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INTRODUCTION

You know that the skills taught in MBA programs are essential
to success in business today, but you can’t afford either the
tuition or the time away from your job. Or maybe you received
an MBA several years ago and feel that some of the ideas and
references you have in your notebooks are outdated.

This book is geared to those of you who want to learn more
about the kinds of material covered in the top business
schools without actually having to spend the time and money
involved in attending an MBA program. Each chapter intro-
duces you to the most important ideas from some of the most
critical business school disciplines: strategy, communication,
marketing, organizational behavior, economics, accounting,
finance, entrepreneurship, and international business.

In addition, we have included a chapter on conducting the
job search. Most top business school programs put a heavy
emphasis on helping students to get jobs, and this chapter
reflects that emphasis.

Each chapter follows a similar format. Chapters start with
the basics of each discipline. We have tried to provide you
with the most current thinking culled from top experts in each
field. The overview is not meant to be comprehensive, but
rather to give readers the essence of a topic.

Lists of Internet Resources and Critical References follow
the basics for each chapter. These are the most critical and
up-to-date resources to mine the ideas that have shaped and

xv
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continue to shape the thinking behind each discipline. Those
of you who want more detailed information will benefit from
this extensive list of the best sites, books, articles, and jour-
nals in each field.

The Key Concepts section is found at the end of the book—
these are terms that you really need to know to understand
each field, alphabetized for easy reference. Here you will find
all of the most important terms and ideas that people who
work in these fields use and understand.

This second edition has been thoroughly updated and
revised to reflect the dramatic changes that have taken place
in the world of business since the first edition was published
in 1997. In addition, we have moved the Key Concepts section
to the back of the book to provide you with a handy reference
for terms you need defined both as you read and in your daily
work.

In all, the second edition of the Fast Forward MBA Pocket
Reference should become an invaluable companion for you
whether you just want to know a little bit about a topic or are
seeking a more comprehensive look into a discipline. We hope
that you will find the information easy to use, and that you
use it to great success.

Paul A. Argenti
Hanover, New Hampshire
June 2002



Strategy

Strategy, in simplest terms, is one’s plan to reach predeter-
mined goals. A corporation frequently sets goals to increase
profitability, to reach new revenue levels, and to be the lead-
ing producer of its products. This company’s strategy then
becomes a roadmap to reach these goals through a series of
actions and analyses.

However, a company’s strategy is rarely crystal clear. Many
managers find it extremely difficult to state their corporate
strategies, let alone describe how these may differ from those
of their competitors and business partners. Deciphering—and
in many cases redefining—one’s strategy can be a time-
consuming yet effective process to help propel a business for-
ward into a more efficient or profitable enterprise and a more
cohesive culture.

Countless theories and frameworks have been developed to
assist business leaders in evaluating their corporate strate-
gies. As opposed to going through dry and lengthy discussions
of each strategic tool, this chapter offers a case example to
illustrate how to analyze a business situation strategically. We
will follow this case example to explore a few of the strategic
frameworks a manager might use. And, finally, we will briefly
discuss some additional strategic frameworks you may want
to keep in mind. Note that different businesses at various
stages in their life cycles may require different strategic tools,
and a specific business problem or competitive environment




may require a completely unique strategic response. These
tools are only meant to be frameworks from which a manager
can create an applicable and effective strategy.

CASE EXAMPLE: REDD’S FUN PARK,
HATSVILLE, TEXAS

Redd’s is an outdoor fun park situated on 15 acres of land in
Hatsville, Texas, 30 miles outside of San Antonio. Redd’s is
owned and operated by Bill and Joan Redd and their extended
family, and has been known in the area as a good family fun
place for the past 12 years. For the first 10 years, the fun park
had two main attractions: a nine-hole mini golf course, and a
speedway race track with mini race cars similar to those
found at Disneyland. Two years ago, Redd’s expanded and
built a new high-speed roadster racetrack and a building that
houses a snack-bar-type restaurant, full-service bar, pool
tables, and the latest in high-tech video games (3D, etc.). See
park layout in Figure 1.1.

