-
ize strategy concepts and frameworks. Integrating current examples with modern strategy 
thinking, I prepare students with the foundation they need to understand how companies 
gain and sustain competitive advantage. I also develop students’ skills to become successful 
leaders capable of making well-reasoned strategic decisions in a turbulent 21st century. 

I’m pleased to introduce the new 5th edition of Strategic Management. My distinctive 
approach to teaching strategy not only offers students a unique learning experience that com-
bines theory and practice, but also provides tight linkages between concepts and cases. In 
this new 5th edition, I build upon the unique strengths of this product, and continue to add 
improvements based upon hundreds of insightful reviews and important feedback from pro-
fessors, students, and working professionals. The hallmark features of this text continue to be:

■ Student engagement via practical and relevant application of strategy concepts using a 
holistic Analysis, Formulation, and Implementation (AFI) Strategy Framework. 

■ Synthesis and integration of empirical research and practical applications combined 
with relevant strategy material to focus on “What is important?” for the student and 
“Why is it important?”

 *Medina, J. (2014), Brain Rules: 12 Principles for Surviving and Thriving at Work, Home, and School. (Seattle: Pear Press), 139–140.

PREFACE
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PREFACE xv

■	 Strong emphasis on diversity and inclusion	by	featuring	a	wide	range	of	strategic	leaders	
from	different	backgrounds	and	fields,	not	just	in	business,	but	also	in	entertainment,	
professional	sports,	and	so	forth.

■	 Coverage of a	wide array of organizations, including	for-profit	public	(Fortune	100)	com-
panies,	private	firms	(including	startups),	as	well	as	nonprofit	organizations.	All	of	
them	need	a	good	strategy!	

■	 Global perspective,	with	a	focus	on	competing	around	the	world,	featuring	many	leading	
companies	from	Asia,	Europe,	and	Latin	America,	as	well	as	North	America.	I	was	for-
tunate	to	study,	live,	and	work	across	the	globe,	and	I	attempt	to	bring	this	cosmopoli-
tan	perspective	to	bear	in	this	text.

■	 Direct personal applications	of	strategy	concepts	to	careers	and	lives	to	help	internalize	
the	content	(including	the	popular	myStrategy	modules	at	the	end	of	each	chapter).

■	 Industry-leading digital delivery option	(Create),	adaptive learning system	(SmartBook),	
and	online assignment and assessment system	(Connect).

■	 Standalone	module	on	How to Conduct a Case Analysis.
■	 High-quality Cases,	well	integrated	with	text	chapters	and	standardized,	high-quality 

and detailed teaching notes;	there	are	three	types	of	cases	that	come	with	this	text:
■	 12 ChapterCases begin	and	end	each	chapter,	framing	the	chapter	topic	and	content.
■	 12 MiniCases in	Part	4	of	the	book,	with	one	MiniCase	tailored	specifically	to	each	

chapter	with	accompanying	discussion	questions.	All	of	the	cases	are	based	on	
original	research,	provide	dynamic	opportunities	for	students	to	apply	strategy	
concepts	by	assigning	them	in	conjunction	with	specific	chapters,	and	can	be	used	
in	a	variety	of	ways	(as	individual	assignments,	group	work,	and	in	class).

■	 22 full-length Cases, authored	or	co-authored	by	Frank	T.	Rothaermel	specifi-
cally	to	accompany	this	text;	12	of	these	cases	are	included	complimentary	in	
5e  Connect. 

I	have	taken	great	pride	in	authoring	all	the	case	materials	that	accompany	this	text.	
This	additional	touch	is	a	differentiating	feature	from	other	offerings	on	the	market	and	
allows	for	strict	quality	control	and	seamless	 integration	with	chapter	content.	All	case	
materials	come	with	sets	of	questions	to	stimulate	class	discussion	and	provide	guidance	for	
written	assignments.	High-quality	case	teaching	notes	that	more	fully	integrate	content	and	
cases	are	available	to	instructors	in	the	Connect Library.

In	addition	 to	 these	 in-text	 cases,	McGraw-Hill’s	 custom-publishing	Create	program	
offers	all	of	the	cases	and	teaching	notes	accompanying	the	current	as	well	as	prior	editions	
(www.mcgrawhillcreate.com/rothaermel).

