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Preface

New to This Edition

With this edition we have updated 40 percent of the chapter material, 11 end-of-chapter mini-
cases, and virtually all new examples in the chapters. Specifically, new material includes the

following items outlined in this section.

Chapter 1 Cohesion Case on Coca-Cola
Company (2018)

Students apply strategy concepts to Coca-Cola
through 25 new, innovative Assurance-of-Learning
Exercises provided at the end of chapters. Coca-Cola
is one of the most successful, well-known, and best-
managed global companies in the world.

Mini-Cases
11 new mini-cases, one at the end of each chapter.
Complete with questions designed to apply

chapter concepts, the new mini-cases focus on the
following companies:

e Chapter 1: Tesla, Inc.

e Chapter 2: Ford Motor Company

e Chapter 3: Sam’s Club.

e Chapter 4: Procter & Gamble (P&G)

e Chapter 5: Facebook, Inc.

e Chapter 6: Boston Consulting Group

e Chapter 7: De Beers Group

e Chapter 8: Hasbro, Inc.

e Chapter 9: TJX Companies, Inc.

e Chapter 10: Chick-fil-A

e Chapter 11: Lynk & Company

Chapter Capsules—All NEW

Within each chapter, a new EXEMPLARY
STRATEGIST, GLOBAL CAPSULE and
ETHICS CAPSULE are provided.

Strategist Capsules—one at the beginning
of each chapter to showcase an individual that
is employing strategic management exception-
ally well.

Global Capsules—provided to showcase
the strategic relevance of material to global op-
erations, issues, and conditions.

Ethics Capsules—developed to accent the
fact that “good ethics is good business” across
all aspects of the strategic-management process.

A02_DAVI2221_17_SE_FM.indd 13

THE COHESION CASE

Coca-Cola Company, 2018
BY FRED R. DAVID
www.coca-cola.com, KO

Headquartered in Atlanta, Georgia, Coca-Cola Company (Coke) is the world’s largest producer
and distributor of beverages, marketing over 500 nonalcoholic brands in more than 200 countries.
Coke has 21 billion-dollar brands, 19 of which are available in lower- and no-sugar options. Four
of the top five beverages sold globally are Coke products: 1) Coca-Cola, 2) Diet Coke, 3) Fanta,
and 4) Sprite. Other Coke products include Dasani waters, Fanta, Gold Peak teas and coffees,
Honest Tea, Powerade sports drinks, Simply juices, Glaceau Smartwater, Sprite, and Zico coconut
water. However, company’s revenues for 2017 declined 15 percent, so rumblings are spreading
within the firm.

MINI-CASE ON THE BOSTON CONSULTING GROUP

WHAT AMERICAN FIRM HELPS THE
MOST COMPANIES DO STRATEGIC
PLANNING?

The answer to the question posed above might be the Boston Consulting Group (BCG) headquartered
in Boston, Massachusetts. A worldwide management-consulting firm founded in 1963, BCG had rev-
enues of $6.3 billion in 2017 and more than 16,000 employees. BCG’s President and CEO is Rich
Lesser. BCG was ranked third among Fortune’s “100 Best Companies to Work For” in 2017 and was
ranked first among Consulting Magazine’s 2016 “Best Firms to Work For.”

In formulating strategies, some firms use BCG’s Advantage Matrix to portray on the x-axis the
“size of a firm’s competitive advantage (Low versus High)” and on the y-axis “the number of ap-
proaches a firm can use to achieve competitive advantage (Low versus High).” Based on these two

A

Pressmaster/Shutterstock

I

What Are Your Thoughts on
This Idea?

axes, strategic implications for firms located in one of four quadrants can be labeled, according to

BCG, as: Fi

EXEMPLARY STRATEGIST SHOWCASED

Anthony Wood, Founder and CEO

of Roku, Inc.

