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Factors 

Other Teaching Tools

For a description of each of these valuable teaching tools, please see the Preface in this manual.
Student Learning Tools

Student Online Learning Center (OLC) (www.mhhe.com/ghillyermanagement) 
Student Study Guide
Spanish Translation Glossary (OLC)

Spanish Translation Quizzes (OLC)
Instructor Teaching Tools
Instructor Online Learning Center (www.mhhe.com/ghillyermanagement)
Annotated Instructor’s Resource Manual
IRCD (Instructor’s Resource Manual, Test Bank, PowerPoints, EZtest)
Asset Map 

PageOut

PowerPoint Presentations (on IRCD and OLC)

Test Bank 

Management at the Movies (DVD)

Management Videos on DVD 
Enhanced Cartridge option

Spanish Translation Glossary (OLC)

video NOTES
Two video series are available for use with Management: A Real-World Approach.
Management at the Movies 

This innovative video collection includes video clips from twenty of the best Hollywood films. The Video Notes section of this Instructor’s Resource Manual (beginning on page V.1) provides Instructor’s Teaching Notes for each of the video segments, along with Student Materials keyed to chapter concepts.

Movie 7. “Blackhawk Down” (“The Plan”) (3:16) 
This video segment shows the meeting that covers the doomed military assault plan in Mogadishu, Somalia. It illustrates the vital role managers play in implementing strategies to achieve an organization’s mission. 

Movie 9. “Apollo 13” (“The Launch”) (1:04)

This clip shows the launch sequence for Apollo 13 and illustrates NASA’s organizational structure.
Movie 13. “Hoosiers” (“And Two More”) (4:10) 

This film is loosely based on the 1954 Milan High School basketball team. A veteran coach starts his new assignment by kicking two players off the basketball team. It illustrates effective and ineffective leadership.

Management Videos on DVD

Also included are twenty videos geared to individual chapter topics. The teaching notes for these videos are also included in the Video Notes section of this Instructor’s Resource Manual, beginning on page V.50.

Video 5: “1154 Lill Studio: You Still Going Around with that Old Bag?” (11:30)

The early success and failure of Lill Studio demonstrates the importance of planning and having flexibility within your plan.
BRIEF CHAPTER OUTLINE AND LEARNING GOALS 

CHAPTER 5
Planning and Strategic Management
I.
the planning process
Learning objective 1
Identify and explain the components of the planning process.

A.
Why Plan?

B.
Formal Planning

C.
Functional Plans


D.
The Planning Horizon: Short Range, Intermediate, and Long Range


E.
Operational versus Strategic Plans

Learning objective 2
Contrast strategic planning and operational planning.

F.
Objectives


G.
Management by Objectives

Learning objective 3
Define the Management by Objectives (MBO) process.

H.
Policies

II.
strategy
Learning objective 4
Define strategy and explain the strategic management process.

A.
Levels of Strategy
III.
the strategic management process
Learning objective 5
Define organizational mission and explain how mission relates to long and short-range objectives.

A.
Strategic Management

B.
Formulating Strategy
Learning objective 6
Discuss the components of a SWOT analysis.

C.
Implementing Strategy

D.
Evaluating and Controlling the Strategic Plan

LECTURE OUTLINE AND LECTURE NOTES
The world of work 

Tony Tries a New Approach (Text pages 110-111)
Tony, the newly hired manager of Taco Barn, has realized the scheduling approach he has taken is creating dissention among his employees and wants to fix the problem. He has appointed Kevin, who is in line to be the new shift leader, to work with the staff on the store schedule and develop a team approach. The entire staff has gone through project planning training and Tony anticipates this will improve cooperation.
1.
Do you think the employees will see this as a growth opportunity or as Tony dumping more work on them? Explain your answer.

Initial anger over Tony’s scheduling memo has lessened. Tony is trying a new approach to improve the scheduling function. Tony is employing a management by objectives strategy to get his employees involved by converting organizational objectives into personal objectives. The MBO process assumes employees’ personal objectives will lead to greater employee commitment and lead to improved performance. If employees are willing to develop personal objectives this can lead to a better overall performance and outcome for the company. Initially, employees see this as an opportunity to work as a team and seem to react to the idea positively.

2.
Do you think the employees will be able to manage the schedule as a team? Why or why not?

Initially, the idea of working independent of the manger is attractive compared to the initial mandate set by Tony regarding the scheduling rules. Now it is important for Kevin, as the project leader, to set some policies, procedures, and rules regarding the entire scheduling process. Without some real guidelines to follow, the team approach will be difficult, even if the entire staff agrees to assume responsibility for the weekly store schedule.

3.
What happens if their first attempt at a schedule doesn’t work?

Scheduling will be difficult without policies and guidelines. Without policies, procedures, and rules to govern scheduling, problems will arise. Scheduling procedures should be put in place to help guide the process with a sense of fairness.

4.
Read “The Planning Process” section in this chapter and suggest some approaches that Kevin could use in building the new schedule.

The nature of the planning process mandates that Kevin perform the basic functions of planning. He has to decide which objectives to pursue during a specific time period then plan how to achieve these objectives. This new function is important for Kevin because of what he will learn in the process. First, Kevin will find employee performance more positive if they are involved in the scheduling process. Second, he will learn that the entire managerial performance can be improved using the planning process. And, third, Tony will develop as a better manager through the mental planning process. As he implements these planning objectives, Kevin needs to look at operational plans for short-range planning involving production schedules and day-to-day organizational planning. Along with operational or tactical plans, he will want to look at contingency plans if these scheduling issues come up again. 
	Lecture outline 




lecture notes

	
I.
the planning process
Learning objective 1

Define planning and distinguish between formal and functional plans. (Text pages 112-114)


A.
Planning is the process of deciding what objectives to pursue during a future period and how to achieve those objectives.


B.
Why Plan?


 
1.
Managers can’t perform the other managerial functions without planning.


 
2.
Planning lets the manager actively 
effect events.


 
3.
Planning involves employees throughout the organization, which:


 

a.
improves the quality of the plans



 

b.
enhances the overall understanding of the organization’s direction




c.
fosters a greater personal commitment to the plan



 
4.
Planning can improve managerial 
performance and the quality of work.



5.
The mental exercise of developing a plan can force managers to think more creatively.



C.
Formal Planning


 
1.
Most planning is done on an informal basis.


 
2.
A formal plan is a written, documented plan developed through an identifiable process.


 
3.
Factors such as the environment, 
size, and type of business affect the organization’s planning needs. 


D.
Functional Plans


 
1.
functional plans originate from the functional areas of an organization such as production, marketing, 
finance, and personnel.


 
2.
Most functional plans are interrelated and interdependent.


E.
The Planning Horizon: Short Range, Intermediate, and Long Range


 
1.
The planning horizon varies from industry to industry.


 
2.
In general, short-range plans cover up to one year.


 
3.
Long-range plans typically span at least three to five years, some as far as 20 years into the future, are carried out primarily by top management.


 
4.
INTERMEDIATE PLANS cover the time span between short-range and long-range plans.



5.
Long-term plans influence intermediate plans, which then influence short-term plans.


F.
Operational versus Strategic Plans
Learning objective 2
Contrast strategic planning with operational planning. (Text pages 114-117)


 
1.
Strategic planning is the 
formulation, proper implementation, and continuous evaluation of strategic plans. 





a.
Strategic planning determines the long-run direction and performance of an organization.





b.
The essence of strategic management is developing strategic plans and keeping them current.


 
2.
Operations or tactical 
planning are short-range plans that concentrate on the formulation of 
functional plans.


 
3.
The major difference between 
strategic and operations planning is the level at which the planning is done.


 

a.
Strategic planning is done 
primarily by top-level managers.


 

b.
Operational planning is done by managers at all levels, but 
especially by middle-and lower-level managers.