One day, sitting at his desk in the new building, Bill started
thinking about some changes he was noticing in his clientele,
and then he began wondering which parts of his park were

Mini golf Hi-speed

roadster

Restaurant, bar
Speedway and arcade

FIGURE 1.1 Redd’s Park layout.




most profitable. He and Joan had expanded to deal with new
competition cropping up in San Antonio, but he had the
uneasy feeling that the family business was taking a turn that
he couldn’t control. Bill had several questions and really no
idea how to start answering them.

Background on Redd’s

Bill and Joan started Redd’s Fun Park 12 years ago when
their four kids kept complaining that there was nothing to do.
To get the youngsters away from the television set, Joan came
up with the idea for a mini golf course, and then their eldest
son Baxter pleaded for a racetrack that he and his friends
could ride on. Bill and Joan set about building these attrac-
tions on their private land, and the park soon became a
Hatsville weekend tradition for families seeking outdoor fun.

Times changed, and Bill started seeing bigger attractions
build up in nearby San Antonio, such as other speedways and
new, shiny indoor entertainment centers that boasted the lat-
est in arcade games. His teenage sons were driving out to the
big city on the weekends with their friends. Bill and Joan
talked with some friends and were persuaded to add the two
new features they hoped would win back clients and maybe
even draw in some new ones.

Case Analysis

Sitting at his desk that day, Bill realized he needed to reassess
his decisions and think about what was driving his business.
Joan had successfully run her own shoe store for 15 years and
had read several business books that she said helped her suc-
ceed. Bill had always chuckled at this, but now he threw on
his Stetson and headed home to check out her books.

Once home, Bill started pulling out anything that wasn’t too
thick and had the word “strategy” in the title. He poured him-
self some iced tea and soon was deep into reading and trying
to understand what was making his business tick.

Starting to Analyze

Bill’s first read was Competitive Strategy, a book by Michael
Porter. Admittedly, he skimmed through some sections, but he



liked when Porter was discussing how internal and external
forces affect a corporation. Porter stipulated that for an organ-
ization to succeed, its managers have to have:

e A good command of its internal workings

e A comprehensive understanding of the industry in which it
functions

e A working knowledge of what the competition is doing

Bill felt he knew his fun park pretty well. His 10 employees all
made $7 an hour and all shifted through the various activities,
with the exception of the bartender. His hours were from 3:00
to 7:00 p.M. Monday through Thursday, and from 11:00 A.M. to
7:00 p.M. on Friday through Sunday. He wrote his weekly rev-
enues in a table (see Table 1.1).

In addition to this, the restaurant brought in $500 per week
and the bar brought in about $1,800. So the fun park’s total
weekly revenue was $7,650.

Thinking about his internal costs was a bit trickier:

e His total labor cost was $2,800/week (he didn’t pay himself
or Joan).

e His snack shop was making slim margins, with 75 percent
cost ($375), and the bar was doing well with a 60 percent
margin (cost = $1,080).

e Then there was upkeep of his facilities . . . Bill worked this
out in Table 1.2.

When Bill summed everything up, he had costs at $6,555. A lit-
tle more quick math produced a smile as he confirmed that
he was operating profitably at a 14 percent margin, making
$1,095 each week. Not bad he thought. But could he do better?

TABLE 1.1 REDD’S FUN PARK WEEKLY REVENUES

Revenue/
Attraction Price Volume /Week Week
Mini golf $3/round 150 S 450
Speedway $2/ride or 3 for S5 50; 200 $1,100
Hi-speed roadster $4 /ride 400 (2 ride average) ~ $3,200
Video games and pool 1 each 200 (3 gomeseach) S 600




TABLE 1.2 REDD’S FUN PARK WEEKLY EXPENSES

Volume/ Cost/
Attraction Cost Week Week
Mini golf 0 (just dry land and rusty 150 S 0
putters)
Speedway $.50//ride (gas, maintenance, 650 rides § 325
insurance)
Hi-speed roadster $2/ride (hi-quality gas, 800 rides $1,600
maintenance, higher insurance)
Video games and Flat rental and service fee of N/A S 375
pool $1,500/month

Continuing with the internal analysis, Bill started looking at
the profitability of each activity (see Table 1.3). He realized
that he needed to allocate his labor costs, and once he did
this, he was shocked by what he saw.