‘Anthony Wood, who started Roku in 2002, might be the next Steve Jobs

or Mark Zuckerberg,

Volume, and as ill

d below:

@;

R

that provides media players,
in Los Gatos, Calffornia, Rok

ETHICS CAPSULE 10 )

‘own special operating systen]
the United States are power
market share is growing nea
biggest rivals, Roku reles sof
ers; Roku does not make its

TOMS Shoes, Inc.: Shoes Are Magic, Put Shoes on Every Child on the Planet

Headquartered in Santa Mo|
high social responsibility, exc
mitment to fair-labor pract|
design and manufacturing
emphasizes philanthropy as
as evidenced with its “One
company donates a pair of s

respective shoe or pair of sunglasses purchased. Another key te-
net of TOMS' business model is its nonprofit foundation, Friends
of TOMS, which organizes and leads several meaningful service
activities, including the One Day Without Shoes initative aimed at
raising global awareness of health risks associated with not wear-
ing shoes. Supporters of TOMS have the opportunity to volunteer
for senvice trips to countries where the company’s donations will be
distributed to local communities in need. On their website, www
tomscampusprograms.com, TOMS provides students with infor-

Yongju Kwon/Shutterstock.

GLOBAL CAPSULE 6

India’s Economy Is Booming

For fiscal 2017-2018, India's gross
domestic product (GDP) grew to 7.2
percent, one of the highest national
growth rates on the planet. India
has recently implemented many
business-friendly reforms  such s
the Goods and Services Tax (GST) on

ruling on October 18, 2017, that
“sexual intercourse with a girl below
18 years of age is rape regardess of
whether she is married or not.” This
legal change is intended to prevent
thousands of older men marrying
13- to 16-yearold girls that here-

STk WARREF CHART.

5{.3—-’ -4

£g S
'“‘;::I/rh |Ii|i li Illlllll

July 1, 2017, that merged nearly all R % tofore had commonly occurred in
existing taxes into a single system -, 1 % India. The number of female employ-
of taxation. India’s population of 5 eesinIndian companies increased by
1324 billon (versus 295.5 millon in 4 . N £ 5 percent in 2017, compared to the
the United States) is mostly a middle - S previous year, moving the overall per-
dlass willing to spend money in the 2. centage representation of women in

"

most populated democratic country
in the world. Indias economy is

Indian companies to 30.55 percent.

Should Your Firm Be Doing Business in India?
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Exemplary Strategist Capsules

Global Capsules focus on the

Ethics Capsules address the

Chapter focus on the following people: following topics: following issues:

1 Legendary Coach of the Green Bay Mobike: Global Bike Renting Takes off What Ethics Variable Is Most
Packers—Vince Lombardi Like a Jet Plane Important in Doing Business?

2 CEO and Founder of FedEx LinkedIn: Clear Core Values, Vision, and Facebook: Changing Our Mission to
Corporation—Frederick Smith Mission Lead to Global Prominence Enhance Our Ethics and Integrity

3 CEO and Co-founder of Pinterest— What Company Is Growing Fastest Preserve Alaska Wildlife or Boost
Ben Silbermann Globally? Alaska Economy?

4 CEO and Cofounder of Tesla and Bitcoin: The New Global Currency The Sagebrush Lizard versus the Big
SpaceX—FElon Musk Oil Man

5 CEO of Apple, Inc.—Tim Cook How Can a Firm Determine Where To Are CEOs Less Ethical Today Than in

Initiate New Business? Use GDP as a Guide  the Past?

6 CEO of Hobby Lobby—David India’s Economy Is Booming As We Strategize We Must Not
Green Jeopardize Animal Welfare

7 Former CEO of PepsiCo—Indra Four Guidelines to Follow in Global Do Firms Need a Policy Against
Nooyi Marketing Workplace Phubbing?

8 CEO of JPMorgan Chase, Jamie The Least (and Most) Corrupt Countries Projected Financial Statement
Dimon in the World for Doing Business Manipulation

9 CEO and Founder of Roku Inc.— What Country’s New Strategy Is Called Achieving Exemplary Business Ethics
Anthony Wood “Vision 2030™? Through Exemplary Transparency

10 CEO (former) and Chairman of India Is Turning Garbage Into Cash TOMS Shoes, Inc.: Shoes Are Magic,

11

Microsoft—Bill Gates

CEO of Philip Morris International—

Andre Calantzopoulos

China Aims for Superiority in Quantum
Computing

Put Shoes on Every Child on the Planet

Which Two U.S.-Based Airlines Are
Worst on Customer Service?