G.
Contingency Plans 


 
1.
No matter how good the plans are, things can go wrong.


 
2.
Managers must be prepared with a backup plan.


 
3.
Contingency plans address the what-ifs of the manager’s job.





a.
They get the manager in the habit of being prepared and knowing what to do if something does go wrong.





b.
Contingency planning is most needed in rapidly changing 
environments.


H.
Objectives


 
1.
Objectives are statements outlining what your are trying to achieve; they give an organization and its members direction and purpose.


 

a.
Management is defined as coordinating an organization and its members' direction and purpose.


 

b.
All managers and employees should have objectives.



 

c.
The objectives at all levels should mesh together.



 
2.
Long-range objectives go 
beyond the current fiscal year and must support and not conflict with the organizational mission.


 
3.
Short-range objectives are generally tied to a specific time period of a year or less and are derived from an in-depth evaluation of long-range objectives.


 

a.
Objectives should: 





i.
be clear, concise, and 
quantified when possible






ii.
span all major areas of the organization 






iii.
be reasonably consistent among themselves



 

b.
Objectives fall into four categories:






i.
profit-oriented






ii.
service to customers






iii.
employee needs and well-being






iv.
social responsibility



 

c.
Another classification scheme:






i.
primary objectives relate 
directly to profit





ii.
secondary objectives apply to specific units





iii.
individual objectives directly concern the organization’s employees





iv.
societal objectives relate to the local, national, and global communities


 

d.
Types of objectives: 





i.
profitability






ii.
markets






iii.
productivity






iv.
product






v.
financial resources






vi.
physical facilities






vii.
research and innovation






viii.
organization structure






ix.
human resources






x.
social responsibility



I.
Management by Objectives
Learning objective 3
Define Management by Objectives (MBO) process. (Text pages 117-120)


 
1.
Management by objectives (MBO) is a philosophy based on 
converting organization objectives 
into personal objectives.


 
2.
According to MBO theory, setting 
personal objectives leads to employee commitment.


 
3.
MBO is also called management by results, goals and control, work planning and review, and goals management.


 
4.
MBO requires collaboration among the various levels of the organization. 


 

a.
People at all levels become aware of organizational objectives.


 

b.
Individual objectives are jointly set by the person and the superior.


J.
Policies


 
1.
Policies are broad, general guides to action that constrain or direct 
objective attainment.


 

a.
They establish boundaries within which employees must operate.



 

b.
Policies make the actions of group members more predictable.



 
2.
A procedure, or low-level policy, 
is a series of related steps or tasks expressed in chronological order for a specific purpose.



 

a.
They define step-by-step methods through which policies are achieved.



 

b.
Procedures emphasize details.


 
3.
Rules require specific and definite actions to be taken or not to be taken in a given situation.


 

a.
They do not permit flexibility.


 

b.
They do not have to specify 
sequence.
Progress Check Questions (Text page 120)
1. Distinguish between formal and functional planning.

2. What is the difference between strategic planning and operational planning? 

3. What are the 10 areas for establishing objectives in most organizations?

4. What is management by objectives (MBO)?
	PowerPoint 5-1
Chapter Title

(Refers to text page 110)
PowerPoint 5-2
Learning Objectives

(Refers to text page 111)
PowerPoint 5-3
The Planning Process
(Refers to text pages 112-113)
critical thinking 

exercise 5-1

Test Your Planning Skills
This exercise asks students to plan a company blood drive. See complete exercise on page 5.36 of this manual.

PowerPoint 5-4
Formal Planning
(Refers to text page 113)
PowerPoint 5-5
Planning (Refers to text pages 114-115)
PowerPoint 5-6
Objectives (Refers to text pages 115-117)
Lecture link 5-1

Guidelines for Setting 
Objectives

Some ideas for setting long-term objectives. See complete lecture link on page 5.31 of this manual.

TEXT REFERENCE 

Study Skills Box: 
The Value of Time 
Management
To reach personal goals an important skill is the ability to manage your time and personal decision making. (Box in text on page 117.) An additional exercise and discussion is available in this chapter on page 5.30 REF CareerDev \h 
 \* MERGEFORMAT 

 REF CareerDev \h 
 \* MERGEFORMAT .
PowerPoint 5-7
Management by Objectives (MBO) (Refers to text pages 117-118)
PowerPoint 5-8
Policies (Refers to text pages 118-120)


	CASE INCIDENT 5.1
First in the Market (Text pages 118-119)
Juan Peron and Greg Waites are working together through a company reorganization of Vantage Engineering. Juan is a process engineer responsible for applications of a chemically processed wood for a specialty market. With the approval of Waites, he is now directing a production pilot plan to process orders for the product based on initial market demand. Responding to their aggressive marketing efforts, a major producer of archery bows has placed an order of 70,000 bow handles. Juan wants to accept the order. However, he knows that testing of the product’s durability has not been completed. In an effort to be profitable with his new product and production facility, Juan accepted the order. After delivery of the bows, however, hairline stress fractures were found at various points on the bows. The company is seeking a settlement for the entire investment of the bow handles. Vantage paid the settlement and cancelled the wood project.

1.
What caused the wood project to fail?

Juan was handling multiple levels of planning that were disjointed and did not follow the normal planning process. Juan did not do the necessary strategic planning to develop a long-term plan for the organization. This plan would have set out a logical, step-by-step process to ensure the proper objectives were in place to meet the goals of the strategic plan. Juan was making decisions independent of the other decision makers and departments in the organization. This ultimately led to the poor decisions he made. 
2.
Would a more effective strategy on the part of Juan and Greg have helped ensure the success of the project?

Juan and Greg did not do the necessary strategic planning to develop a long-term plan for the organization and its many parts. If he had done this, Juan would have been able to develop long-range and short-range objectives for the project. The strategic planning process would have addressed such organizational issues as profitability, marketplace conditions, products, and profitability, financial resources, physical facilities, human resources, and the organizational structure. If this had been done, Juan would not have put himself and the company in such a difficult predicament. 

3.
At what stage of the strategic management process did the breakdown occur?

The first breakdown was in setting objectives. Specific objectives should have been established regarding profits and specific units of the organization (departmental objectives) as they relate to these specific organizational goals. Discussions about profits might have anticipated the problems that the whole marketing campaign created. Additionally, members of the various departments should have been included in discussions regarding expansion of facilities. This might have prevented the company from making delivery commitments before more product-testing occurred. 

4.
What general observations can be made to prevent such a situation from occurring again?

When companies operate without normal check and balances personal decision making can lead to disaster, even with the best intentions to increase company profits. In this case Juan and Greg wanted to be heroes with the large order for their wood product. They should have been more involved in functional planning in areas such as sales, marketing, production, and personnel. These areas are interrelated. The development of new products or services influences sales and marketing plans. Product development plans, in turn, affect production plans for timely delivery. Financial plans assist with the financial commitments, capital expenditures, and cash flow as they relate to the new production. The human resources department needs to make sure staffing needs are met to carry out this production. If Juan and Greg had engaged in functional planning they could have avoided the independent decision making that occurred.

	
II.
strategy
Learning objective 4
Define strategy and explain the strategic management process. (Text pages 120-126)


A.
A strategy outlines the basic steps 
that management plans to take to reach 
an objective or a set of objectives.


B.
Levels of Strategy 


 
1.
Corporate strategies, also called grand strategies, 
address which businesses the organization will be in and how resources will be allocated among those businesses.


 

a.
Growth strategies are used when the organization tries to expand in terms of sales, product line, number of employees, or similar measures.






i.
Concentration strategies 
focus on extending sales of current products or services (example: Kellogg and McDonalds.)





ii.
In vertical integration a 
company moves into areas it previously served (example: A.G. Bass.)





iii.
Diversification is usually 
concentric (in related fields.)


