Chapter 01 - What Is Strategy and Why Is It Important?


C H A P T E R1


What Is Strategy and
Why Is It Important?

Overview of the Chapter   
This chapter begins to set the stage for the rest of the semester. Here we introduce the concepts of strategy and competitive advantage. The importance of firm-level decisions throughout the organization is discussed. Strategy is not useful if it is not implemented, thus we bring in a discussion of business models as a critical component of the chapter. To reinforce the idea that good strategies must be forward looking, we also include a discussion of three areas expected to be growth engines (and to therefore increase their job numbers) in the coming years. A strategy highlight is included in this section to bring to the forefront how the Internet has encouraged new business models. Finally, we discuss how internal and external stakeholders can contribute to (or take away from) a firm’s ability to gain and sustain a competitive advantage. 

This book is organized around an Analyze, Formulate, and Implement (AFI) framework. Chapters 1 and 2 comprise the “Analysis: Getting Started” portion of the framework. The full framework and text outline is provided in Exhibit 1.9 at the end of this chapter. Let’s get started! 

Learning Objectives 
LO 1-1  Define competitive advantage, sustainable competitive advantage, competitive disadvantage, and competitive parity.

LO 1-2  Define strategy and explain its role in a firm’s quest for competitive advantage.

LO 1-3  Explain the role of firm effects and industry effects in determining firm performance.

LO 1-4  Describe the role of corporate, business, and functional managers in strategy formulation and implementation.

LO 1-5  Outline how business models put strategy into action.

LO 1-6  Describe and assess the opportunities and challenges managers face in the 21st century.

LO 1-7  Critically evaluate the role that different stakeholders play in the firm’s quest for competitive advantage.
Chapter Outline

1. What Strategy Is: Gaining and Sustaining Competitive Advantage 
a. What Is Competitive Advantage? (LO 1-1)

b. What Is Strategy? (LO 1-2)

c. Strategy as a Theory of How to Compete

d. Industry vs. Firm Effects in Determining Performance (LO 1-3)

e. What Strategy Is Not 
2. Formulating Strategy Across Levels: Corporate, Business, and Functional Managers (LO 1-4)
3. Business Models: Putting Strategy into Action (LO 1-5)
4. Strategy in the 21st Century (LO 1-6)
a. Accelerating Technological Change
b. A Truly Global World
c. Future Industries

d. Strategy Highlight 1.1 Threadless: Leveraging Crowdsourcing to Design Cool T-Shirts
5. Gaining & Sustaining Competitive Advantage  Stakeholders (LO 1-7)
6. CHAPTERCASE 1 / Consider This…
7. Discussion Questions 
Lecture Suggested Outline
I

 seq NLA \r 0 \h .
Overview
A

 seq NL1 \r 0 \h .
What enables some firms to gain and then sustain their competitive advantage over time? Why do once-great firms fail? How can a firm’s managers influence performance?

B

 seq NL1 \r 0 \h .
A strategy is generally the planned and realized set of actions a firm intends to take to achieve its goals. 

 Teaching Tips
Many students will relate to strategy through sports analogies. You may want to start the course by discussing some of the baseball and basketball coaches and programs noted in the first few pages of this chapter. How have these teams built and implemented strategies? What successes have they seen? Another option could be a brief discussion of the game of chess. In chess, the best position is relative to the placement of your opponent’s pieces. You also need to think about where your opponent may be moving the pieces in the future. In the firm, strategy will entail allocating resources in a manner that positions your firm well compared to competitors both today and in the future. 

II

 seq NLA \r 0 \h .
ChapterCase 1 – The Premature Death of a Google Forerunner at Microsoft 
A

 seq NL1 \r 0 \h .
This brief case is designed to engage the student’s attention and discuss how large firms can often miss strategic opportunities that smaller ones leverage to great advantage. 
Show PowerPoint Slide 1.4

Key Points of Case 
 Teaching Tips
Students will be familiar with Microsoft and Google, but most will not have thought about their different strategies and the fact that they are increasingly becoming competitors in multiple areas because Microsoft and Google are both software companies. These firms are used again in the “Business Models” section and finally in a “Consider This…” case closer at the end of the chapter. If time permits, you may want to spend a few extra minutes with this chapter opener so the students can begin to reflect on these firms more deeply. Slide 1.5 is provided for this purpose. 