Bill had previously had no idea that he was losing money on
the speedway, and he had thought that his indoor activity cen-
ter would be more profitable. Bill remembered now that he
never saw lines forming by the speedway, but that the hi-speed
roadster was frequently jam-packed with people waiting to

TABLE 1.3 REDD’S FUN PARK WEEKLY PROFIT

Revenue/ Profit/
Attraction Week Total Cost/Week Week
Mini golf S 450 $280 (1 worker) $170
Speedway $1,100 $1,165 (5325 —S$ 65
+ 3 workers)
Hi-speed roadster $3,200 $2,440 (51,600 $760
+ 3 workers)
Video games and S 600 $515 (5375 S 85
pool +1/2 worker)
Restourant and bar $2,300 $2,155 (base S145

+ 2.5 workers)




ride. Bill began to realize that he either needed to reallocate
his labor costs or give more consideration to which track was
now the true focus of his business. He’d noted that his cus-
tomer base seemed to change of late, but was this the cause
for the imbalance in activity profitability? To answer this, Bill
decided to continue along with Porter’s analysis, and look at
his customers.

UNDERSTANDING THE CUSTOMER

After reading more, Bill stepped outside to think. Three years
ago, Bill and Joan had noticed their customer base declining,
looked at what some of the places downtown were building,
and decided to copy them to keep their current customers
from going all the way to San Antonio for family fun. It
seemed logical at the time, but now as Bill walked toward the
park, he realized that some of those actions might have con-
flicted dramatically with his original business strategy.

Porter had discussed the importance of understanding cus-
tomers, and watching for changes in market trends and exter-
nal forces. As Bill walked around the park, he finally
understood what one of his business problems was: He had
two conflicting customer bases.

The two original attractions had targeted families like Bill
and Joan’s, where parents could take their kids to participate
in outdoor activities. The speedway added the excitement that
kept the older children interested even when their parents
became “embarrassing.” But these families were not the ones,
as it turns out, who were impressed with the new attractions.
Looking at the lines for the hi-speed roadster, Bill saw men in
their twenties and thirties out with their buddies for some
thrill rides. Knowing well enough that these were the same
patrons that made his bar a success, it hit Bill that these new
customers were actually discouraging his old clientele from
visiting Redd’s Fun Park.

Bill walked back inside and made a new list based on some
of Porter’s discussion points and his own realizations. He
knew that to think about his customers strategically, he
needed to incorporate the following (see the Marketing chap-
ter for more information):

1. Define your current customers.
2. Understand what these customers value.



3. When considering any change in your business, think
about what value it adds to your customers’ experiences.

4. If you're looking to add new customers, think about who
they are and how they will affect existing customers.

Bill smiled. At least he was learning from some of his mis-
takes, but how could he fix what he had done? And did he
need to? How could he frame his current understanding of his
business in terms of which parts might need some changes?
Bill knew he needed to frame the numbers he’d just run and
his knowledge of his business into a more standard and struc-
tured analytical format so that any action he took would be
grounded in rational analysis, as opposed to “gut feelings.”

THE BCG MATRIX

Bill continued leafing through some of his wife’s strategy
books and came across a section describing a process for ana-
lyzing strategy developed by the Boston Consulting Group.
BCG proposes that the best way to understand how a business
is functioning is to break the business down into its smaller
operating parts, commonly known as standard business units,
or SBUs. SBU management became a very popular trend in
the 1980s, and drove managers away from considering their
companies as integrated entities. Rather, managers began to
view companies as a portfolio of SBUs.

Bill read on to understand that the BCG Matrix is a frame-
work to assist companies by using the same approach in clas-
sifying the performance of any given specific product in
relation to the overall performance of the firm. Matrix identi-
fies products or business units across two dimensions: market
share and market growth. Market share refers to the percent
of sales one product earns in relation to the total market sales
for all products in that category. For example, Tide may have
a 30 percent market share of the domestic laundry detergent
market. Market growth refers to the potential for a product
category to attract more consumer spending.

