
Strategic management  

- How a firm outperforms its competition 

 

What is strategy? 

- Choose option to deliver business outcome?  

- Strategos 

o The art of general (Greek) 

- Good strategy 

o Provides clear answers to four key question  

▪ Where do we compete? 

▪ What unique value do we bring? 

▪ What resources capabilities do we utilize? 

▪ How do we sustain unique value? 

 

Why is learning about strategy important? And is important now? 

How do you assess, formulate, execute and monitor strategy?  

Where are we? Where do we want to go? How do we get there?  

 

 

The Strategic Management Process: ASP 

- The full set of commitments, decisions, and actions firm take to achieve strategic 

competitiveness and earn above-average returns  

- Identifying marketplace opportunities and threats in the external environment  

 

A- Analysis 

a. Review of a company’s competitive landscape, identifying competitors, 

naming their differentiations, and detailing a profile of those competitor’s 

customers 

S- Strategy  

P-performance  

 

Chapter 1 – strategic management and strategic competitiveness  

 

Strategy 

- Integrated and coordinated set of commitments and actions designed to exploit core 

competencies and gain a competitive advantage  

 

Strategic competitiveness 

- Formulating and implementing a value creating strategy 

 

Strategic management process 

- The full set of commitments, decisions, and actions firms take to achieve strategic 

competitiveness and earn above-average return  

 

Strategic Leaders 
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- People located in different areas and levels of the firm using the strategic management 

process to select actions that ‘help the firm achieve its vision’ and ‘fulfill its mission’ 

- Must have tenacity and a willingness to be brutally honest in order to be successful 

 

Competitive advantage 

- Implementing a chosen strategy, it creates superior value for customers and when 

competitors are not able to imitate the value the firm’s products create or find it too 

expensive to attempt imitation  

- Ability of a firm to outperform its rivals 

 

Average returns 

- Returns “equal” to those an investor expects to earn from other investments possessing a 

similar amount of risk  

 

Above-average returns 

- Returns in “excess” of what an investor expects to earn from other investments with a 

similar amount of risk  

 

 

Capability  

- Capacity for a set of resources to perform a task or an activity in an integrative manner 

 

Risk 

- Investor’s uncertainty about the economic gains or losses that will result from a particular 

investment  

 

Global economy  

- One in which goods, services, people, skills, and ideas move freely across geographic 

borders 

 

Organizational culture 

- Refers to the complex set of ideologies, symbols, and core value that individuals 

throughout the firm share and that influence how the firm conducts business 

 

Analyzed SWOT 

- Strength 

- Weakness 

- Opportunity  

- Threats  

 

The Global Competitive Landscape 

- Increasing  

o Market volatility 波動 and instability 不穩 due to the rapid pace of change in 

markets 

o Blurring of market boundaries 

o Globalized flow of financial capital  
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o Need for flexibility, speed, innovation, and integration in the use of technology  

o Strategic and operational complexity of global-scale competition 

o Rising product quality standards 

- Decreasing 

o Traditional time for adapting to change 

o Traditional sources of competitive advantage 

o Traditional managerial mindset  

 

Hyper competition  

- Condition where competitors engage in intense rivalry, markets change quickly and 

often, entry barriers are low  

 

- Describes a competitive landscape 

o Rivalry tends to occur among global competitors who innovate regularly and 

successfully  

 
 

The Competitive Landscape  

- The fundamental nature of competition in many of the world’s industries is changing 

     
 

Technological Changes 
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Strategic Flexibility  

- Set of capabilities firm used to respond to various demand and opportunities in the 

hypercompetitive landscape 

- Involves coping with the uncertainty and risks of hypercompetitive environments 

- Must first overcome built-up organizational inertia 

- Requires developing the capacity for rapid and broadly  

o Continuous learning  

o Applying 

- New and updated skills sets and competencies to the firm’s competitive advantage  

 

 

Industry Organization (I/O) Model  

- Puts emphasis on the external environment, which plays a role in determining a 

company’s ability to achieve above-average return  

 

- The external environment  

o Study the external environment, especially the industry environment 

o The general environment  

▪ Composed of dimensions in the broader society that influence an industry 

and the firm within it 

o The industry environment 

▪ The set of factors that directly influence a firm and its competitive actions 

and response  

▪ Threat of new entrants, power of suppliers, power of buyer, product 

substitutes 

o The competitor environment 

 

- An attractive industry  

o An industry with opportunities that can be exploited by the exploited by the firm’s 

resources and capabilities 

o Locate an industry with high potential for above average returns 

o An industry whose structural characteristics suggest above-average returns 

- Strategy formulation  

o Identify the strategy called for by the attractive industry to earn above-average 

return 
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o Selection of a strategy linked with above-average return in a particular industry  

- Assets and skills  

o Develop or acquire assets and skills needed to implement the strategy 

- Strategy implementation  

o Selection of strategic actions linked with effective implementation of the chosen 

strategy 

- Superior returns  

o Earning of above-average returns 

 

