MGMT 480 – Ch #1

The handouts I use in this course are similar to those I use teaching the traditional in-class MGMT 480.  I have the key areas I want to emphasize in BLACK and it matches the words on the handouts I use there.  On this handout, I put the comments that I normally make in class in RED so that you can understand more about the topic and the context.  To be successful on the exams and the Strategic Analysis Paper, you must also read the textbook.  There will be items on the exams that do not appear on these handouts.  Additionally, there will be more depth to the content in the book that is important to cover in preparation for the exam and the Strategic Analysis paper.
Learning Objective:
1) To learn the six dimensions of strategic decisions.

2) To learn the difference between corporate- and business-level strategies.
The Nature and Value of Strategic Management:
1) See figure on page 2.  When you look at this figure, you see the strategic planning cycle.  It begins with setting a direction for the company by formulating a mission statement.  
Next, internal and external environmental factors are identified and evaluated.  Internally, the company examines what its capabilities and deficiencies are in pursuing its mission.  Simultaneously, the company identifies and examines the opportunities and threats that it must address in the external environment.  
The next step is to select a strategy that is consistent with the mission, but which takes into account factors in its internal and external environments.  
Then, the strategy is implemented by organizing, directing, and motivating employees through strategy-serving tools. 
Last, the firm obtains and uses feedback information to assist it in considering the impact that new information may have on the organization’s strategic choices.
Dimensions of Strategic Decisions:

1) They require top-management decisions.  As with the NORPAC example, the cost factors and time horizons are so material that they need to be considered and finally decided upon by executive management and the board of directors.
2) They require large amounts of the firm’s resources.  The consequences of strategic decisions are too material to ignore.  These are major decisions for an organization.
3) They affect the firm’s long-term prosperity.  Making an optimal choice, although time-consuming, is imperative because it may not be reversible.
4) They are future-oriented.  This is, after all, why planning occurs.  It prepares the company for the future, not for the past or the present.
5) They usually have multifunctional or multibusiness consequences.  These are complex situations with spillover effects.  In the NORPAC example, building newsprint plants affected other segments of Weyerhaeuser’s business.
6) They require a consideration of the firm’s external environment.  Weyerhaeuser went to considerable lengths to evaluate its external environment AND its internal environment, before deciding on both whether to build a new newsprint plant and then how it should best be structured.
Three Levels of Strategy:

1) Corporate level.  These are choices made by executive management and boards of directors about which businesses a multibusiness organization should operate in.
2) Business level.  These are choices made by unit management about how a particular unit can best be positioned to compete in a single business unit.
3)
Functional level.  These are plans that are formed and implemented by supervisory managers within a particular business unit that accomplish business level strategies.
Strategic Management as a Process:
1) Changes in one area will affect other areas.  The NORPAC discussion is a good example of this principle at work.
2) Strategy formulation and implementation are sequential.  Strategic implementation tools cannot be designed and used until a strategic plan has first been selected.
3) Feedback is a necessity.  This is now new information and knowledge is incorporated into planning.  This is one way in which the organization improves itself over time.
4) It must be regarded as a dynamic system.  Changes are constantly occurring both inside and outside the firm that may lead to dramatic changes in the firm’s choice of strategy and how it is implemented.