 

b.
Stability strategies are used when the organization is 
satisfied with its present course (status quo strategy.)





i.
These strategies are most successful in slowly changing environments.





ii.
This strategy is often used by default rather than by conscious decision.


 

c.
Defensive or retrenchment strategies are used when a company wants or needs to reduce its operations.






i. 
They are used to reverse a negative trend or overcome a crisis.





ii.
A turnaround strategy is designed to reverse a negative trend and get the organization back to profitability.





iii.
With divestiture, the company sells or divests itself of a business.





iv.
In liquidation, the entire 
company is sold or dissolved.


 

d.
Combination strategies are used when an organization simultaneously employs different strategies for different parts of the company.


 
2.
Business strategies, also called competitive strategies, focus on how to compete in a given business.


 

a.
Overall cost leadership is designed to produce and deliver the product or service for a lower cost than the competition (Wal-Mart and Home Depot.)



 

b.
Differentiation aims to make the product or service unique in its category, permitting the organization to charge higher prices.


 

c.
Using a focus strategy companies direct their attention to a narrow market segment.


 
3.
Functional strategies are concerned with the activities of the 
different functional areas. 





a.
They are narrower in scope than business strategies
	PowerPoint 5-9
Strategy (Refers to text pages 120-121)
TEXT Figure 5.1

Major Types and Subtypes of Corporate Strategies 
(Text page 121)
PowerPoint 5-10
Strategy (continued)
(Refers to text pages 122-123)
TEXT Figure 5.2

Levels of Strategies

(Text page 124)


	ETHICAL MANAGEMENT (Text page 122)
Jane has been asked to lower inventory levels for The New England Potato Chip Company in a effort to deplete inventories. This would help free up money for a better year-end position, allowing for more money to be passed on to stockholders of the company. However, this causes a problem: summer sales are higher than in normal months. This creates an inability to meet customer demand for various types of potato chips. As production manager, Jane also knows this strategy will cause lower sales numbers at the year end, creating operational issues. She has been instructed to handle this new policy, but wonders if she should confront senior management with the problems this new policy will create.

What should Jane do?

Jane understands what the new policy would do to free up cash and allow for better investor cash dividends. But she is also aware of the problems presented by lowering inventory during a high demand period. The lost sales could translate into unhappy customers. She should present her views to senior management. It is incumbent upon managers to evaluate the goals and objectives of the company and make recommendations based on her expertise. Quality thinking and leadership is expected of managers at all levels.

	Progress Check Questions (Text page 124)
5. What is the difference between a policy and a procedure?

6. Explain the three levels of strategy in an organization.

7. What are combination strategies?

8. How do functional strategies differ from business strategies?
	


	
III.
the strategic management process


A.
Strategic management is 
formulation, proper implementation, and continuous evaluation of strategic plans.



1.
It determines the long-run directions and performance of an organization.


 
2.
The key is to develop strategic plans and keep them current as changes 
occur. 


 
3.
Most organizations use a formalized strategic management process, which includes:


 

a.
setting the organization’s mission



 

b.
defining what business the 
organization will be in



 

c.
setting objectives



 

d.
developing, implementing, and evaluating strategies





e.
adjusting these components as necessary



 
4.
The process is composed of three 
major phases:


 

a.
The formulation phase is the first phase in strategic 
management, in which the initial strategic plan is developed.


 

b.
The implementation phase is the second phase in strategic management, in which the strategic plan is put into effect.


 

c.
The evaluation phase is the third phase in strategic management, in which the strategic plan is monitored, evaluated, and 
updated. 


B.
Formulating Strategy


 
1.
Strategies are shaped by the 
organization’s internal strengths and weaknesses and the threats and 
opportunities in the environment.
Learning objective 5
Define organizational mission and explain how mission relates to long and short-range objectives. (Text pages 126-128)


 
2.
Identifying mission 


 

a.
The mission defines the basic purpose or purpose(s) of the organization; why the organization exists.


 

b.
The work of Peter Drucker 
influenced how organizations develop missions.



 

c.
Drucker felt that an organization’s purpose is defined by its 
customers.





d.
The next step is to identify what the future business will be, 
considering:






i.
market potential





ii.
possible changes in market structure





iii.
changes in customers’ buying habits





iv.
what customer needs are not currently being served



 
3.
Identifying past and present strategies, as reflected by the organization’s past actions and intentions.


 
4.
Diagnosing past and present
 performance.


 

a.
Evaluate how past strategies have worked by examining the organization’s performance record.


 

b.
This step involves in-depth 
financial analysis and diagnosis.


 

c.
Next, decide what the long, 
intermediate, and short-range 
objectives should be.


 
5.
Setting objectives


 

a.
The mission statement leads to long-range objectives.


 

b.
Long-range objectives lead to short-range performance 
objectives.
Progress Check Questions (Text page 128)
9. Define strategic management.

10. What are the three major phases of the strategic management process?

11. What is the purpose of an organization’s mission?

12. Why is it important to diagnose past as well as present performance?
Learning objective 6
Discuss the components of a SWOT analysis. (Text pages 128-134)


 
6.
SWOT analysis 


 

a.
SWOT is an acronym for an organization’s Strengths, Weaknesses, Opportunities, and Threats.




b.
Business managers evaluate the performance of their department or the entire company using a SWOT analysis.



 

c.
A SWOT analysis is a technique for evaluating an organization’s internal strengths and weaknesses and its external opportunities and threats.


 

d.
An organization’s strengths and weaknesses are usually identified by conducting an internal analysis of the organization. 


 

e.
The threats and opportunities 
are identified by assessing the external environment.





i.
The external environment is everything outside the organization, but focuses on the external factors that impact the firm. 





ii.
Broad environmental factors can influence the organization (social and technological trends.)





iii.
Factors in the competitive 
environment (suppliers and competitors) come in regular contact with the organization. 


 

f.
Forecast broad environmental trends 





i.
Qualitative techniques are based on opinions and 
judgments.





ii.
Quantitative techniques are based on analysis of data and use of statistical techniques.


 

g.
Michael Porter’s five forces model of competition helps analyze the impact of five major forces:






i.
suppliers






ii.
buyers






iii.
competitive rivalry among firms in the industry






iv.
product or service substitutes






v.
potential entrants into the 
industry



 

h.
Organizations don’t operate in a vacuum; they are affected by their surroundings.



 
7.
Strategic alternatives are compared to identify the feasible alternatives and then select the best alternative.


 
8.
For diversified, multi-business 
organizations, comparing strategic 
alternatives is more complicated.


 

a.
 A strategic business unit (SBU) is a distinct business that has its own set of competitors and can be managed reasonably 
independently of other businesses within the organization. 
	PowerPoint 5-11
The Strategic Management Process (Refers to text pages 124-125)
TEXT Figure 5.3

Objectives of the Company Mission (Text page 126)
Bonus Case 5-1

Changing Strategy at 
Tulane

How Tulane University president dealt with the Katrina crisis. (See complete case, discussion questions, and suggested answers on page 5.38 of this manual.)
PowerPoint 5-12
Formulating Strategy
(Refers to text pages 125-127)
bonus internet

exercise 5-1
Researching Mission Statements

Adobe Systems has carefully developed its mission and vision statements. This Internet exercise asks students to explore the company’s long-term vision more closely. See complete exercise on page 5.34 of this manual.

TEXT Figure 5.4

Examples of Mission Statements (Text page 126)
TEXT REFERENCE 

Career Management Box: Career Exploration and Professional Help 

One of the challenges 
students face is the career learning process. (Box in text on page 127.) An additional exercise and discussion is available in this chapter on page 5.29
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PowerPoint 5-13
Formulating Strategy 
(continued) (Refers to text pages 127-128)
bonus internet

exercise 5-2
Trends in Population
This Internet exercise leads the student online to the Census Bureau’s webpage to gather data on trends in population and in the social environment. See complete exercise on page 5.35 of this manual.