Figure 1.2 illustrates how these two forces work together
to create four SBU categories. If a product or SBU is in a
high-growth market with high market share, it is called a
star. Products or businesses in this category usually require a
good deal of capital investment from the company to capital-
ize on market growth opportunities. Products that have a



Star Question Marks

High-share, high-growth businesses | Low share in high-growth markets
or products that generally need a lot | that require investment just to hold

High of investment to secure their their market position. The question
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s or fo leave them alone.
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or products, usually well established, They may have enough cash to

Low | that do nof need a lot of investment | support themselves, but they are in

to maintain their market share. a position that is below average.
High Low
Market Share

FIGURE 1.2 Boston Consulting Group market share matrix.

high market share in a low market growth business are
called cash cows. Typically, companies can enjoy high rev-
enues on these products without much additional investment
or attention to maintain market share.

A product or business with a low market share in a low
growth industry is referred to as a dog. Products or SBUs in
this category usually generate enough revenue to be self-
supporting, but they are probably poor performers in relation
to the other products or SBUs in the firm. Lastly, products or
SBUs that have a low market share in a high growth industry
are called question marks, because they beg the most ques-
tions of management. Usually these products require invest-
ment to maintain their market share in an industry, so
management must decide if the investment is worth it.

Bill defined his business units as: Mini Golf, Speedway, Hi-
Speed Roadster, Video Games and Pool, and Restaurant. The
cost and profit analyses he did earlier gave him some sense of
how to place his units on the BCG Matrix, but Bill realized
from what Michael Porter had said that he also needed a bet-
ter understanding of his competitors before he should begin
thinking about making any changes.



COMPETITOR ANALYSIS

The components of a competitor analysis provide managers
with a framework to complete a successful and informative
assessment of their industry competitors. Central to the
model, and to the analysis, are four questions that comprise
what Porter deems a “Competitor’s Response Profile.” The
questions, located in the center box of Figure 1.3, emphasize
the need for managers to consider what moves a competitor
might make on his or her own, as well as what moves a com-
petitor might make in response to the manager’s own moves.
To begin such an analysis, a manager should start by con-
sidering what a competitor’s performance goals and objectives
might be. For example, a product manager for Coca-Cola
should wonder if Pepsi’s performance goals for the year are to

What Drives What the Competitor
the Competitor? Is Doing and Can Do
Future Goals Current Strategy
At all levels of How the business i
management and in ow ﬂe usmes; s
multiple dimensions currently compefing
Competitor's Response Profile
Is the competitor satisfied with its
current position?
What likely moves or strategy
shifts will the compefitor make?
Where is the competitor vulnerable?
What will provoke the greatest
and most effective retaliation
by the competitor?
Assumptions Capabilities
Held about itself in Both strengths and
the industry weaknesses

FIGURE 1.3 Components of a competitor analysis.




beat their prior year’s earnings, or are they to outsell Coke at
any cost? Clearly, these goals need not be identical.

Next, the manager should assess how close the competitor
is to actually achieving these goals and what moves the com-
petitor might make to get there. (If Pepsi’s goal is to outsell
Coke, is Pepsi willing to engage in head-to-head combat to do
s0, as in the case of the nationally televised “Pepsi Chal-
lenge”?) Further, a manager should contemplate the competi-
tor’s weaknesses—hoth those the competitor may be aware of
as well as those the competitor may be oblivious to. (Perhaps
the brand manager at Pepsi does not know that you, the Coke
brand manager, negotiated as part of your multibillion-dollar
advertising contract with the networks that Pepsi commercials
which engage in head-to-head tactics can only be aired
between the hours of 2:00 and 4:00 A.M.) Lastly, the manager
must evaluate, given the information ascertained through
making the previous considerations, how the competitor
might react to a specific strategic move made by the man-
ager’s firm. (You must realize that the brand manager at Pepsi
may be none too pleased when she discovers what you have
done, and may resort to strategic tactics of her own.)