Show PowerPoint Slide 1.5

Questions on Case
1

 seq NL_a \r 0 \h .
Why might Microsoft have acted the way it did? 


It’s worth noting here that in 2000 Microsoft had sales of $23 billion and grew 16% over 1999 revenues. They were also highly profitable. To get approved for project expenses in new areas for a firm this large and successful would take large expected revenue and profit generation. In 2000, there were many firms making online search engines but none had really figured out how to monetize them. 
2

 seq NL_a \r 0 \h .
IF they had not killed Keywords, would Microsoft have beat Google to search and linked ads?
While this is a hypothetical question, it can be used to conduct some good discussions. First, Microsoft had large and established businesses that were not dependent on a successful search business model. Google was a “one-trick pony.” If they failed at finding a way to make money with their great search algorithm, they were out of business. That said, if Microsoft had been exploring search more diligently, they would have been in a better position to pounce on the idea once Google showed how to link ads to search terms and open the revenue gates. Microsoft surely would have been better positioned for their second try at the search business when they chose not to buy Overture. We suggest holding off on a deep discussion of their third try at search (BING) as this is the subject of the “Consider This…” section at the end of the chapter.
3 seq NL_a \r 0 \h .
Why is Google so successful at online search while Yahoo has struggled and partnered with Microsoft? 

Yahoo was well positioned to perform better than they have in online search. They have had leadership changes over the past few years and there are indications they were very slow in making key decisions due to a desire for consensus, which was difficult to find in the senior management team. Carol Bartz took over as Yahoo CEO in 2009 to try to get Yahoo moving in the right direction (many students may not be aware that if they are using Yahoo portal for their searches, they are now using Microsoft’s BING as the default search engine).

4 seq NL_a \r 0 \h .
In hindsight, it appears Microsoft made a strategic error. What could they have done differently? 

Microsoft CEO Steve Ballmer has admitted to probably not being patient enough with some of their early attempts at online search. If they had maintained even a small team of people on the Keywords project, they would have been in a better position to at least build on the search word / ads idea when Google developed it. In Chapter 2, we discuss the idea of emergent strategies. It is possible Microsoft culture was not as welcoming of ideas emerging from new acquisitions and middle managers as some other firms in the competitive landscape. 
III

 seq NLA \r 0 \h .
What Strategy Is: Gaining and Sustaining Competitive Advantage SEQ NLA \r 0 \h 
A

 seq NL1 \r 0 \h .
Competitive Advantage is superior performance relative to other competitors in the same industry or the industry average.

B

 seq NL1 \r 0 \h .
Strategy is the goal-directed actions a firm intends to take in its quest to gain and sustain competitive advantage. 
Show PowerPoint Slide 1.6

What Strategy Is

IV. 
Strategy as a Theory of How to Compete

A. 
Strategy as a theory of how to compete provides managers with a roadmap to navigate
the competitive territory.

B. 
The strategic management process, therefore, is a never-ending cycle of analysis, formulation, implementation, and feedback.
Show PowerPoint Slide 1.7
Strategy as Theory of How to Compete
 Teaching Tips
The text provides several example industries to discuss this important (and often overlooked) topic. The underlying assumptions about competitive positions and resources are very important in creating forward-looking strategies. Whether you choose to talk about this subject using Walmart, the auto industry, or PDAs, we hope you will bring it up in class. If you choose to highlight the Apple Newton example, here is a link to a three-minute video by Jeff Hawkins who was founder and CEO of Palm at the time they released the PalmPilot (http://ecorner.stanford.edu/authorMaterialInfo.html?mid=55). (This link is also in the “notes section” of the PPT slide above. If you have Internet access in the classroom, there’s a link embedded in the slide for the video. Click on “Palm Video” at the bottom right to play it.) 


V. 
Industry vs. Firm Effects in Determining Performance


A. 
Firm effects are the results of managers’ actions to influence firm performance. 



a.  While BOTH play a role, firm effects are notably bigger than industry effects. 