Assurance-of-Learning Exercises —nearly all new and, for the first time ever, organized into
four sets as follows that apply chapter concepts, tools, and techniques:

Set 1: Strategic Planning for Coca-Cola—25 exercises apply chapter material to the Coca-
Cola Cohesion Case to prepare students for doing case analysis on for-profit companies.

Set 2: Strategic Planning for My University—12 exercises apply chapter material to your
college or university to prepare students for doing case analysis on nonprofit organizations.

Set 3: Strategic Planning to Enhance My Employability—14 exercises apply chapter
material to individuals instead of companies to prepare students for making career choices.

Set 4: Individual versus Group Strategic Planning—11 exercises apply chapter material
by comparing the effectiveness of individual versus group decisions; these are fun, in-class
group exercises that yield “a winning individual and winning group” for each activity.

Detailed Chapter-by-Chapter Changes

Chapter 1: THE NATURE OF STRATEGIC MANAGEMENT—SWOT analysis is intro-
duced; the integrative comprehensive strategic-management model is repositioned to the
opening page of each chapter; the model is enhanced to accent the process of strategic
planning being fluid rather than merely a sequence of silo activities.

Chapter 2: BUSINESS VISION AND MISSION—new material is provided on core value state-
ments; new examples abound throughout.

Chapter 3: THE EXTERNAL ASSESSMENT—new material is provided on Porter’s Five-Forces
Model; more guidance is provided regarding how to assign weights and ratings in matrices;
new examples abound throughout; the ratings for a Competitive Profile Matrix now match
the EFE Matrix in form and meaning.

Chapter 4: THE INTERNAL ASSESSMENT—this chapter has been revamped and shortened;
the marketing material is enhanced; new examples abound throughout; the ratings for an IFE
Matrix now match the EFE Matrix ratings in form and meaning.
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Chapter 5: STRATEGIES IN ACTION—new material includes Blue Ocean Strategy, Value Chain
Analysis, Porter’s Two Generic Strategies, and the need for firms to “BUILD, BORROW,
or BUY.”

Chapter 6: STRATEGY ANALYSIS AND CHOICE—the presentation of this chapter that
includes SWOT, BCG, IE, SPACE, GRAND, and QSPM analyses is enhanced and shortened;
two new pages reveal how to estimate costs of recommendations.

Chapter 7: IMPLEMENTING STRATEGIES: MANAGEMENT AND MARKETING ISSUES—
the title of this chapter changed to reflect new marketing material; our new coauthor is a
marketing professor at Baylor University; this chapter is fully updated and enhanced, espe-
cially with new target marketing, segmentation, and positioning analyses.

Chapter 8: IMPLEMENTING STRATEGIES: FINANCE AND ACCOUNTING ISSUES—the
title of this chapter changed since marketing material moved; there is enhanced presentation
of financial and accounting tools, such as EPS/EBIT analysis, Corporate Valuation, and Pro-
jected Financial Statements; a new running example for P&G is provided; numerous author
comments are given regarding the strategic planning template at www.strategyclub.com.

Chapter 9: STRATEGY EVALUATION AND GOVERNANCE—the title of this chapter changed
due to excellent new material on corporate governance being presented.

Chapter 10: BUSINESS ETHICS, ENVIRONMENTAL SUSTAINABILITY, AND CORPORATE
SOCIAL RESPONSIBILITY—this chapter provides updated and new coverage of ethics, work-
place romance, hiring away rival firms’ employees, wildlife welfare, and sustainability. This text
reveals why “good ethics is good business” and why this is a strategic issue. The sustainability
discussion is improved to promote and encourage firms to conduct operations with respect for
the environment, an important concern for consumers, companies, society, and AACSB.

Chapter 11: GLOBAL AND INTERNATIONAL ISSUES—this chapter is enhanced and shortened
but provides new coverage of cultural and conceptual strategic-management differences
across countries. Doing business globally has become a necessity in most industries.

Part 6: STRATEGIC MANAGEMENT CASE ANALY SIS—this section that follows all chapters has
been totally re-written to be more concise and revealing for students performing case analysis.