What’s New in the Fifth Edition?
I	have	revised	and	updated	the	new	edition	in	the	following	ways,	many	of	which	were	inspired	
by	conversations	and	feedback	from	the	many	users	and	reviewers	of	the	prior	editions.

OVERVIEW OF MAJOR CHANGES IN 5E
■	 Section	“Stakeholder	Strategy	and	Competitive	Advantage”	now	in	Chapter	1.
■	 Section	“Vision,	Mission,	and	Values”	now	in	Chapter	2.
■	 New	section	“Strategic	Decision	Making”	in	Chapter	2.
■	 New	section	“From	External	to	Internal	Analysis”	in	Chapter	4.
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■	 Three	new	ChapterCases: Five	Guys	(Chapter	4),	Alphabet	and	Google	(Chapter	11),	
and	Theranos	(Chapter	12);	all	other	ChapterCases	revised	and	updated.

■	 All	new	or	updated	and	revised	Strategy Highlights	(two	per	chapter).
■	 Revised	and	updated	module	on	How to Conduct a Case Analysis.
■	 Five	new	MiniCases	(Uber,	PayPal,	JCPenney,	GE,	and	BlackBerry),	featuring	not	

only	success	stories	but	also	failures;	all	other	MiniCases	revised	and	updated.	One	
MiniCase	per	chapter,	tightly	integrated	with	learning	objectives.	Detailed	and	
high-quality	teaching	notes	are	available	in	the	Connect	Library.

■	 Three	new	full-length Cases	(Airbnb,	Nike,	and	The	Vanguard	Group);	all	other	
cases	including	most	popular	ones	such	as	Amazon,	Apple,	Best	Buy,	Facebook,	
McDonald’s,	and	Tesla,	among	others,	are	revised	and	updated.	Detailed	and	
updated	case	teaching	notes,	as	well	as	financial	data	for	these	cases,	are	available	
in	the	Connect	Library.

IN DETAIL
CHAPTER 1
■	 Revised	and	updated	ChapterCase:	“Tesla’s	Secret	Strategy”
■	 New	Strategy	Highlight:	“Does	Twitter	have	a	Strategy?”
■	 New	Strategy	Highlight:	“Merck’s	Stakeholder	Strategy”
■	 Improved	chapter	flow	through	moving	the	updated	section	“Stakeholder	Strategy	and	

Competitive	Advantage”	into	Chapter	1	(from	Chapter	2)

CHAPTER 2
■	 Revised	and	updated	ChapterCase:	“Leadership	Crisis	at	Facebook?”
■	 New	section:	“Strategic	Decision	Making”
■	 New	exhibit:	“Two	Distinct	Modes	of	Decision	Making”
■	 New	exhibit:	“How	to	Use	a	Devil’s	Advocate	to	Improve	Strategic	Decision	

Making”
■	 New	Strategy	Highlight:	“Teach	for	America:	How	Wendy	Kopp	Inspires	Future	

Leaders”
■	 Improved	chapter	flow	through	moving	the	updated	section	“Vision,	Mission,	and	

Values”	into	Chapter	2	(from	Chapter	1)

CHAPTER 3
■	 Revised	and	updated	ChapterCase:	“Airbnb:	Disrupting	the	Hotel	Industry”
■	 New	Strategy	Highlight:	“Blockbuster’s	Bust”
■	 New	Strategy	Highlight:	“From	League	of	Legends	to	Fortnite:	The	Rise	of	e-Sports”

CHAPTER 4
■	 New	ChapterCase:	“Five	Guys’	Core	Competency:	‘Make	the	Best	Burger,	Don’t	

Worry	about	Cost’”
■	 New	section:	“From	External	to	Internal	Analysis”
■	 New	Strategy	Highlight:	“Dr.	Dre’s	Core	Competency:	Coolness	Factor”
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CHAPTER 5
■ Revised and updated ChapterCase: “The Quest for Competitive Advantage: Apple vs. 

Microsoft”
■ New Strategy Highlight: “PepsiCo’s Indra Nooyi: Performance with a Purpose”

CHAPTER 6
■ Revised and updated ChapterCase: “JetBlue Airways: En Route to a New Blue 

Ocean?”
■ New Strategy Highlight: “Cirque du Soleil: Finding a New Blue Ocean?”