 Teaching Tips
This is GOOD news. Since this is a strategy class, it’s good to know the decisions that managers make can have significant (good or bad) impacts on the firm. Industry and firm effects are INTERDEPENDENT. Firms can create or influence the structure of their industry. You may want to bring in some background here and mention that if we were in the perfectly competitive environment often used in economics, strategy would not be important. In a perfectly competitive market, all the firms are identical and therefore none have superior performance relative to the rest. Perfect markets though do make the math easier for us to get through those econ courses. 

VI. 
What Strategy Is Not

A. 
Different plans and activities may be called a “strategy,” but like operational effectiveness, they are not part of our definition for this textbook. Pricing strategies, Six Sigma, and other programs are more likely to be tools for improvement and not lead to a competitive advantage. 

 Show PowerPoint Slide 1.11
What Strategy Is NOT
 Teaching Tips
This is an important point as students often come into the class confused about what is a strategy and what is not. Many areas now use the term “strategy,” and students have likely heard it in many other courses (IT strategy, Strategic HR, Marketing Strategy, and so on). It is worth spending a few minutes on this discussion, particularly on the “effectiveness” items. The classic read on this subject is Michael Porter’s (1996), “What is strategy?” Harvard Business Review, November–December: 61–78. 

VII. 
Formulating Strategy Across Levels: Corporate, Business, and Functional Managers
A. 
IBM is a chief example (with Exhibit 1.3 as a visual) to discuss the key questions to be answered at each level of the organization. 

 Teaching Tips
The “Where, How, Implementation” questions can be quite useful to help students think about a particular strategic decision and which level of strategy it represents. If you are using the McGraw-Hill Connect online system, there is an interactive exercise building upon this idea. You may wish to assign this as an auto-graded homework for the students. 

VIII. 
Business Models: Putting Strategy into Action
A. 
Razor blade and subscription models are discussed for grounding in the idea of a business model. 


a. The HP printer example may resonate well with the students because many have printers at home.

B. 
Bring back the Microsoft and Google discussion from the ChapterCase. 


a.  Firms make a conscious choice on what to charge for and what to “give away.” 
Show PowerPoint Slide 1.14
Business Models
 Teaching Tips
The business model discussion and Exhibit 1.4 are where students will often have an “Aha!” moment. Though both Microsoft and Google are very well-known firms, most students have not thought about their different histories and approaches to the marketplace. Microsoft started out making operating systems for the IBM personal computer, and then expanded into applications such as Office. In both areas, they have historically charged medium to high fees for their software. They only recently have entered the online search space. Google by contrast started out in online search where they gave away free search to users. This built up their network effects and gained them a large share of the search market (with a superior search algorithm) and enabled them to charge advertisers on a “pay per click” basis. Google then expanded into free 
applications such as Google docs and most recently into operating systems like Chrome OS and Android (for mobile devices). Google has historically NOT charged users for their applications nor their operating systems… Today these two firms are in direct competition in a number of areas and it will be interesting to see how it unfolds in the coming year or two. 

Show PowerPoint Slide 1.16
Microsoft/Google Small Group Exercise
 Teaching Tips
We have included a slide on Small Group Exercise 1 from the end of the chapter here. It builds upon this competition between Microsoft and Google. If class time permits, it can generate good discussions. See the EOC answers for more background on the exercise. 

IX. 
Strategy in the 21st Century
A. 
Accelerating technological change 


a. The earlier technologies such as electricity, telephones, cars, and planes provide the infrastructure in this “virtuous cycle” for faster adoptions of newer technologies like PCs and MP3 players. 


b. The right-hand side of Exhibit 1.5 shows the infrastructure supporting the newer left-hand side items. 

Show PowerPoint Slide 1.18
Accelerating Technological Change
 Teaching Tips
This increased pace of change can be attributed to the virtuous cycle of prior infrastructure. In other words, we need electricity and roads before we can have the Internet and MP3 players. The implications of this phenomenon are that technologically based changes will continue to increase in speed. This means firms will have to stay on top of trends and give serious thought to the changes in their business model and revenue streams as a result. The music industry and newspapers are only the tip of the iceberg as we see Borders and Blockbuster filing for bankruptcy due to online completion. If you are using the McGraw-Hill Connect online system, there is an interactive video about Walmart in China on this subject. You may wish to assign it as an auto-graded homework. 