TEXT Figure 5.6

SWOT Analysis – What to Look for in Sizing up a Company’s Strengths, Weaknesses, Opportunities, and Threats (Text page 131)
PowerPoint 5-14
Formulating Strategy 
(continued) (Refers to text pages 128-131)
critical thinking 

exercise 5-2

Career SWOT Analysis

SWOT analysis, a key tool in the strategic planning process, can also be applied to career planning. See complete exercise on page 5.37 of this manual.

Bonus Case 5-2
Oreck: Dealing with Changing Environmental Factors
The second of two cases dealing with how Hurricane Katrina affected organizations in its path. This case focuses on Oreck Corporation’s decision to close its Mississippi plant at Long Beach. See complete case, discussion questions, and suggested answers on page 5.40 of this manual.

lecture link 5-2
America Loves its Pets

Organizations should continually scan the external environment to detect trends that can present opportunities. This lecture link presents one – America’s 
growing love affair with its pets. See complete lecture link on page 5.31 of this manual.
TEXT Figure 5.5

Five Forces Model of 
Competition (Text page 130)
lecture link 5-3

Diversifying Brunswick

Over its long history, 
Brunswick has diversified its operations many times to adapt to changing customer tastes. See complete lecture link on page 5.32 of this manual.


	CASE INCIDENT 5.2 

Hudson Shoe Company (Text pages 132-133)
John Hudson, part of the ownership team for Hudson Shoe Company, has pursued new customers to his business and in the process has complicated the objectives of the company. Hudson Shoe has an excellent reputation for putting out a quality product. This has been accomplished successfully – until John’s decision to pursue larger customers. Its smaller customers experience late deliveries and less attention than they received in the past. The company must now decide how to expand in order to keep new and existing customers. The current formula is not meeting all the company’s market demands. 

1.
What were the objectives of Hudson Shoe?
The Hudson Shoe Company had been run as a small family shoe business and had not looked to expand the operation. Expansion would have required larger investments of capital and staffing. As a result, no formal plan regarding expansion was in place for pursuing new, larger customers. The company has an excellent reputation for its product integrity. This is a source of pride for the owners.
2.
What policies existed?
The policies for the company were in line with a firm operating on a smaller scale. These set an informal boundary for how they would pursue sales and growth for the company. With this in mind, the company could operate with a quality-first approach that had shaped their reputation in the industry.
3.
How would you evaluate John Hudson’s plans?
John was seeking more volume for the business but had no formal plan for how to grow the company’s sales. As a result, John was in uncharted territory as to how the new business should be brought into the company’s operating structure. John should have meet with the company’s upper management to discuss the potential sales volume opportunities before making decisions to add orders from Lopez. This would have allowed the company to formally develop a new plan for expansion before accepting the orders.
4.
What would you do if you were John Hudson?
Hudson has brought the company to a crossroads. Smaller customers are being neglected for the pursuit of larger customers, and this is causing the company an uncertain future. John’s expansion has lost the company another domestic customer. The board of directors has scheduled a meeting about the future of Hudson Shoe Company. John has positioned the company to seriously consider newer, larger customers. He has to be prepared to convince the board why this new strategy would be the best decision for the company. To successfully accomplish this, John has to develop a formal, strategic plan. He must address how this can be accomplished considering the current size of the company and the new resources necessary for this expansion strategy.
Even more disturbing, however, is giving in to the bribery demands of Santo Oro officials. The United States passed the Foreign Corrupt Practices Act in the 1970s to halt such unethical behavior. From a practical view, this payback scheme will not be sustainable. If Lopez wants his $2, and the minister of revenue wants $2, and the defense minister wants $2, where will it end? The company could wind up paying bribes to every government officer in the country. 

	

C.
Implementing Strategy 


 
1.
After formulating the corporate 
strategy, it must be translated into 
organizational actions. 


 
2.
Organizational factors


 

a.
Changing the organization’s 
structure is expensive, and places restrictions on strategy implementation.



 

b.
The strategy must fit with current organizational policies.


 

c.
Current organizational systems can affect how the strategy is 
implemented.


 
3.
Functional strategies outline the specific short-range actions to be taken by functional units to implement strategy. 
Progress Check Questions (Text page 134)
13. Explain the term “SWOT analysis.”
14. What are the five forces of competition?

15. What is an SBU?

16. What is the difference between a functional strategy and a business strategy?


D.
Evaluating and Controlling the Strategic Plan


 
1.
The organization should continuously monitor progress toward its long-range objectives and mission.


 
2.
This means constantly evaluating and responding to environmental changes.
	PowerPoint 5-15
Implementing Strategy
(Refers to text pages 131-135)
lecture link 5-4
Kodak Learns Speed

When digital photography gained market share at the expense of file photography, Kodak underwent a difficult restructuring process to 
clarify strategy and speed up product development. See complete lecture link on page 5.33 of this manual.
TEXT Figure 5.7

The Strategic Management Process (Text page 135)
PowerPoint 5-16
Evaluating and Controlling the Strategic Plan
(Refers to text page 135)



THE WORLD OF WORK
Tony Fills a Vacancy (Text page 134)
Tony is feeling good about the work Kevin did on the scheduling project and is going to recommend that he become the shift leader when Tanya leaves at the end of the week. To help Kevin get the job, Tony asks him to write a strategic management report for the next three to five years for Taco Barn. Kevin is nervous about doing this and only has a few days to put something together for Tony’s review.

1.
Which should count more toward Kevin’s promotion: his leadership of the scheduling project or his length of employment with Taco Barn? Explain your answer.
Usually time on the job or career has an impact on how employees can contribute to the success of an organization. Over time, employees are able to learn skills required for their specific position and further develop and refine these skills over time. Therefore, experience is usually given significant weight when organizations look at potential candidates for filing vacancies. And, over time, this can benefit the company as lower level managers move up the corporate ladder. 
On the other hand, the past performance of a manager is the best indicator of future performance. Kevin has shown that he can handle tough assignments and can work well with his team. Although both performance and seniority are important, Kevin’s leadership of the scheduling project should probably be given more weight. It shows the individual’s initiative and ability that will be assets to the company over the longer term. 
2.
Why is Tony making Kevin write the strategic planning report?
One of the key functions for managers is planning. Therefore, Kevin is now being asked to look at the department’s objectives and how he can help shape its future. Kevin’s report will be a gauge of his planning skills and will help identify what specific areas he needs to further develop. Also, the strategic plan gives Tony an opportunity to share his ideas about improving his restaurant and how he can contribute to the future growth and development of Taco Barn.

3.
What information should Kevin put in his report?
Kevin should look at the key areas of the operation: profits, new and existing markets for the company’s products and services, the store’s productivity, the development of new products or services, the financial resources needed for improving the operation, the physical facility in terms of necessary improvements, and so on. He should include his ideas about how the products and services could be delivered to the customer and address current and future staffing of the restaurant. He can also address the organizational structure of the operation and identify ways to improve product delivery. Kevin also needs to develop a list of objectives highlighting how he would make improvements in the specific areas.
4.
Do you think Tony will be able to use any of the material in Kevin’s report? Why or why not?
If Kevin makes suggestions for store improvements, Tony will be wise to look at these suggestions. Managers and workers who actually deal with customers are a great source of ideas.
Notes for END-OF-CHAPTER MATERIAL
REVIEW QUESTIONS

1.
Why is it necessary to plan? How is most planning conducted?
Managers can’t perform the other managerial functions without planning. Planning lets the manager actively affect events rather than passively accept the future.
2.
Describe the differences between objectives, policies, procedures, and rules.
Objectives are statements outlining what you are trying to achieve; they give an organization and its members direction and purpose.
Policies are broad, general guides to action that constrain or direct objective attainment. They establish the boundaries within which employees must operate.