22 Author-Created Video Assignments

PREFACE

Xv

in the MyLab

We have added 11 videos introducing the content of

Chapter 10: Business Ethics, Environmental Sustainability, and Social Responsibility

each chapter and 11 videos discussing a variety of

important topics such as mission statement delivery,
BCG matrix, corporate evaluation, etc. created by the
author. Each video is associated with multiple-choice
questions to help students assess their learning.

Solving Teaching and Learning
Challenges

The primary challenge facing strategy professors is
to keep students engaged while making sure business
skills are learned. This text leads all others in being
practical, skills-oriented, and unfolding in the same
manner as the process of actually doing strategic plan-
ning unfolds. Students and professors alike appreciate
this practical approach presented in a concise, con-
versational, and exciting manner—beginning with
the integrative model of the strategic-management
process that unifies all chapters. All of the 11 end-of-
chapter Mini-Cases, 471 Review Questions, and 62
Assurance-of-Learning Exercises are designed spe-
cifically to apply chapter concepts.

A02_DAVI2221_17_SE_FM.indd 15
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xvi PREFACE

Mini Sims  put students in professional roles and give them the opportunity

Marketing Mix

to apply course concepts and develop decision-making skills through real-world
business challenges.

Background

Fettle's turmeric product line:

These branching Mini Sims strengthen a student’s ability to think critically,
help students understand the impact of their decisions, engage students in active
learning, and provide students with immediate feedback
on their decisions.

Each decision point connects to the Learning
Objective in the eText.

Organizational Structure

Decision Point: Choosing an Organizational Form
Based on your observations, what organizational form will you choose for Holden Evan?

Select an option from the choices below and click Submit.

The mechanistic form. Formal rules and standardized procedures are needed to ensure
E— EED accomplishment of company goals.

Results

Students tell us they enjoy
learning through Mini Sims!

It doesn't mater which form; organizational forms are not important.

£ v
=
X

The VP of Marketing brings you up to speed on In Fine

*Our food scientists have created three turmeric-based

products: meal replacement shakes, soups, and nutritiona
gummies. Turmeric has been shown to have many health
benefits including reducing inflammation, improving brain
function, and fighting depression.

is product line.
ent of the marketing

[ P =| @ in and place.

plan that will create
ver the next year.

tof consumers who are demanding healthier foods.
00d plays in health and wellness and are willing to
mind that food marketing is a competitive industry,

wnch.”

ious Next >

MY PROGRESS - 7% QE

e

You selected that it doesn't matter which form: organizational forms are not important. This
was not the best choice. Organizational forms can have a great effect on how employees
The organic form. Flexibility is importantto adaptt  function within a company, and it is important to choose an optimal form. Based on the
senior staff generally need few rules and licde dire' o rganizational information, a form that allows flexibility and autonomy would allow the

their own, giving the company flexibility and the ability to respond quickly.

e e e
Beincsauape e i educated, professional Holden Evan employees latitude to make necessary decisions on
YourReport | v stasmsanmng s (T 2 25 4
~ becsion Pt Choosing an Orgariztons Form o pois 1 cutots ubm
Sasadonyour ohearasons. wha rganizasonal for i you choos o Hokden Evar? Click Next to continue.

Forma
scsempiarmane ot esmeany gout

 previous
Q@

T oqanic form. Py i mporancao e 2 cranging concisons and Holcen
B0tz ¥ ey e e 1 A AN 20

T outefs poi

The Chapter Warm-up assessment helps you hold your students  Homework: Chapter 2 Warm-up

Previous Next
< >

accountable for READING and demonstrating their knowledge on key — score:oor i 1er140compee)y )

concepts in each chapter before coming to class. Warm-up 211

The vision statement answers which of the following questions?

A. What are our markets?
What do we stand for?

B.
C. What do we want to become?
D.
E

0000

) D. Where do we want to operate?
) E. Wnatis our purpose?

C

Click to select your answer and then click Check Answer.

All parts showing - (S

|
show compieted provem ([
HW Score: 0%, 0 of 14 pts |

338 QuestionHelp  KF

M

Quiz: Chapler 2 Quiz gyl Chapter Quizzes

This Question: 1 pt 4 20125 (0 complete) w |I] This Quiz: 25 pts possible
bl . . ..
pr— pro— assess your students’ understanding of chapter learning objectives.