X. 
A Truly Global World 
A.  Evidence is presented that the “world is getting flatter,” per the thesis of Thomas Friedman’s book. (A brief video of Mr. Friedman discussing the “flat world” is embedded at the bottom of this slide. If your classroom computer is connected to the Internet, just click “Thomas Friedman-Flat World” and the video will start playing after a few seconds. )

B.  IBM is an example of what multinational firms look like today on a global basis. 

    a. Both revenues and employees are below 50 percent U.S. Is IBM still a “U.S. firm”? 
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IBM Revenues—Geographic Sources
XI. 
Future Industries  

A.  Health care in the U.S. is projected to grow to 20 percent of the GDP before 2020. 

a.  23andME is a startup genetic testing firm providing individualized profiles. 

b.  GE’s healthymagination is an example of a large firm expanding into the health care arena.

B.  A green economy may develop in Europe and China as a growing industry ahead of the U.S.

C.  Web 2.0—Internet interactivity to harness the collective intelligence of web users.

Show PowerPoint Slide 1.24
Strategy Highlight 1.1 Threadless
 Teaching Tips
We find that students enjoy discussing this strategy highlight. Even if they have not heard of the firm before, they often go explore it online to see how it works. A link to the Threadless website is here: http://www.threadless.com. This is a great example of a firm using Internet capabilities to create a new business model. It is an important concept to cover given the pervasiveness and power of the Internet going forward. Many industries will likely develop new business models around Web 2.0 capabilities. A video about Threadless is available in the Online Content (or DVD) provided by McGraw-Hill with the instructor’s book. You may want to show this in class to stimulate discussion. Alternatively, for a short video about the Threadless business model and its origins, there’s a link embedded in the slide for the video. Click on “Threadless Interview” at the bottom right to play it if you have Internet access in the classroom. (http://www.youtube.com/watch?v=3_61EGD4UCg&feature=fvst ) 
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Strategy Highlight 1.1 Threadless Questions
1

 seq NL_a \r 0 \h .
What is the Threadless business model? 


They use volunteer designers who submit roughly 1,000 designs per week for consideration by the community. Threadless puts some of the designs out to an online vote to gather feedback on which ones to produce. They make only about 1 percent of the designs. Selected designers are compensated for their work when it sells. 
2

 seq NL_a \r 0 \h .
How is it different from other retailers? 

Besides lowering their labor costs for having staff designers, the biggest benefit is that they are practically guaranteed to sell the products they make because a base of customers has already voted that they would buy it if it were available. 

3.   How is it the same? 

They make shirts to sell online. They have also opened up a retail store in Chicago (their headquarters). In their partnerships with Dell, Thermos, and Griffin, they are searching for new outlets for their products and designs, just as any successful firm would that wants to expand. 
4.   Other partners with Threadless? 
The Threadless website has a “Partners” tab that will show new firms as they continue their outreach for design channels. The following is some more information on one of these partners. 

 Teaching Tips
This slide provides some questions to start discussion in the classroom. The last item on the slide mentions firms that are now partnering with Threadless to use their designs for other products besides T-shirts. For an example of this, the following is a link to a video produced by Griffin Technology. They make iPhone cases and other accessories and are now selling cases with Threadless designs on them. http://www.youtube.com/watch?v=xq1LaOc45Ts  

XII. 
Gaining & Sustaining Competitive Advantage  Stakeholders 

A.  Stakeholders are individuals or groups who can affect or are affected by the actions of a firm.  

B.  Stakeholders can be either positive or negative for the long-term performance of the firm. 
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Stakeholders
 Teaching Tips
This section on competitive advantage demonstrates the importance of considering both internal and external stakeholders in the firm’s strategic success. If you are using the McGraw-Hill Connect online system, there is an interactive exercise building upon this idea. You may wish to assign this as an auto-graded homework for the students. 

XIII. 
AFI Strategy Framework 
A.  Building strategy is the result of three broad management tasks: Analyze, Formulate, and Implement (AFI). 
B.  These three areas will be addressed in the chapters as we proceed through the textbook. 