Armed with this central information gleaned from the Com-
petitor Response Profile, a manager can work towards gaining
a deeper understanding of the competitor’s capabilities and
motivations. To return to our study of Figure 1.3, focus your
attention on the arrows emanating from the Competitor
Response Profile in the center box. Porter, again, defines four
forces broken up into two subcategories. On the left side of
Figure 1.3 are the two forces stemming from considerations of
“What Drives the Competitor?” Under this heading, Porter
identifies the “Future Goals” of the competitor. These are a
firm’s goals as they have been communicated to all persons
within the company. Porter also identifies “Assumptions” the
firm may have about itself and its position within the industry.
These two forces, taken together, provide a skeletal archetype
of the firm’s industry motivation, its process for internal moti-
vation and its self-perception. These are all important factors
in shaping the Competitor’s Response Profile.

The right side of Figure 1.3 is dedicated to forces that stem
from an assessment of the behavior of the competitor, as cap-
tured in the subheading “What the Competitor Is Doing and
Can Do.” Specifically, the forces identified are the competitor’s



“Current Strategy,” or a status report of the basis on which
the business is competing and how it is doing in the industry.
In conjunction with current strategy is the consideration of the
firm’s “Capabilities,” both in terms of its core competencies
and in terms of its weak points.

Lastly, Porter emphasizes the interactive nature of the con-
cerns driven by the right and left sides of the model on the
center of the model. More specifically, any change in any of
the four forces will affect the Competitor’s Response Profile
directly. Moreover, a change in the competitor’s response pro-
file could prompt changes in any or all of the other forces.

Returning to our case example, Bill knew that he had no
competitors with the exact profile of Redd’s Fun Park, but
rather that all of the high-tech video arcades and the larger
speedways in San Antonio, as well as local bars and restau-
rants, were his competition. Since every one of these is differ-
ent, how could Bill possibly compare his business with them?
This is a question that managers often struggle with when
defining strategy, but, as is true for Bill, every competitor
needs to be considered as strategy is developed and refined.

Bill’s Response

Bill now understood that there could be multiple answers to
the complex issues he faced. Indeed, several possible solutions
immediately came to Bill’s mind:

1. Cut back on open hours for attractions like the mini golf
and extend hours on the hi-speed roadster and bar. Bill
had a hunch this could push his revenues up while main-
taining the status of his mini golf as the company “dog.”
However, he also knew this would mean a significant shift
toward one of his customer bases over the other.

2. Offer “family day” packages for the video games, restaurant,
and mini golf, and then “party fast” nights for the hi-speed
roadster and bar. Bill knew this might mean additional
labor costs at night and two different strategies, one for the
day customer and the other for the night customer.

Indeed, several solutions occurred to Bill, and he realized that
he might want to spend some additional time researching his
customers (see the Marketing chapter) and his investment
alternatives (see the Finance chapter) before he’d make any



decisions. The frameworks showed that there could be a vari-
ety of “good” strategies, and he knew that he wanted to dis-
cuss any ideas with Joan before making significant changes.
What he wanted to know now was once he and Joan figured
out what they wanted to do, what did they need to do as man-
agers to ensure success?

IMPLEMENTING A STRATEGY

Bill continued looking through books and came across a very
interesting section about the “McKinsey Seven S Frame-
work”—the product of a marriage between theory and prac-
tice.! It said that McKinsey’s primary objective in developing
the 7S framework was to put a new spin on management style
and suggest that “soft issues” could and should be managed.
Further, the use of the “Wheel,” a format borrowed from
Porter, also emphasizes the idea that a firm is the comprehen-
sive, inextricable sum of its parts.

After conducting the equivalent of a Ph.D.-level research
project on how America’s best-run companies were man-
aged, the best minds at McKinsey arrived at two key find-
ings. First, the consultants learned that both the strategy and
the structure of the organization determined a manager’s
effectiveness. Their second discovery was that no linear rela-
tionship governs these three components, although they are
interdependent.