O A. Vision s viewed negatively by some stakeholders of a firm.
O B. Profitand vision statements are usually found in an Annual Report.

O C. Profit i viewed negetively by some siakeholders of 2 im.

O D. Manager and employee bonuses are usually based on proft

OFE. Top g mission and vision

Click to select your answer.

“e

The David Approach Is Unique

Every chapter has quizzes written by the textbook authors so you can

This textbook is globally considered to be the most practical, skills-oriented strategic manage-
ment textbook on the market. All chapters unfold from a widely used integrative model of strate-
gic planning, so students learn the “process of doing strategic planning,” rather than focusing on
seminal theories in strategy. The David approach is “learning by doing”—students develop skills
that can enhance their own employability through numerous features, such as 62 new Assurance-

of-Learning end-of-chapter exercises in this edition.
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In addition, we offer more coverage on important topics, such as business ethics, social re-
sponsibility, and sustainability, than any other strategic-management textbook, including topics
such as bribery, workplace romance, devising codes of ethics, taking a position (or not) on so-
cial issues, and preserving wildlife—topics that
other textbooks do not mention, even though

companies continually face strategic decisions The Association to Advance Collegiate

in these areas. Schools of Business (AACSB) Interna-
We also offer more overage of global/ tional increasingly advocates a more

international issues than any other strategic- skills-oriented, practical approach

in business books, which this text
provides, rather than a theory-based
approach.

management textbook, including topics such
as how business culture, taxes, tariffs, political
stability, and economic conditions vary across
countries—all framed from a strategic-planning
perspective.

Lastly, this textbook is trusted across five continents to provide students (and managers) the
latest skills and concepts needed to effectively formulate and efficiently implement a strategic
plan—a game plan, if you will—that can lead to sustainable competitive advantages for any type of
business. This text meets all AACSB International guidelines for the strategic-management course
at both the graduate and undergraduate levels, and previous editions have been used at more than
500 colleges and universities globally.

Developing Employability Skills

Using this text, students learn how to actually do strategic planning—this is a huge employability
skill because employers recognize the benefits of employees having an understanding of what a
firm is trying to achieve and why. Nearly all students using this text also use the free strategic-
planning template at the www.strategyclub.com author website; many students include this skill
on their resume to showcase their experience using this Excel software commonly used by busi-
nesses for doing actual strategic planning.

Instructor Teaching Resources

The following supplements are available with this text:

Supplements available
to instructors at www.

pearsonhighered.com Features of the Supplement

Chapter Instructor’s Resource e Chapter-by-chapter summaries

Manual * Chapter Outlines with teaching tips

authored by Forest David * Answers to end-of-chapter Review Questions

* Answers to the end-of-chapter Assurance-of-Learning Exercises
* Answers to the end-of-chapter two Mini-Case Questions
» Examples and activities not in the main book

Case Instructor’s Manual  Case abstract followed by a complete strategic plan for the firm
authored by Forest David * Vision and mission statements
» External and internal assessments with ratio analyses
* Analyses that include SWOT, BCG, IE, SPACE, GRAND, QSPM
* Recommendations and projected financial statements

Test Bank Over 1,500 multiple-choice and true/false questions with these annotations:
authored by Ramachandran * Difficulty level (1 for straight recall, 2 for some analysis, 3 for complex analysis)
Subramanian from Stetson * Type (multiple-choice, true/false, and essay questions)

University * Learning Objective (the concept the question supports)

* AACSB learning standard (Written and Oral Communication; Ethical Understanding and Reasoning;
Analytical Thinking; Information Technology; Interpersonal Relations and Teamwork; Diverse and
Multicultural Work; Reflective Thinking; Application of Knowledge)
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Supplements available
to instructors at www.

pearsonhighered.com Features of the Supplement

Computerized TestGen TestGen allows instructors to:
* Customize, save, and generate classroom tests
» Edit, add, or delete questions from the Test Item files
* Analyze test results
* Organize a database of tests and student results.

PowerPoint Presentation PowerPoints meet accessibility standards for students with disabilities. Features include, but are not
authored by Ramachandran limited to:

Subramanian from Stetson * Keyboard and Screen Reader access

University  Alternative text for images

e High color contrast between background and foreground colors
e Image Library includes graphs, tables, and equations.
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