Show PowerPoint Slide 1.30
Exhibit 1.9 AFI Strategy Framework
XIV. 
 CHAPTERCASE 1 / Consider This…
A.  We revisit the opening case with extended information focusing on the partnership between Microsoft and Facebook. 
B.  It seems Microsoft’s Bing and Facebook will strive to add a social element to searches. 
XV.  Take-Away Concepts
A.  Here we select a few of the key items from the chapter for quick review.  

END OF CHAPTER ANSWER GUIDE

 Teaching Tips
A variety of case, discussion, ethics, and explicit small group questions are provided at the end of every chapter. Instructors may find it useful to assign some for homework and some for general class discussion. We would encourage you to have a couple of small group activities during the first few classes of the semester. Many concepts in strategy do not yield hard and fast answers, and if the students have a chance to interact early in the course, it helps stimulate better discussions on issues of nuance or context that are internalized best through discussion or intensive written assignments. 
We have found that having a brief small group activity early in the class period helps generate better discussions for the entire class period. There are at least three reasons for this. First it gets students out of the “sit back and absorb” mode since they need to contribute ideas to the team. Second, it allows the students to speak up in class discussions about what the group thought. This is a more comfortable method for many than only stating their viewpoint for the class to critique. Finally, having the small group discussion permits the students to verify some of their own thoughts and strengthen the logic of their points before expressing them to the whole class. 

CHAPTERCASE 1 Consider This…
Thinking about this chapter’s opening case, answer the following questions.

1. Google was not the first search engine on the Internet, but it has been the most successful for a decade. What is Google’s competitive advantage? 

Google possesses some 70 percent of the market share in the online search/advertising business. One way they have developed a competitive advantage is through their PageRank algorithm which (by providing more relevant search results) offers a higher-quality search engine (product) to Internet users (customers).

2. LinkExchange was created in 1996 by Sanjay Madan and Tony Hsieh (more recently with Zappos), and as noted in the case, it was purchased by Microsoft in 1998. Why was Microsoft not interested in keeping the Keywords project in 2000? 
Microsoft was not interested in keeping the Keywords project in 2000 because managers at Microsoft did not see a viable business model in the Keywords project. Remember Microsoft was already a large and very prosperous firm in 2000. To get “green lighted” for a new project, the executives would need to expect large returns. The Google search links for ads model had not really emerged at this time, so all the search engine firms were still experimenting with their business model revenues. 
3. What strategy and business model is Microsoft using today with Bing to try to succeed in the Internet-search business? 

Microsoft is essentially subsidizing Bing with the profits from its software and operating systems. They are attempting to create a competitive advantage by increasing “the speed of getting things done.” This has the potential to be a game changer in the field of online searches. For example, if you are looking for a place to eat dinner, on Bing you could see which local restaurants your Facebook friends have said they “like.” The same for searching to buy a new TV, and so on. There is value created with social searching. Time will tell as to who can capture the benefits from it. 
Discussion Questions
1. How is a strategy different from a business model? How is it similar? 

A strategy is the ideas that managers attempt to put into practice. A business model is how the managers translate the strategy into working practices. The business model should be grounded in the strategy of the firm. A business model, however, is more “putting strategy into action.” Thus, a single strategy could exploit several different business models for the firm. 
2. Threadless (in Strategy Highlight 1.1) is an example of a firm building on its customer base to use new products and also participate in the design and vetting of popular designs. In the summer of 2010, Dell Computer announced a partnership with Threadless for designs on its laptop computers. For a small additional fee (and an extra day’s delay in shipping), you can get a Threadless design etched on your new Dell laptop. Why do you think Dell is keen on offering this service? What other firms use this crowdsourcing technique? Where else might this type of business model show up in the future?

· Students could say Dell is keen on offering this service because it provides differentiation, and hopefully a competitive advantage. Dell is able to tap into a community of talented online designers and try to regain some market share with a younger demographic at the same time. 
· Crowdsourcing is becoming more and more popular and widely accepted. A well known example is Wikipedia, which has become a giant crowdsourced encyclopedia. Threadless specifically has partnered with Thermos for lunch box designs and Griffin for smartphone cases. 
· One area where it would not be surprise to see this type of crowdsourcing is in video games. An enterprising company could ask for ideas, perhaps from many fans, to create a new game that would fit the desires of many of their customers. Students may cite Lego as a firm that is letting customers submit their own designs and then produces them as the demand is generated, or they may just provide the parts for the custom design back to the client. 
3. As noted in the chapter, research found that firm effects are more important than industry effects. What does this mean? Can you think of situations where this might not be true? 