A procedure, or low-level policy, is a series of related steps or tasks expressed in chronological order for a specific purpose. They define step-by-step methods through which policies are achieved. Procedures emphasize details.

Rules require specific and definite actions to be taken or not to be taken in a given situation. permit no flexibility.
3.
How would you respond to the following question from a manager: “How can I plan for next year when I don’t even know what I’m going to do tomorrow?”
Planning does not predict events – it lets managers plan for events. Although the manager may not know what he or she is doing tomorrow, planning will prepare the organization and the manager for inevitable change.
4.
If strategic planning is an activity that originates from senior management, why should a front-line or middle manager be concerned with strategic planning?

After formulating the corporate strategy, it must be translated into organizational actions. The mission statement leads to long-range objectives. Long-range objectives lead to short-range performance objectives, filtering down to middle and first-line managers.
discussion exercise 5.1
Electrolux Redesigns Itself
Johan Hjertonsson is helping reshape the product development through a new approach that combines consumer input about features and benefits with the product and development division. The outcome will be better products and higher profits for retailers. This uses a team approach that looks for managers who are not comfortable with average outcomes, are more adaptable to a changing environment, and understand the dynamics of a totally new business model necessary to achieve these new results. 

1.
What were the primary weaknesses in the product development process at Electrolux before Johan Hjertonsson arrived?

The primary weaknesses were the existing attitude of managers who accepted average outcomes. Hjertonsson wanted to employ customer input and create a team designers, engineers, marketers, and salespeople that could implement the new design strategies. Finally, he needed to find managers who could understand these new business strategies and facilitate their use and development. Previous to his arrival, none of these groups were working simultaneously to affect bottom line results.

2.
What are the features of the Consumer Innovation Program (CIP)?

The primary feature of the CIP is the team approach of the product development in which designers, engineers, marketers, and salespeople converge to collectively work on product design and development. This model integrates ultimate customer satisfaction based on extensive research by the company though surveys and home visits.

3.
What were the initial reactions of Electrolux employees to the CIP?

Employees initially did not understand the new concept of CIP, as hundreds of managers were content with meeting their monthly quotas and accepted this as the measure of employee job performance. They were not necessarily interested in a business model change that might not achieve the same results. 

4.
List the successes Hjertonsson has achieved in his reinvention of Electrolux.

In the new business model managers and top executives are trained in the CPI model, which features multidisciplinary teams from designers, engineers, and marketers. In this approach designers don’t develop products that can’t be engineered, and engineers avoiding unappealing technological solutions. This gives marketers the advantage of selling products more likely to fit the consumer needs. This new approach is also being used to relaunch older products that will meet the current lifestyles of consumers.
discussion exercise 5.2
Paul Pressler’s Fall From the Gap
New Gap CEO Paul Pressler was hired away from the Disney Company to help restore discipline to the company, which was feeling the affects of heavy store expansion and overspending that placed the company in heavy debt. Pressler initially had some success with cost controls and also benefited from rising sales, as former CEO Drexler’s new clothing designs began to see success in stores. He stumbled, however, when he tried to change the company culture of “own it, do it, and get it done” to a new culture of “purpose, values, and behaviors,” which created a drag on productivity for the company. His tight controls also annoyed his creative staff and led to design and manufacturing blunders. The decline stretched from store sales to investors to bottom line profits. After his five-year tenure, the company is again looking for a CEO, but one who has retailing and merchandising experience and someone who understands the creative process. 

1.
Why was Paul Pressler hired as the CEO of Gap?

Pressler was hired to bring discipline to the company in an effort to reduce heavy company debt and inspire investors to regain confidence. Pressler’s strengths were his cost-cutting initiatives, human resources initiatives, and supply chain streamlining efforts.
2.
What was Pressler’s approach to the strategic management of Gap? 

Pressler wanted to implement a cost control approach to the entire company structure. In reality, this was not in tune with the retail environment. His production cost-cutting techniques were not well considered. He did not understand that the company culture, specifically the creative process, was the main vehicle that drove this industry. As a result, his sense of strategy was better suited to more traditional companies. In the end, he was the wrong guy at the wrong time. 

3.
Where did Pressler go wrong?

As he got deeper into the logistics of how the company operated, Pressler became unsure of what he was doing and therefore his decision making became a liability to the company. Pressler did not accept his lack of the retail business savvy as a weakness and therefore lessened the strengths of the company as a producer of leading products in the marketplace. 

4.
What challenges will the new CEO of Gap face?

The biggest challenge for the new CEO will be to convince employees and investors that new strategies for the company will be on target with consumer needs and desires for clothing apparel. Confidence is what drives success, and the new CEO has to instill a new confidence in the Gap. Past mistakes are correctable, and the new leadership can lead the company in the right direction.
CAREER MANAGEMENT NOTES
Career Exploration and Professional Help
Instructor’s Notes for Text Box Five: Objectives to consider and implement to increase students knowledge, usage and understanding of the concepts.

Getting your first job was probably accomplished with relatively ease: you knew somebody already working at the local fast food restaurant or shopping mall, and they helped you get the interview that led to your first-time job. How exciting!

As age increases, job opportunities become more complex and decisions regarding your employment more critical. Why are you more selective as you grow older? What is required of you for a newer, more important job compared to the job you had in the past? Let’s explore these questions:

· As you become older, your needs are expanding and lower level jobs cannot meet these newly increased needs.

· As you look ahead to increasing your family size through marriage and children, job compensation becomes more critical not only in pay, but for the job benefits as well.

· As you increase your skills and knowledge, you demand better pay and higher job status. (You will have a chance to evaluate your skills and see just how they do stack up in the next section of this program.)

· To keep this entire decision-making process working in your best interest, the ability to understand the career planning process become very important. 

As a result of the importance and sound level of understanding required to help you in your career, learning career planning skills can help guide you in this process. If done early in your career, putting forth this early effort can pay great dividends during your working years of your life!

Student Exercise:

Have students visit the career center at their school and ask them to make a list of five items or services they found available to help them learn more about their careers, self-assessments, job searches, or other tools. Discuss the lists and make a comprehensive list of items that all students can use to help them in the career exploration and development process.

Study Skills Notes

The Value of Time Management
Instructor’s Notes for Text Box Five: Objectives to consider and implement to increase students knowledge, usage and understanding of the concepts.

Time management is probably the most single critical skill that has the best payoff when one considers its overall effectiveness in a person's performance. Time management, or better yet, life management, is our ability to allow all our life’s activities the proper time to occur; that is, time allocation so that responsibilities are met but do not dominate our life’s schedule. We call this balance – the ability to know what a schedule is and allocating our time accordingly. How well we handle this allows us to achieve set goals and gives us the confidence necessary to repeat the same expected outcome. 
However, Time Management can be misused when improving study skills if we are not clear on the areas that we need to manage. That is why we have to understand the basics of improving study skills and then correctly use time management to maximize our study effectiveness. Look over your list of areas to improve study skills and be ready to work this list into your time management schedule!

Student Exercises:

Use the following websites and help students develop a sense of the basic concepts of time management through articles and applications:

a. Go to www.mindtools.com/pages.html and read the various articles on time management, which will help students see the many sides of time management and allow them the opportunity to start developing in their minds the reasons how and why time management can help them better organize their lives.

b. Go to www.studys.net/timman.htm and then click on University of Minnesota’s assignment calculator. Have each student pick a subject and due date and see the time management list of tasks for accomplishing the designated assignment. This will help the student learn how to develop daily objectives when attempting to accomplish the necessary steps in reaching a desired outcome.

c. Go to www.timethoughts.com/time-management.htm and let students view a good overview of time management tips for improving this skill.

lecture links

lecture link 5-1

Guidelines for Setting Objectives 
Since all managers should set objectives in their departments, the following guidelines should prove helpful to managers at all levels.