In reality, the management, structure, and strategy of an
organization are interrelated through a complex network of
seven characteristic factors in the organization. Managers
who try to run their firm as if it were a collection of several
independent units soon learn about the spoke-and-hub con-
cept of the wheel. A wheel is nothing more than a collection of
spokes when there is no hub, and vice versa. Neither part
alone can replicate the functions of a wheel. Similarly, an
organization without common goals and strategy cannot func-
tion in the way it was intended. Sure, each unit can perform
independent functions, but without a unifying force to bring
the units together, they are merely spokes. Hence, McKinsey
developed its Wheel to illustrate this very point. Figure 1.4
provides you with all of the categories in a typical organiza-
tion that must operate under a common goal.

The McKinsey study produced another interesting finding.
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Product line Target markets

GOALS
(1) Definition of how the
business is going fo compete
(2) Objectives for market share,
profitability, social
responsiveness, growth, efc.

Finance and
control

Research and
development

Distribution

Manufacturing

FIGURE 1.4 The wheel of competitive strategy.

The McKinsey people discovered that most successful organi-
zations, regardless of their line of business, had several prac-
tices in common. The McKinsey model incorporates these
practices into eight characteristics:

1. Maintain a bias for action. Successful companies are not
afraid to make changes, even if it means making a mistake
along the way.

2. Learn from the customers by staying close to them. Suc-
cessful firms maintain close relationships with their cus-
tomer base. In this way, the firm can anticipate and plan
for changes in customers’ needs before the customer is
aware of the change.

3. Encourage autonomy and entrepreneurship in staff and
management. Management encourages others to find new
and creative solutions to problems by allowing managers/
employees to challenge old rules and methods and by pro-
viding the latitude to try new approaches.

4. Respect contributions of all employees, especially those
traditionally undervalued. If a manager wants his or her
staff to buy into the goals of the firm, those who report to
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him or her must feel that the firm respects and values their
individual contributions.

5. Use a hands-on, highly visible management approach.
When management is present and involved in every part of
the businesses, employees have more respect and include
managers more in the everyday workings of the firm.

6. Stick to the knitting—know your core competency and stay
with it. Do not abandon your core competencies and core
products in search of products or services that are glam-
orous today. Stick to whatever it is that you are good at.

7. Keep the organizational structure simple and staff only as
much management as is required for bare-minimum opera-
tions. Creating many levels of middle and upper management
only serves to create division within the ranks of a company.

8. Allow core values to govern. Manage with loose and tight
properties when appropriate. Trust that your staff knows
and shares the core values of the company. Allow enough
managerial latitude so that employees can try new ideas
and methods. Provide enough managerial guidance so that
everyone remains committed to the same goals.

The McKinsey Wheel is an especially valuable tool for two
reasons. Not only does the Wheel (1) reemphasize that all
parts of an organization must work together to achieve com-
mon goals, it also (2) provides specific areas and business
activities to examine when diagnosing the health of a firm.

Bill knew that he and Joan had some work ahead of them
with their employees to get everyone’s buy-in to whatever
strategic path they decided to undertake. As it stood now, Bill
had some employees who loved hanging out with the partying
young men, and others who would prefer to see Redd’s
“return to its roots” as the local family-oriented fun center. He
had a good sense now of how to frame his and Joan’s discus-
sion about Redd’s future and what they’d need to do once they
decided, but he wanted one more thing: what was best to
include in his newly-developed strategy.

STRATEGIC INTENT

Bill wasn’t sure yet what path he and Joan would select
for Redd’s, but he knew that after he spent additional time
analyzing the profits/costs of his business units, researching
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his competitors, and learning more about his customers, he’d
need to be certain that his strategy was the one that best posi-
tioned Redd’s for success. Michael Porter’s works had given
him a good starting point, but Bill wanted more. Looking for
this final nugget of information, Bill came across a more
recent article by Gary Hamel and C.K. Prahalad, entitled
“Strategic Intent,” in the Harvard Business Review.?

In this article, Prahalad and Hamel argue that companies
need more than a formal model to define strategy. Companies
need, as one of their self-defining goals, a desired leadership
position within an industry. The authors insist that a company
must develop “a competitive obsession with winning at all lev-
els of the organization and then sustain that obsession over a
10- to 20-year quest for global leadership.” They must develop
a strategic intent.