· It means that, in general, how a company is run is more important than the success or failure of an industry as a whole. For instance, an oil company (that should be making enormous profits), if poorly run, could still go bankrupt, while a Nevada home construction company (hit hard by the recession), if well-run, could still manage to turn a profit. 
· Situations where this might not be true may include the total collapse of the industry for one reason or another. Legal issues could be one reason. Hypothetically, if the U.S. government outlawed the use of tobacco, it would become virtually impossible for even a well-run tobacco company to survive. Another could be that the industry became obsolete. If automobiles could now run on water, oil companies would assuredly face hard times. 

4. The chapter introduces three different levels appropriate for strategic considerations (see Exhibit 1.3). In what situations would some of these levels be more important than others? How should the organization ensure the proper attention to each level of strategy as needed?

· Students may be more familiar with functional and business-level strategies from their own work experiences. Functional areas can develop many great ideas on how to implement business and corporate strategies. Given a supportive organizational climate, these areas can also produce emergent strategies (covered in more detail in Chapter 2). Relative importance is often based on external factors. When Lou Gerstner came to IBM and started to refocus the firm on services rather than hardware, the corporate strategy and transition was preeminent. Many of the business-level strategies—for example, in hardware-focused SBUs—were likely abandoned. On the other hand, when Microsoft rolls out Bing and partners with 
Facebook, Google’s business-level strategies will be most important in figuring out how to compete in this new online search environment. 
· Balance of the strategic levels is difficult and can be an area where many companies falter. In larger organizations, the strategic responsibilities will reside in different individuals and teams. This helps assure that no level is completely neglected, but it doesn’t address the appropriate mix of strategic levels. Some organizations have implemented a periodic review of strategies at all levels of the firm to try to assess the health of the overall company and its business models. 
Ethical/Social Issues
1. Given that traditional U.S. firms such as IBM have over 70 percent of their employees and over 60 percent of their revenues outside the United States (in 2009), what is an appropriate definition of a “U.S. firm”? Is there any special consideration a firm should have for its “home country”? 

a.  A “U.S. firm” typically will have its headquarters inside the U.S. So where the CEO and senior leaders are located is the “home” of the firm. Historically, where the company is incorporated and what stock market its shares are listed on have also been used to denote a home country firm. In today’s “flatter world,” the senior officers of large firms may not all be in the same country. Some traditionally U.S. firms such as Accenture, Tyco, and Ingersoll-Rand have moved their incorporation to places like Bermuda, the Cayman Islands, or Ireland, largely for tax reasons, though all still maintain their senior offices largely in the U.S. 
b. A home country in most corporations still carries significant influence in the organization, structure, and culture of the firm. However, in a global economy, the corporation must make decisions based on what is best for the variety of stakeholders. Hiring and investment decisions are made relative to the competitive environment and often only limited consideration is given to the home country ahead of other locales for investment and the growth of the firm. 
2. Corporate leaders are responsible for guiding the firm’s strategies. Their goal is to help the firm gain and sustain a competitive advantage and thus a profit for the shareholders. What responsibility do company managers have for other consequences of their strategies? For example, should Walmart try to mitigate the negative impact its arrival in communities can have on small locally owned stores? Why or why not? Explain. 
a. The senior leadership should be accountable for the firm’s performance and its relationship with both internal and external stakeholders. As noted in the chapter, those stakeholders will include the community. However, the influence of the community stakeholders is quite often small relative to many other groups. 

b. Generally, consumer-oriented firms such as Walmart should care particularly about the reception they receive when moving into a new location. However, it is not Walmart’s responsibility to use its competitive advantage to subsidize small locally owned stores that may have difficulty competing against the economy of scale and scope that Walmart has developed. Students may point out that patrons can choose to shop at local stores or big-box retailers. Also, the array of economical products and services provided by major retail chains like Walmart has benefitted all the customers, suppliers, and employees involved. 
Small Group Exercise 1