1. Select key performance areas for objectives. Since objectives focus attention and effort, the more important areas will suffer if there are too many objectives. Instead of having 15 objectives, select four or five key areas of performance – such as quality, quantity, customer relations, and cost controls –  that really count!

2. Be specific, if possible. The objective “to have good quality” probably means different things to you and to your employees. “To produce parts with a 99% acceptance rate by the inspection department” is more specific, and it gives the worker a tangible measure of progress.

3. Set challenging objectives. Objectives should not be set so low that they can be met through “average” effort. Instead, they should require some stretching. But they should not be so difficult to achieve that an employee is discouraged from attempting to achieve them.

4. Keep objective area in balance. Effort expended in one performance area frequently affects another. The quality of work required influences the quantity of work, and the quantity of work may affect employee safety. Therefore, objectives may be needed in each of these areas in order to balance them properly.

5. Objectives should be measurable. If you want to determine whether employees are achieving objectives, there should be some way of measuring the extent to which they are being attained.

6. Involve employees in setting objectives. What do employees consider the key performance areas of their job? What do they think is a challenging but fair objective in a given area? When possible, ask these questions. There are times, however, especially during periods of financial difficulties and other crises, when it is not feasible or desirable to involve employees in objective setting.

7. Follow up. Once objectives have been set, supervisors tend to let up. Frequently, only the supervisor knows the results of a worker’s performance. Discuss progress with employees. Sharing results and discussing employees’ progress will improve their commitment and demonstrate your own.
lecture link 5-2

America’s Loves Its Pets
Organizations must continually scan the external environment to detect trends that could affect operations. Trends in the general economy can create challenges or threats. They can also create opportunities for firms nimble enough to adapt and benefit.
One such trend includes pet owners who are increasingly willing to spend freely on companion animals. Americans now spend $41 billion a year on their 88 million cats and 75 million dogs. That’s double the amount spent on pets a decade ago and more than what we spend on movies, video games, and recorded music combined. After consumer electronics, pet care is the fastest-growing category in retail, expanding at about 6% a year.
Today the term “dog’s life” has a radically different meaning than a few decades ago. The American Pet Products Manufacturers Association (APPMA) reports that 42% of dogs now sleep in the same bed as their owners. Their menu includes gourmet organic meat and vegan snacks. Almost a third of owners buy gifts for their dogs’ birthdays. 
Businesses are feeling these changes on their bottom line. Richard G. Wolford, chairman and CEO of Del Monte Foods, refuses even to use the word “owner.” “Anyone who has a pet understands who owns whom,” says Wolford. His company’s pet business has gone from nothing to 40% of overall sales through acquisitions of brands such as Meow Mix and Milk-Bone.
Even those who shun designer doggie sweaters are increasingly willing to spend thousands on drugs for their pets. In 2007 about 77% of dogs and 52% of cats had been medicated in the past year, an increase of about 20 percentage points from 1996. About 63% of U.S. households, or 71 million homes, own at least one pet.
PetSmart, for one, has shifted its mission from being the top seller of pet food to helping consumers become better “pet parents.” Along with making its 928 retail locations more pet friendly, PetSmart is rolling out $31 a night “pet hotels” (kennels) at its stores. The hotels, along with services such as grooming, training, and in-store hospitals, have helped PetSmart expand its service business from essentially nothing in 2000 to $450 million, or 10% of overall sales, in 2007.

lecture link 5-3
Diversifying Brunswick
At a Cincinnati dinner party in 1845, John Brunswick, a Swiss immigrant carriage maker, saw his first billiard table, a British model with dazzlingly ornate details. Brunswick knew little about billiards but plenty about woodworking, and he was intrigued by what he saw. Within months, his carriage shop turned out its first billiard table. He soon abandoned carriages altogether to concentrate on billiards – not just tables, but also balls and cues. Brunswick’s timing was perfect: he moved into billiards just as the game became popular in America, and his superior craftsmanship cornered the market. By 1885, Brunswick’s business was the world’s biggest billiard-equipment operation.

Moses Bensinger, Brunswick’s son-in-law and successor, saw expansion opportunities beyond billiards. Noting that his tables had begun appearing in more taverns and saloons, Bensinger focused the company’s woodworking expertise on beautifully carved bar fixtures, which became big sellers in the 1890s. And since many of those drinking establishments were also installing bowling lanes, Brunswick moved into that industry too, manufacturing balls, pins, and lane surfaces.

Anticipating the coming of Prohibition, Bensinger’s son Benjamin took Brunswick out of the bar-fixture business in 1912. The firm’s skilled woodworkers needed new projects, so Benjamin set them to making ornate phonograph cabinets. But Benjamin wondered: why couldn’t Brunswick manufacture the phonographs themselves? Or the records played on them? In 1922, he started the Brunswick record label. With stars including Duke Ellington and Benny Goodman, Brunswick was transformed from a leisure brand into an entertainment dynamo.

Brunswick’s steady growth generated several important innovations, including the world’s first hard-rubber bowling ball, the first automatic pinsetter (which revolutionized the bowling industry,) and the first rubber toilet seat. The company had the golden touch, from its best selling Blue Flash tabletop refrigerator to school furniture.

The family gave up voting control in 1966, but the company’s tradition continues. In addition to remaining a top bowling and billiards brand, Brunswick is a major player in the fitness-equipment market and is the global leader in marine engines and pleasure boats. In the mid 1990s, Brunswick concentrated on expanding its recreational products to counter balance such durable goods as boats. Its Outdoor Recreation Group includes Zebco fishing equipment, camping equipment, Igloo chests, and hunting accessories.

In 1997, the company focused on becoming a leader in the bicycle market. It spent $190 million to buy Roadmaster’s bicycle division, which included the Flexible Flyer line of sleds and wagons.

lecture link 5-4
Kodak Learns Speed
As digital photography has taken over the consumer photo market, Kodak’s profitable film business has gone into a free fall. Although Kodak was slow to accept the shift in consumer preference from film to digital, the company had long invested in digital technologies, going back to a 1976 digital-camera prototype. 

In 2004, CEO Daniel Carp announced a huge strategic reorientation for the company, slashing investments in its film business and eliminating nearly a quarter of the company’s 64,000-person work force. Faced with declining profits in its core film business, Kodak embarked on a reorganization backed by dwindling financial resources. It slashed investments in the film business and cut stockholder dividends. Investors bailed out. Kodak’s stock prince plunged 18% on the day after the reorganization was announced.

But the painful reorganization has finally borne fruit. Its line of EasyShare digital cameras has grabbed market share from digital competitors. The company now leads in market share, surging ahead of rival Sony. And Carp is slowly changing the old, comfortable culture that the company developed in its hugely profitable era. “We organized the company so it was very clear who was responsible for what,” says Kodak COO Antonio Perez. 

The company overhauled its manufacturing process as well. Led by Charles Brown, a chemical engineer and long-time Kodak veteran, the company developed a lean production system based on Toyota’s continuous-improvement approach. Dubbed the Kodak Operating System (KOS,) it forces managers to look at everything that happens in a plant in terms of waste – waste of time, space, materials. They analyze every step in a process, down to the hand movements of assembly-line workers, to look for a better way. Brown eliminated everything that did not “create value for the customer.”
KOS has also led to improvements in product development. In 1997, it took 100 days from the first step of making film to when the yellow box reached the customer. Thanks to Brown’s improved system, today’s cycle times are half that long. 

The restructuring has not been entirely smooth or completely successful. Setbacks have plagued Kodak’s medical imaging division. However, CEO Carp believes that the company will emerge stronger. “The strategy is to lead our customers through the transition from traditional products to digital products.”

Bonus Internet exercises
Bonus Internet Exercise 5-1

Researching Mission Statements
The second largest computer software company in the U.S. is Adobe Systems, developer of Adobe Acrobat, Adobe Photoshop, Adobe Illustrator, and other software packages. The company has been named as one of the ‘‘Best Places to Work’’ by Fortune magazine. One reason for these accolades is a carefully developed and articulated mission and vision statement. Visit the company’s Website (www.adobe.com) to answer the following questions. (Sometimes the web address for a location changes. You might need to search to find the exact location mentioned.) 