CHAPTER 7
■ Revised and updated ChapterCase: “Netflix: Disrupting the TV Industry”
■ New Strategy Highlight: “Wikipedia: Disrupting the Encyclopedia Business”

CHAPTER 8
■ Revised and updated ChapterCase: “Amazon's Corporate Strategy”
■ New Strategy Highlight: “P&G Diversification Strategy: Turning the Tide?”

CHAPTER 9
■ Revised and updated ChapterCase: “Little Lyft Gets Big Alliance Partners and Beats 

Uber in Going Public”

CHAPTER 10
■ Revised and updated ChapterCase: “IKEA: The World’s Most Profitable Retailer”
■ New Strategy Highlight “Does GM’s future lie in China?”

CHAPTER 11
■ New ChapterCase: “‘A’ is for Alphabet and ‘G’ is for Google”
■ New exhibit: “Formal and Informal Building Blocks of Organizational Design”
■ New Strategy Highlight: “Zappos: Of Happiness and Holacracy”

CHAPTER 12
■ New ChapterCase: “Theranos: Bad Blood”
■ New Strategy Highlight: “HP’s Board Room Drama and Divorce”
■ New Strategy Highlight: “VW’s Dieselgate: School of Hard NOx”

MINICASES
■ 12 MiniCases, one for each chapter; each MiniCase is closely tied to the chapter’s 

learning objectives and includes discussion questions and detailed teaching notes.
■ Five new MiniCases: Uber, PayPal, JCPenney, GE, and BlackBerry
■ The most popular MiniCases from the prior editions have been updated and revised.

rot6128x_fm_i-xxviii_1.indd   17 11/26/19   7:34 PM



xviii PREFACE

FULL-LENGTH CASES
■ Three new full-length cases (Airbnb, Nike, and The Vanguard Group); all other cases, 

including most popular ones such as Amazon, Apple, Best Buy, Facebook, 
McDonald’s, and Tesla, are updated and revised.

■ Detailed and updated case teaching notes as well as financial data for these cases are 
available for instructors in the Connect Library.

CONNECT
■ 12 full-length Cases are now included—complimentary—for students in 5e Connect. 

Detailed case teaching notes are available in the Connect Library. All full-length cases 
included in 5e Connect were authored by Frank T. Rothaermel. 

Connect, McGraw-Hill’s online assignment and assessment system, offers a wealth of con-
tent for both students and instructors. Assignable activities include the following:

■ SmartBook, one of the first fully adaptive and individualized study tools, provides stu-
dents with a personalized learning experience, giving them the opportunity to practice 
and challenge their understanding of core strategy concepts. It allows the instructor to 
set up all assignments prior to the semester, to have them auto-released on preset dates, 
and to receive auto-graded progress reports for each student and the entire class. Stu-
dents love SmartBook because they learn at their own pace, and it helps them to study 
more efficiently by delivering an interactive reading experience through adaptive high-
lighting and review.

■ Application Exercises (such as Whiteboard Animation video cases, MiniCase case 
analyses, click-and-drag activities, and new case exercises for all 12 full-length 
cases that are available in Connect) require students to apply key concepts, 
thereby closing the knowing and doing gap, while providing instant feedback for 
the student and progress tracking for the instructor.

INSTRUCTOR RESOURCES
The Instructor Resources located in Connect provide the following teaching tools, all of 
which have been tested and updated with this edition:

■ The Teacher’s Resource Manual (TRM) includes thorough coverage of each chapter, 
as well as guidance for integrating Connect—all in a single resource. Included in this 
newly combined TRM, which retains favorite features of the previous edition’s 
Instructor’s Manual, is the appropriate level of theory, framework, recent applica-
tion, additional company examples not found in the textbook, teaching tips, Power-
Point references, critical discussion topics, and answers to end-of-chapter exercises.

■ The PowerPoint (PPT) slide decks, available in an accessible version for individuals 
with visual impairment, provide comprehensive lecture notes, video links, and addi-
tional company examples not found in the textbook. Options include instructor media-
enhanced slides as well as notes with outside application examples. All slides can be 
edited by individual instructors to suit their needs.