This exercise builds from the opening ChapterCase1 on Microsoft and Google. It gives the class a chance to reflect on how firm performance can be measured. In particular, how can you tell if a measure such as annual revenue change is different between two competitors. Further, we want the students to consider whether this is an indication of a possible deeper problem or merely something transitory. We will split the class in half for this exercise. One half of the small groups will be Google and the other half will be Microsoft. Then, depending on the time available, we will assign one or all three of the questions to the groups. After the small groups have five or so minutes to discuss the questions, the class returns to normal, and through discussion, brings out the high points of each firm.  

Small Group Exercise 2 

This exercise on the use of blogging by large companies can be used to discuss the communication of strategies by these firms. For more background information on this “Dell hell” example, here is a link to the BusinessWeek article referenced in the exercise. (http://www.businessweek.com/bwdaily/dnflash/content/oct2007/db20071017_277576.htm?chan=top+news_top+news+index_top+story). Students may enjoy surfing the Web for companies that make some of their favorite products. We have suggested a large firm because big and well-known firms have more of an Internet presence than newer startup ventures. Another alternative for this exercise is to look for the corporation’s Twitter postings or their Facebook fan page. We selected blogging for the exercise because that media format provides enough length for the message to be captured fairly quickly. It is also a less restrictive communication tool and provides room for a wide diversity of uses between different firms.
Strategy Term Project
Project Overview

The goal of the strategy term project is to give the student practical experience with the elements of strategic management. Each end-of-chapter assignment requires data collection and analysis relating the material discussed in the chapter to the firm students select here for study throughout the course. At the end of each chapter, we make additional stages of a strategic analysis available. The goal of this term-long project is to provide a tangible application of many of the concepts discussed in the text. By the end of the project, students will not only have practice in using key strategic management components and processes to increase understanding of the material, but also will be able to conduct a complete strategic management analysis of any company.

MODULE 1: INITIAL FIRM SELECTION AND REVIEW

This first task is to identify a firm to study for this course-long project. In the text, we suggest two methods for choosing a firm. The easiest and most consistent method will be to select a medium- or large-sized public company to study. The secondary approach of selecting a local firm can provide challenges regarding the appropriate collection of data. Even if a student works at the firm, there are quite often proprietary limits on the data (especially financial and competitive data) that these firms will allow to be used for such a project. Be sure the student checks with the local firm on data availability

Of course, as the instructor you may choose to assign firms or provide a list of acceptable firms for the student to select from. As you are kicking off this project, now is a good time to discuss appropriate data sources with your students. There is a lot of information available on the Internet. Unfortunately, a lot of it is nonsense, or is at least heavily flawed or biased. Encourage your students to stay away from websites such as “I hate Company X” and to focus on reputable news and market outlets for the bulk of their information. They should use a variety of sources, because even highly esteemed sources like The Wall Street Journal and The New York Times can be biased in choosing their reporting topics and tone. 
Once the firm is selected, it’s time for the students to start gathering information on the history of the firm, its current top management team, and the primary business model for the firm (How does the firm make most of its money?). The goal of this first assignment is basic familiarization with the firm and a check to be sure data sources are forthcoming and reputable. 
myStrategy: HOW TO POSITION YOURSELF FOR CAREER ADVANTAGE
1. If you are about to embark on a new career, what effect should the likelihood of industry growth play in your decision?

It should have some effect, but it is not likely to be the most important concern. If your only goal is to become the head of a large company, market growth and expansion may become a high priority. However, success can be found in many places, and it is usually more important to find a company with good leadership (firm effects) than worry solely about market growth (industry effects).

2. Why could growth rates be an important consideration? Why not?

A high growth rate indicates more and faster advancement. If, for example, you are planning on a career in accounting, you might focus your job search on firms in growing segments of the market such as power, pharmacy services, or property insurance rather than homebuilding or banking. Particularly coming out of a recession when many workers have needed to delay their retirement dates, items like new job opportunities, training, and promotions are more likely in growing organizations. On the other hand, if you know exactly what you want to do or have a passion for something, you should not turn it down simply because higher growth rates may be in some other area. 
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