1.
Summarize the Adobe mission:

2.
What are the core values and beliefs listed?

3.
Adobe lets web users download its Adobe Acrobat viewer free of charge. The software allows viewers to transfer documents from websites without conversion. Why would a company give away its software?

Bonus Internet Exercise 5-2
Trends in Population
Go to the website for the U.S. Census Bureau (www.census.gov.). Use the Census Bureau’s website to answer the following questions. (Sometimes the web address for a location changes. You might need to search to find the exact location mentioned.)
1.
What is the fastest growing occupational group? What could contribute to the increase in this profession? Hint: The Bureau of Labor Statistics is a great place to search for occupational growth statistics. You will find occupations with the largest job growth from now to 2010.

2.
What percentage of consumer expenditures is for food? Transportation? What does the information tell you about the standard of living in the United States? Hint: There is a search feature within the Census Bureau’s Website. The Bureau of Labor Statistics also has a search feature. There are even consumer expenditure surveys found within this site.

3.
Return to the U.S. Census Bureau’s homepage. What is the population of the nation now? Record the population and the time. If you are doing this project individually, you should collect at least 10 different population counts. Be sure to record the day and the time you collect each one. If you would like to put the data in chart form, the entire class’s data can be used to make a graph. What does this chart tell you about the U.S. population? How could businesses use this information?

Critical thinking exercises
critical thinking exercise 5-1

Testing Your Planning Skills
Anise Terrisian, general manager at Spinnacle Electronics’ Pricedale Facility, has just named you as chairperson of the first annual blood drive, to be conducted at the site headquarters. A strong believer in the company’s participation in community affairs and herself a member of the local Red Cross board of directors, Terrisian has committed the division’s 200 employees to the blood drive. 
Your committee will set the exact dates for the drive, which is to be held in three or four months. As chairperson, you have been assigned a team of four other company employees to plan and implement the project. All members are highly respected, competent people, representing a true cross section of the employees: One is a production worker who is president of the local union; another, an engineer, represents the professional segment; the human resources manager represents the management group; and a payroll clerk represents the administrative office group. Terrisian was given your name by your boss, who expressed confidence in your ability to lead a successful donor campaign at the plant. At 27, you are the youngest person on the committee and anxious to do a good job. 
You have called the first committee meeting, which you have advertised as a “preliminary planning meeting,” to identify key factors that must be planned for in order for the committee to meet its objective: having a successful blood drive at Spinnacle Pricedale.

Instructions:

1. 
Make a list of what you consider the key planning issues to be identified by the committee at this initial planning meeting.

2. 
Of the items on your list, which two or three do you believe are the most crucial? Why?

3. 
Identify major problems that could prevent accomplishment of your objective. What contingency planning could be done to avert them or minimize their impact?

4. 
To help in your preparation for the planning meeting, identify six to ten steps that you feel will be needed to achieve a successful blood drive. These steps might be such things as

· Determine a date.

· Identify a location.

· Secure commitment from Red Cross.

critical thinking exercise 5-2
Career SWOT Analysis
SWOT analysis, the key tool in the strategic planning process, can also be applied to career planning. A SWOT analysis focuses on the internal and external environments, examining strengths and weaknesses in the internal environment and opportunities and threats in the external environment. 

Use Text Figure 5.6, “SWOT Matrix,” presented on text page 131 and conduct an analysis of your career planning. (SWOT diagrams are also available at numerous websites such as www.quintcareers.com/SWOT_analysis.html.) 

1.
Internal Strengths:
· What advantages do you have?

· What do you do well?

· What relevant resources do you have access to?

· What do other people see as your strengths?

2.
Internal Weaknesses:
· What could you improve?

· What do you do badly?

· What should you avoid?

3.
External Opportunities:

· Where are the good opportunities facing you?

· What are the interesting trends you are aware of?

· What changes in technology and markets are occurring on both a broad and narrow scale?

· What changes are occurring in social patterns, population profiles, lifestyle changes, etc?

4.
External Threats:
· What obstacles do you face?

· Are the required specifications for your career changing?

· Is changing technology threatening your plan?

· Do you have bad debt or cash flow problems?

· Could any of your weaknesses seriously threaten your future?

Bonus cases

Bonus case 5-1 

Changing Strategy at Tulane 
Hurricane Katrina swept through New Orleans in August 2005, flooding 80% of the city and two-thirds of the Tulane campus. School president Scott Cowen rode out the storm on an air mattress in the weight room of the school’s rec center and woke up to see water surging across the campus. Cowen’s escape from his flooded campus required, in order, a commandeered boat, a hot-wired golf car, a “borrowed” dump truck, and a helicopter donated by a rich alum. He and his executive team, along with their families and pets, set up shop in a Houston hotel to begin the task of planning Tulane’s comeback.
Most crises that beset an organization affect only one part. A trucking strike may delay one component of a product, but there should be alternative distribution methods available. Katrina was an assault on all fronts at once. Tulane had no functioning IT infrastructure, no way to communicate with its 12,500 students and 6,000 employees, no way to even assess the damage. Some of the staff had no homes, clothes, or news of relatives. 

Cowen put in place a triage system. There were a million things to consider, but Cowen started the daily meeting by focusing on the top five things that really needed doing that day. The first order of business was to retrieve the school’s IT files from the 14th floor of a downtown New Orleans building with massive flooding, no working elevators, and chaotic surroundings. A group of Tulane employees, escorted by police officers, spent hours lugging the disks down dark stairways. 

The school’s first priority was to figure out how to pay staffers and faculty, many of whom had been displaced and needed the money right away. “If we didn’t make payroll, everyone would have thought we were gone,” said Cowen.
Finding the missing employees was the next step, and for that Cowen reached out to alumnus David Filo, cofounder of Yahoo, for help. Filo donated manpower and web-hosting resources and created a makeshift website to locate and communicate with displaced workers. 

To reopen classes, the school had to figure out how to attract students to a ruined city. To meet the housing shortage, Cowen leased an Israeli-based cruise ship to use as a dorm. Realizing that professors wouldn’t come back if they didn’t have schools for their own kids, Cowen budgeted $1.5 million to charter a local school for the children of Tulane faculty.

Gradually, crisis management segued into strategic planning. The school would have to focus its resources on its core mission and reduce commitment to other areas. In November, the school laid off 243 full-time staffers, including tenured faculty. Virtually every area was affected, including the fund-raising department and the medical school, whose faculty and staff were cut by 30%. 
In December, Cowen announced the school’s Renewal Plan. Tulane would more narrowly focus on the undergraduate school, which Cowen believed to be the school’s main strength. Entry into many doctoral programs was suspended. Tulane pledged to focus its efforts in “areas where it has attained, or has the potential to achieve, world-class excellence … and suspend admission to those programs that do not meet these criteria.” Cowen presented the plan to Tulane’s board of trustees, asking them to approve or reject the plan as a whole. It passed unanimously.

In January, 2006, the campus reopened. Cowen greeted returning students to campus accompanied by the Liberty Brass Band. His bold strategic plan seems to have worked. Almost 92% of undergraduates returned for the spring 2006 semester.

discussion questions for BONUS case 5-1
1. 
How was Cowen able to devise his new makeshift strategic plan? What skills were necessary for him to devise and carry out this new plan under such adverse conditions? 

2. 
From the disaster, Tulane has now identified a new way of doing business. What happened in this evaluation process that changed the course of how the school currently functions? 

3.
How is crisis management similar to strategic management? How is it different?

4.
How as Cowen able to think of the needs of other during this tumultuous series of events? What does that say about his leadership skills?

answers to discussion questions for BONUS case 5-1
1. 
How was Cowen able to devise his new makeshift strategic plan? What skills were necessary for him to devise and carry out this new plan under such adverse conditions? 

