Lesson 1

Reasons for Strategic Complexity:

e Globalization

e Change

* Dynamism
Vision> Strategic Analysis (scanning with the 7 questions that mgmt. should ask
itself)> Strategic Formulation—>finally Strategic Solution

Industry: the participants
Market: the buyers (market analyzed by Strategic Group Mapping)

Lesson 2

Why Apple May Grow Only in Single Digits?2 "4
What is their strategy?: premium products at premium price mar%o U
* Not enough new customers for this type of techrg@_ e

e (Case of managing investor expectatlﬁg
d, c ( aﬁ%“strateglc lock-in”)

e Low switching costs ( Apple soft
* They are stagnatin
* There are Q\P\Ee curre
* Plan ?X&l enter ne aﬁ'% thus Apple is going into glasses/watches/TV
marke
o YET, they have different competitive dynamics
o It take away core resources to develop this
o Here you are taking away managerial attention (not seen as innovative
approach if ignore the old product!)
When to introduce an innovation: as soon as maturity about to decline in the product
lifecycle—> will create an S-curve
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. Economies of scale

Economies of scope (physical when you put under one brand different products)
a. Manage intangible assets through economies of scope

Shareholder interest

Diversify risk

Bargaining power over supplier

Attracting top talents and financial resources

Deploying free resources (reusing resource you didn’t use)
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Lesson

State of the R&D Process

Basic Applied Product

Research Research Development

Development of Application of scientific Identification of relevant
scientific knowledge knowledge to the solution  consumers. Tailoring of the
that is applicable to of a specific problem. product/process to the

a wide range of Development of new needs of consumers

potential uses. product or processes

@

1) Basic research (hard to protect, not interesting for firms; knowledge spillovers; done

by universities
e.CO M

2) Applied research

3) Product development J"esa,\

4

—>both can often be protec ﬂng)or C ; possibility to stop other fro

making use of it; fo ever @ w s the patent racing;
|mportan mf tltlve be TZ

Three Types of Innovahon

1 ) Process: eg. NIKE Lunar sneakers younger audience

2) Product: any form of product innovation like augmented reality; contact lenses
detecting the need to getting an insulin shot, etc.

3) Business Model: eg. DELL (as an approach to the market; sales process
revolutionized) eg. ZARA business model eg. 20 minutes (Swiss newspaper; 1998
ad paid advertising was initiated; targeting the people commuting; gaining
leadership;

KEY IDEA: 88% of product innovations fail to meet the ROI; 60% imitated by
competition in 4 years
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FORD CASE

Decline sta ges: the process when resources decrease that has the threat of

failure and how to counterattack them through Co rpo rate Turnaround
1) Blinded:
a. Good info; accounting systems—> document the best; average good

companies max 4 months gives a status quo
2) Inaction: not addressing the cause!

a. Prompt active;
3) Faulty action:

a. Corrective action; improve the current status quo; improve what we
are currently doing
4) Crisis:
a. Effective reorganization; otherwise here suffer because you didn’t
adapt through corrective action, run out of cash flow, bad liquidity
5) Dissolution: if didn’t pass, the company dies \L

When Corporate Turnaround OccurS\e cO-
1) Expansion stage (high growth, vivid marketﬁgs

Early warning stage (loss of turno
‘ﬁc le, los Cﬁ) fit, lack of liquidity)

2)
3) Crisis stage Iacklng eco
4) Turnaround Sta%% turno n of costs
retre@v@ sae?agg@e
Most mentioned case; tailoring; when to deliver; scientific approach in the use of

capabilities

What is the current situation at Ford?

* Loss of customers * No easy way to make change
* Active inertia * Longtenure

e Lack of adaption * Freshideas

* Reputation issues (ext vs. Int) e Family orientation

* Drop in demand * Price war relocation

* Willingness to change
* Rockstar CEO Mr. Fields
* Need for change
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What did they do?

1) Communicate constantly w/ organization; motivate w/ truth

2) 60 days to figure out the new strategy; Ford announced the #s (asking for
additional time is a bad practice; CEO is always responsible; Bill Ford was
removed)

3) They got a new CEO; there were discrepancies as showed throughout the movie

KEY IDEAS: never communicate too early otherwise destroys trust!; turnover is

pressure to cut costs; downward spiral with focus on cutting costs; need to know how to
combine retrenchment and recovery

Lesson 7

How you perceive and act: Incremental Recovery or Discontinizus

Recovery O U
AChas
Bounded rahonahty you are Imﬂeﬁ&@@%u pzrcelve info is limited; biases

how managers respond durlngﬁ%c@ 29 O_‘

KEY ID w agemen@@@g or Management Interpretation= Strategic

Behavior During Decline
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Managerial Challenges During Decline
Situation 1: Dissolution, Case Blockbuster vs. Netfix

CEO orientation

Internal orientation External orientation

NETELIX

4

Incremental Dlscontmuous\)\g

recovery re%?@@()
Situation 2: Erosion, Case @OS— &,LPostal Service

aligned different
Deutsche Post Q
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Incremental Discontinuous

recovery recovery
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Continuity of Environmental Change

Continuous Discontinuous
Type of Change in ™
Niche Configuration Erosion Contraction
. *Don't know if
Niche Size o there will be a
s eg. US, rebound or not
national mail : AD

Niche

CEO identity attractiveness

Dissolution || Collapse
" a change in .
Niche Shape | * 5408 :’;};‘:‘gm“ﬁg&?
» dissapearing advances
» eg. Netflix vs. « eg. tape, VCRs

Blockbuster

CEO Interpn s 01"
orientation ~CL AN

‘?ve\"‘e\N

Managerial Bias

+CEO interpretation
*CEO identity
*Urgency preception
*Niche attractiveness

L —

Potential measures

-awareness of individual bias — pr—
*senior team composition
*strong board of directors

»stakeholder movement -
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