A famous example of a strategic intent was President John
F. Kennedy’s initiative for the United States to be the first
country to send a man to the moon. Although many people
believed this to be an impossible feat, Kennedy maintained
that it was imperative that we, as a nation, succeed to pre-
serve our national identity. Americans, from the scientists at
NASA to the American public in general, internalized this
statement. Taxpayers did not complain about the allocation of
money to NASA, while scientists worked around the clock to
achieve “the impossible.” When the goal was reached, it
inspired unity and pride throughout the country.

Strategic intent is a long-term goal, and one that the busi-
ness will stick to, even as the tides of business change. Equally
as important, this strategy concept also includes an accompa-
nying management process. Prahalad and Hamel suggest the
following practices:

e Focus the organization’s attention on the essence of winning.
e Motivate people by communicating the value of the target.
e Leave room for individual and team contributions.

e Sustain enthusiasm by providing new operational defini-
tions as circumstances change.

Use this intent to consistently guide resource allocations.

While strategic intent requires commitment in terms of
a long-term focus, it also enables a company to be flexible
because it only requires the firm to commit to plans for



short-term action, leaving many opportunities to reevaluate
and take advantage of new opportunities as they emerge.

Strategic intent must be communicated in such a way that
all members of a company buy into the idea and are commit-
ted to it personally. It must be inescapable. When Honda
issued the strategic intent to beat GM’s sales in the American
markets in the late 1960s, it seemed like an impossible goal.
Yet within 20 years, it was a reality, and it became a reality
because every member of the Honda company force was com-
mitted to making it happen.

This kind of internalization, coupled with operational flexi-
bility, allows for entrepreneurial management styles within
the company. Styles that can help a company overcome
resource constraints by inspiring innovation and creativity
towards achieving the same goal. Means are flexible, since the
end has been determined and bought into by all. This style of
management also requires flexibility to take advantage of
short-term competitive advantages. The firm does not have to
be married to one competitive advantage, but should be flexi-
ble enough to be benefited by all.

The firm cannot be wed to typical evaluation schemes,
either. Instead of considering projects in terms of whether
they yield benefits of either quality or cost, firms should be
thinking in terms of quality and cost advantages. Firms should
also engage in a collaborative style of management, where the
company encourages its staff to find creative solutions and to
challenge all rules and realities that prohibit the company
from achieving its goals.

The last critical part of a successful strategic intent initia-
tive is that it must be perceived as a personal challenge made
to every member of the company. This, in turn, will inspire a
response of drive and determination to achieve the goal
across all organizational levels. For a strategic intent to work,
managers must:

1. Create a sense of urgency. Perpetuating a bias for action
avoids crisis from inaction.

2. Develop a competitor focus at every level through wide-
spread use of competitive intelligence.

3. Encourage employees to set personal benchmarks based
on beating the best-in-class procedures of the firm’s com-
petitors.
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4. Provide employees with the skills they need to work effec-
tively. Do not ever skimp on providing employees with as
much training as they need or seek out.

5. Avoid competing initiatives by launching one challenge at a
time. Allowing enough time for a challenge to be absorbed
and personalized by the staff before launching another will
alleviate a sense of confusion and foster a more competitive
environment.

6. Establish clear milestones and review mechanisms. Man-
agers need to set specific goals and to review processes in a
timely fashion. Managers must also establish a clear and
consistent rewards system.

7. Reciprocate responsibility. If the organization is to remain
responsible and competitive, managers must share credit
for every victory as well as share responsibility for every
setback.

8. Innovate rather than imitate. Focus on developing and
playing your own game well instead of trying to imitate
someone else’s game. Better to be a first-rate original than
a second-rate imitation.

9. Manage creatively. Rewrite the rules and use every tactic
that will advance you towards your goal. Dump rules of
strategy that confine instead of advance the company
toward the goal.

Bill realized that in a number of ways the concepts described
in the strategic intent article resemble those described in
Porter and in the McKinsey Wheel frameworks. In sum, the
article was pushing for a style of management that focuses on
harnessing the creative energy and entrepreneurial spirit of
every employee within the firm towards attaining a difficult
but highly rewarding goal.