Because of his role as Tulane President, Cowen operates as a top level executive who spends his critical thinking time on strategic planning for his college. His ability to evaluate the business environment and consider his own company’s product along with its strengths and weaknesses as a business helps him to realistically chart the best course for his college. These same skills allowed him to see the disaster situation as an opportunity to assess the new strengths and weaknesses that the school was confronting and then devise a plan to move forward for the best results. 

2. 
From the disaster, Tulane has now identified a new way of doing business. What happened in this evaluation process that changed the course of how the school currently functions? 
Cowen was able to look at his total operation for what it is and how each part contributes to the core business mission and vision. As he made this evaluation, Cowen was then better able to place the greatest emphasis on the school’s core mission and to let go of the other components that he did not think were essential to the college under these new conditions. 
3.
How is crisis management similar to strategic management? How is it different?

Crisis management is an intensive version of strategic planning in that the timelines and potential outcomes are far greater and impactful in the short term. It relies on a keen sense of how decision making has to be more exact in the process. Normal strategic planning has greater set of circumstances to consider and allows for more adjusting from the long term planning as way to keep on course. 

4.
How as Cowen able to think of the needs of other during this tumultuous series of events? What does that say about his leadership skills?

Cowen was in touch with how disasters affect individuals who have fewer resources. He took that into consideration as he made thoughtful choices as to how he would redevelop his school in this short period of decision making. Cowen exhibited tremendous leadership skills as he pulled the necessary resources together to keep his staff and students connected. He understood how much the staff needed students to return to school and how much the students needed to be reconnected to the staff through their experiences at Tulane University. 

Bonus case 5-2 

Oreck: Dealing with Changing Environmental Factors
Ten days after Hurricane Katrina tore through Long Beach, Mississippi, the Oreck Corporation reopened the storm-damaged plant where it assembled its widely advertised vacuum cleaners. It hauled in generators, imported trailers to house its workers, and was hailed as a local hero. Oreck’s plant, in an industrial park well north of the beach, did not flood, but it suffered damage, losing millions of dollars in inventory, according to Oreck president Thomas A. Oreck.

Then, 16 months later, Oreck announced it would close the plant and move its manufacturing out of the hurricane zone, to a new plant in Cookeville, Tennessee. The move caused an uproar across the region. Local newspapers and state officials, including Mississippi Senator Trent Lott, criticized the relocation.
The company said it could not get enough insurance to cover the Gulf Coast plant, and could not hire enough skilled workers to replace those who never returned after the storm, mostly because they had nowhere to live.

“The decision to move this plant was a very difficult one, a very painful one,” said Oreck, the company president. But in late 2006 “we came to realize that conditions on the Gulf Coast had changed in ways that made doing business here very difficult.”
Following the storm, finding workers was a challenge all along the coast. Signal International, which makes and repairs offshore drilling rigs, brought 200 welders and other craftsmen from India to work in its shipyard in Pascagoula, on the eastern end of Mississippi’s damaged coast. 

Workers who are available are more expensive. High-paying jobs, first in federal recovery programs and then in construction, have lured many workers from longtime employers. Fast-food restaurants were forced to pay 50% more than the minimum wage to attract workers. 

The job market is good news for displaced workers, who will have no problem finding new jobs. Finding a new owner for the closed Oreck plant will be more difficult in the face of soaring commercial insurance rates. Because the Mississippi legislature passed a bill to limit rate increases for businesses, they will face increases of 100%, rather than the 270% projected rate increase before the act was passed. 

The company, which has its headquarters in New Orleans, is owned by private investors and the Oreck family. Oreck said he was grateful to his workers who had helped save the business by getting the plant up and running so quickly. Some government officials are suspicious of the move; perhaps because some tax breaks on the plant were due to expire in the near future.

discussion questions for BONUS case 5-2
1. 
Why was the Oreck move so difficult to accept? 
2. 
What could the Oreck Corporation have done differently? 

3.
What does this decision by Thomas Oreck say about his leadership skills?

4.
Does Oreck have just cause for his decision? Should he have supporters for his decision to move to Tennessee? What decision would you have made considering the situation? 

answers to discussion questions for BONUS case 5-2
1. 
Why was the Oreck move so difficult to accept? 
In time of crises, those who accept the challenge and work together and make the best of the circumstances are always going to be viewed more favorably. Oreck chose to relocate. The move was a blow to the local economy and faced many uphill battles in order to turn a negative situation into a more positive outcome.

2. 
What could the Oreck company have done differently? 

Most who criticized Oreck saw a company owner with many resources available to him not putting these resources to good use. Oreck had an opportunity to not only restructure his business but to help other business do the same. His decision to relocate added to the problems this area now faced. Instead of contributing to the area’s currents needs and future success, Oreck chose to do what was best for him, turning his back on an economy that had supported his business for many years.

3.
What does this decision by Thomas Oreck say about his leadership skills?

Unfortunately, Oreck disappointed those who expected more from a company president. He chose to neglect his company mission with regards to the needs of the society that impacted his business. When companies are only interested in making profits without contributing to or improving the society they serve, this sends a bad message about the company’s real goals and mission. Consequently, Oreck is not seen as a great leader, leaving questions regarding his business intentions for the market he chose to leave and the new market in which he will soon operate. 

4.
Does Oreck have just cause for his decision? Should he have supporters for his decision to move to Tennessee? What decision would you have made considering the situation? 

Oreck has his own agenda, which he revealed with his decision to leave Mississippi and relocate to Tennessee. While local patrons and politicians of Mississippi are frustrated by this decision, others agree with his decision to cut losses and move to a better situation. Oreck has shown one way to handle this disaster as a decision maker for his company. 
This is a good time to get students to either support Oreck’s decision or to explain how they would have handled the situation given what resources and opportunities Oreck might have had to work, taking into consideration his stature and decision-making latitudes as a company president.
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� In the months following Hurricane Katrina, organizations throughout the Gulf Coast area confronted a radically changed environment. The two cases presented here focus on the ways two organizations handled these changes. 





� Sources: Diane Brady and Christopher Palmeri, “America’s Growing Pet Economy,” Business Week, July 30, 2007; “Pet Spending at All-Time High, USA Today, December 1, 2004; Cheryl Cole, “Pet Care Spending Last to Be Hit in Recession,” Birmingham Post, August 28, 2002.


 


� Sources: Paul Lukas, ‘‘Games People Play,’’ Fortune Small Business, July/August 2002, p. 104; “Brunswick Corp.” Finance.yahoo.com, May 24, 2006; “Brunswick Corporation: Company Perspectives,” FundingUniverse.com, May 2005, “Brunswick Corp: Background,” Forbes.com, May 25, 2006.





� Source: Unmesh Kher, “Getting Kodak to Focus,” Time Inside Business, March 2005.





� The Internet is a dynamic, changing information source. Web links noted in this manual were checked at the time of publication, but content may change over time. Please review the website before recommending it to your students.





� Sources: Jennifer Reingold, “The Storm After the Storm,” Fast Company, April 2006; Shannon Mortland, “Tulane Leader Looks to Regroup after Katrina,” Crain’s Cleveland Business, September 19, 2005; Tommy Santora, “Interview with Scott Cowen, President of Tulane,” New Orleans CityBusiness, January 9, 2006.





� Sources: Leslie Eaton, “Vacuum Maker Hailed as Savior Quits Gulf Town,” The New York Times, January 15, 2007; J. R. Welsh, “Long Beach Plant Closing Feared,” Sun Herald (Biloxi MS), December 2, 2006; and Wally Northway, “Oreck Implementing New Call Center Plan, Closing Long Beach Facility,” Mississippi Business Journal, September 4, 2006. 
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