■ The Test Bank includes 100 to 150 questions per chapter, in a range of formats and 
with a greater-than-usual number of comprehension, critical-thinking, and application 
or scenario-based questions. Each question is tagged to learning objectives, Bloom’s 
Taxonomy levels, and AACSB compliance requirements. Many questions are new and 
written especially for this new edition.
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■ The Video Guide includes video links that relate to concepts from chapters. The video 
links include sources such as Big Think, Stanford University’s Entrepreneurship Cor-
ner, The McKinsey Quarterly, ABC, BBC, CBS, CNN, ITN/Reuters, MSNBC, NBC, 
PBS, and YouTube.

CREATE
■ Create, McGraw-Hill’s custom-publishing tool, is where you access additional full-

length cases (and Teaching Notes) beyond those included complimentary in Connect 
that accompany Strategic Management (http://www.mcgrawhillcreate.com/Rothaermel). 
You can create customized course packages in print and/or digital form at a competi-
tive price point. 

■ Through Create, you will be able to select from all author-written cases as well instruc-
tor-written cases that match specifically with the new 5th edition. Create also contains 
cases from Harvard, Ivey Darden, NACRA, and much more! You can assemble your 
own course, selecting the chapters, cases (multiple formats), and readings that will 
work best for you, or choose from several ready-to-go, author-recommended complete 
course solutions, which include chapters, cases, and readings, preloaded in Create. 
Among the preloaded solutions, you’ll find options for undergraduate, MBA, 
accelerated, and other strategy courses.
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Make it simple,  
make it affordable. 
 
Connect makes it easy with seamless 
integration using any of the major  
Learning Management Systems— 
Blackboard®, Canvas, and D2L, among 
others—to let you organize your course  
in one convenient location. Give your 
students access to digital materials at  
a discount with our inclusive access 
program. Ask your McGraw-Hill  
representative for more information.

Solutions for your 
challenges.
 
A product isn’t a solution. Real 
solutions are affordable, reliable, 
and come with training and  
ongoing support when you need it 
and how you want it. Our Customer 
Experience Group can also help 
you troubleshoot tech problems—
although Connect’s 99% uptime 
means you might not need to call 
them. See for yourself at status.
mheducation.com

65%
Less Time  
Grading

FOR INSTRUCTORS

®
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Laptop: McGraw-Hill; Woman/dog: George Doyle/Getty Images

You’re in the driver’s seat.
Want to build your own course? No problem. Prefer to use our turnkey, 
prebuilt course? Easy. Want to make changes throughout the semester? 
Sure. And you’ll save time with Connect’s auto-grading too.

They’ll thank you for it.
Adaptive study resources like SmartBook® 2.0 help 
your students be better prepared in less time. You 
can transform your class time from dull definitions to 
dynamic debates. Find out more about the powerful 
personalized learning experience available in 
SmartBook 2.0 at www.mheducation.com/highered/
connect/smartbook
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No surprises. 
The Connect Calendar and Reports tools keep you on track with the 
work you need to get done and your assignment scores. Life gets busy; 
Connect tools help you keep learning through it all.

Learning for everyone. 
McGraw-Hill works directly with Accessibility Services 
Departments and faculty to meet the learning needs 
of all students. Please contact your Accessibility 
Services office and ask them to email  
accessibility@mheducation.com, or visit  
www.mheducation.com/about/accessibility  
for more information.

“I really liked this 
app—it made it easy 
to study when you 
don't have your text-
book in front of you.”

FOR STUDENTS

- Jordan Cunningham,  
Eastern Washington University

Top: Jenner Images/Getty Images, Left: Hero Images/Getty Images, Right: Hero Images/Getty Images

Calendar: owattaphotos/Getty Images

Study anytime, anywhere.
Download the free ReadAnywhere app and access your 
online eBook or SmartBook 2.0 assignments when it’s 
convenient, even if you’re offline. And since the app 
automatically syncs with your eBook and SmartBook 2.0 
assignments in Connect, all of your work is available  
every time you open it. Find out more at  
www.mheducation.com/readanywhere

Effective, efficient studying.
Connect helps you be more productive with your study time and get better grades using tools like 
SmartBook 2.0, which highlights key concepts and creates a personalized study plan. Connect sets you 
up for success, so you walk into class with confidence and walk out with better grades.
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