Industry Organization Model 

- 4 underlying assumption 

o The external environment imposes pressures and constraints that determine 

strategic choices 

o Similarity in strategically relevant resources causes competitors to pursue similar 

strategies 

o Resource differences among competitors are short-lived due to resource mobility 

across firms 

o Strategic decision makers are rational and engage in profit-maximizing behaviors 

 

Five Forces Model of Competition  

 
 

Industry profitability  

- A function of interactions among the five forces  

- E.g., rate of return on invested capital relative to cost of capital  

 

Industry attractiveness  

- Equates to its profitability potential for earning above-average returns by: 

o Producing standardized goods or services at costs belove competitor costs (a cost 

leadership strategy)  

o Providing differentiated goods or services for which customers are willing to pay 

a price premium (a differentiation strategy)  

 

Resource Based Model  
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- Assumes that each organization is a collection of “unique resources and capabilities” 

- Differences in firm’s performance across time can be attributed to the unique capabilities 

and resources of each company  

 
 

Resources 

- Input into a firm’s production process, such as capital equipment, the skills of individual 

employees, patents, finances, and talented managers 

 

Capability  

- Capacity of an integrated set of resources to integrative perform a task or activity in an 

integrative manner 

 

Resource Based Model Assumptions 

- Firms acquire different resources 

- Firms develop unique capabilities based on how they combine and use resources 

- Resources and certain capabilities are not highly mobile across firms 

- Differences in resources and capabilities are the bases of competitive advantage and a 

firm’s performance rather than its industry’s structural characteristics  

 

 

Resources as Core Competencies 

- Core Competencies 

o Capabilities that serve as a source of competitive advantage for a firm over its 

rivals 
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Strategic Decision Making  

 

 
 

 

 

Vision  

- Is what we want to be  

- The picture of what the firm wants to be and, in broad terms, what it wants to achieve 

 

- Successful Vision  

o In an enduring word picture of what the firm wants to be and expects to achieve in 

the future 

o Stretches and challenges its people  

o Reflects the firm’s values and aspirations 

o Is most effective when its development includes all stakeholders 

o Recognizes the firm’s internal and external competitive environments 

o Is supported by upper management decisions and actions 

Mission  

- Is why we exist 

- Specifies the businesses in which the firm intends to compete and the customers in 

intends to serve 

 

- Effective Mission  
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o Specifies the present business in which the firm intends to compete and customers 

it intends to serve 

o Has a more concrete, near-term focus on current product markets and customers 

than the firm’s vision 

o Should be inspiring and relevant to all stakeholders 

 

Values 

- Is what we believe 

Strategy 

- Is what our competitive game plan will be 

Balance Scorecard 

 Is how we will monitor our plan  

 

 

Stakeholders 

- Individuals, groups, and organizations that can affect the firm’s vision and mission, 

- Are affected by the strategic outcomes achieved, and have enforceable claims on the 

firm’s performance 

- Power is the most critical criterion in prioritizing stakeholders 

 

o  
 

- Capital Market Stakeholders 

o Shareholders 

o Major suppliers of capital  

o Satisfied when a return align with the amount of risk they incurred by investing in 

a company or lending the company money  
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o  
 

- Product Market Stakeholders 

o Primary customers 

o Suppliers 

o Host communities 

o Unions  

o  
 

- Organizational Stakeholders 

o Employees 

o Managers 

o Nonmanagers 

o  
 

 

The work of Effective Leaders 

- Have a strong strategic orientation that relies on thorough analysis when taking action  

- Located at various levels throughout the firm 

- Want the firm and its people to accomplish more 

- Innovative thinkers who promote innovation 

- Leverage relationship with external parties while simultaneously promoting exploratory 

learning 

- Have a global mindset and approach to management  
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Chapter 12 - Strategic leadership 

 

Strategic Change 

- Change resulting from selecting and implementing a firm’s strategies 

 

Strategic leadership 

- The ability to anticipate event, envision, maintaining flexibility, and empower others to 

create strategic change as necessary 

 

- Multi-functional work 

- Consideration of the entire enterprise 

- A managerial frame of reference 

 

Strategic leadership is the ability to: 

- Anticipate 

- Envision 

- Maintain strategic flexibility 

- Empower others to create strategic change 

 

Effective Strategic Leaders: 

- Prerequisite to using the strategic management process successfully 

 

- Manage the firm’s operation effectively 

- Sustain a high performance over time 

- Make better decisions than their competitors 

- Make candid, courageous, pragmatic decisions 

- Understand how their decisions affect the internal systems 

- Solicit 360 feedback about their decisions and visions 

 

Managerial Discretion 審慎 

- The degree of latitude for action when making strategic decisions, especially those 

concerned with effective implementation of strategies 

 

Factors affecting the amount of discretion: 

- External environment sources 

o Industry structure 

o Rate of market growth 

o Number and type of competitors 

o Nature and degree of political/legal constraints 

o Degree to which products can be differentiated 

- Characteristics of the organization 

o Size 

o Age 

o Culture 

o Availability of resources 
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