SUMMARY

By now, you're beginning to see what Bill was learning: there
are multiple strategic frameworks for understanding where and
how to take your business into the future. Which will prove to
be most useful or will guarantee the most success is really
dependent on your ability as a manager to match the issues of
your firm with a particular tool and your desired outcomes.
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However, even after you've developed a comprehensive strate-
gic plan, grounded in knowledge about your customer, research
about your competitor, and your firm’s current performance, it
is perhaps most important to remember that successful strat-
egy requires careful and consistent implementation. It is not
enough for you as a manager to develop the strategy; you must
follow through with actions that imbue that strategy throughout
the culture of your firm. A good strategy may be a perfectly
realistic roadmap, but it will be your actions that determine
whether you ever reach those goals.

INTERNET RESOURCES

E-Business Forum (www.ebusinessforum.com). This web site from the Economist
Intelligence Unit (EIU) is designed to help senior executives build successful
sirategies for the global digital economy. Features daily e-business news, best
practices, and a search of the latest research reports.

Ideas@Work on the Air (www.hbsp.harvard.edu/products/radio/index.html).
This site contains an archive of radio programs offering insights from the leading
management thinkers and pracitioners every business day. Based on articles in
Harvard Business Review, the Harvard Management Update, and Harvard Man-
agement Communication Letter newsletters.

McKinsey Quarterly (www.mckinseyquarterly.com). McKinsey's on-line journal
offers great research summaries on current management and industry issues,
from sirategizing in uncertain environments o winning Asian sirategies. Offers a
monthly e-mail newsletter for easy access to all new articles.

Quick MBA (www.quickmba.com). Keeps all elementary business information right
at your fingertips. Offers great section on sirategic management, outlining every-
thing from the fundamentals of game theory to Porter's Diamond of National
Advantage.

Social Science of Research Network (www.ssrn.com). Offers an array of strat-
egy and finance-focused articles.

STRATEGIC MANAGEMENT CRITICAL
REFERENCE MATERIALS

Baye, Michael. Managerial Economics and Business
Strategy, 3rd edition. New York: McGraw-Hill College
Division, 1999.



This managerial economics textbook is one of the most
successful in the market. This is due in no small part to the
fact that it combines tools from intermediate microeco-
nomics, game theory, and industrial organization. Its bal-
anced coverage of traditional and modern topics makes
this third edition a flexible and up-to-date text that will be
useful to a wide audience.

Collins, James, and Jerry Porras. Built to Last. New
York: Harperbusiness, 1997.

In Built to Last, Collins and Porras identify 18 “vision-
ary” companies and then set out to determine what makes
each one “special,” what sets that company above the hun-
dreds of thousands of others in the global economy. To
earn the designation “visionary,” each company had to be
world famous, have a strong brand image, and be at least
50 years old.

McGrath, Michael. Product Strategy for High Technol-
ogy Companies, 2nd edition. New York: McGraw-Hill
Professional Publishing, 2000.

Product strategy is one of the key components of success
for high-technology companies, and this guide is one of the
few written specifically for the twenty-first-century high-tech
industry. This book provides an in-depth examination of the
entire area of product strategy, from changing strategies to
Web technologies, providing market-tested strategies and
techniques. McGrath uses more than 250 examples from
technological leaders including IBM, Compagq, and Apple to
illustrate his book—and in this second edition he includes
new sections on growth strategies and on Internet-based
businesses. This book helps define how high-tech compa-
nies can use product strategy to be more competitive,
increase profitability, and continue to grow.

Peters, Thomas J., and Robert H. Waterman, Jr.
In Search of Excellence: Lessons from America’s
Best-Run Companies. New York: Warner Books,
1982.

The number-one bestseller in 1983, In Search of Excel-
lence describes eight basic strategic principles that the
best-run companies utilize to foster continued success. The
principles are: (1) a bias for action; (2) staying close to the
customer; (3) autonomy and entrepreneurship; (4) produc-
tivity through people; (5) insisting executives stay in touch
with the firm’s essential business; (6) remaining with the
business that the firm knows best; (7) few administrative
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