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Porter claims: In order for companies to sustain advantage, they require operational effectiveness and strategy.

· Operational effectiveness means performing similar activities better than rivals perform them, and achieve excellence in individual activities.
Disadvantage: easy to be copied, competitive convergence
· Strategic positioning means performing different activities from rivals or performing similar activities in different ways. 

· Strategic positions: emerges from three different distinct sources. (not mutually exclusive, could be overlap)
1- Variety-based positioning: Being unique by having distinctive products or services.

2- Needs-based positioning:  Being unique by targeting a special group of customers.

3- Access-based positioning: Being unique by reaching your customer in special way.

· Must have Trade-off by: Strategic position is not sustainable unless there are trade-offs with other positions.
· Avoiding

· inconsistent image/reputation

· competitive repositioning and straddling

· degrade the value of their activities

· Creating strategic fit:
· Simple Consistency 

(Southwest)
· Reinforcing Activities

(Neutrogena)
· Optimization of effort

(Gap)
Why do companies change strategy?

· Growth Trap: desire to grow
· They change strategy to grow

· They eliminate trade-off

· Loose fit in the market

· Face risks of failure

· Role of leader (manager’s job)
· Communicate and define strategy

· Make decisions and choices

· Say No before yes (set limits)

Conclusion:

· Companies change strategies to follow development. 

· They should be aware of the growth trap. 

· They should have a trade off to sustain advantage.

Collins & Porras claim: In order for companies to enjoy enduring success, they must have core ideology that remains fixed, while strategy should adapt to the change.

· Vision: provides guidance about what core to preserve and what future to stimulate progress toward: Core Ideology and Envisioned future.

· CORE IDEOLOGY: It is the glue that holds the organization together. What we stand for and why we exist. 
· Core values: principles, tenets

· Core purpose: reason for being, at least 100 yrs unchanged, and “never been reached”.
· ENVISIONED FUTURE (BHAGS): it is what we aspire to become, to achieve, to create. It has a clear finish line requires thinking beyond the current capabilities and current environment.
· 10-30 year audacious goal (target-BHAGS, common-enemy-BHAGS, role-model-BHAGS, internal-transformation BHAGS)
· Vivid description of what it will be like to achieve the goal.

Porras Claims about leader (manager’s job):
· Leaders have to be visionary rather than strategic

· Leaders have to be committed to the goal.

· Leaders have to keep the organization motivated.

· Leaders have to find another goal, once the first goal is achieved.

French & Raven claim: The basis of power is the relationship between the person and other.

1. Reward power: It is the ability of the person to reward other.

2. Coercive power: It is the ability of the person to punish or fire other.

3.  Legitimate power: The ability of the person to legally use power on other.

4. Referent power: using some reference for  making power on other.

5. Expert power: it is the ability of the person to use his knowledge and experience on other.
Conclusion: 

· The stronger the basis of power, the greater the power.
· Any attempt to use power outside the range of power will tend to reduce the power
Kaplan & Nortan claim: Financial performance measure is not adequate to evaluate how a business is doing. He also claims that companies must use balanced scorecard which is a set of measures that gives top managers a fast but comprehensive view of the business.

Balanced Scorecard: combination of operational measure (drive future financial performance) & financial measure (tell the results of actions already taken) to minimize information overload.
1. how do customers see us (customer perspective) : whether the customer service really matter to customers
2. What must we excel at? (internal perspective): whether the processes, decision, and action meet its customer’s expectation
3. Can we continue to improve and create value? (innovation and learning perspective): Ability to innovate, improve, & learn ties directly to the company’s value
4. How do we look to shareholders? (Financial perspective): indicate whether the company’s strategy and implementation are contributing to bottom-line improvement.
Traditional measurement: give particular order and control behavior

Balanced Scorecard: put strategy and vision not control at the center. Established goals but assumes that people will arrive.
Conclusion: Failure to convert operational performance into financial performance, executives should rethink the company’s strategy or its implementation plans
Mintzberg claims: In order for companies to succeed, managers should take time to reflect and see the bigger picture and face the challenges at the same time.
Myth: Managers plan, organize, coordinate, and control
Interpersonal Roles
· Figurehead Role: ceremonial duties
· Leader Role: responsible for the team
· Liaison Role: make contacts with outside peers
Informational Roles
· Monitor: scanning surrounding information, interrogating liaison contacts and subordinates, and receiving unsolicited information.
· Disseminator: Pass privileged information to subordinates who have no access to it, pass information between subordinates.
· Spokesperson: send information to people outside the unit
Decisional Roles
· Entrepreneur: seek to improve the unit, to adapt it to changing conditions in the environment
· Disturbance Handler: respond to pressures
· Resource Allocator: decide who will get what (time), how work is to be divided and coordinated
· Negotiator: 
Integrated: 

· New manager has to build up a network of contacts before making effective decisions.
· Two or three people cannot share a single managerial position unless they can act as on entity.
Conclusion: Performance depends how well a manager understands and responds to the pressures and dilemmas of the job.
Herzberg claims: In order for companies to succeed and grow, they should focus on job enlargement through job enrichment.
KITA: (Kick in the ass)
Negative KITA (punishment):  whether physical or psychological do not achieve motivation but movement. 

Positive KITA (reward): do not have to kick you; you kick yourself.
Hygiene factors: the primary cause of unhappiness on the job. These causes are all external to the job (job environment: extrinsic) ( these all lead to Dissatisfiers. 
Motivator factors: Achievement, Advancement, Responsibility, Recognition, Job content. ( all of these lead to satisfaction. 
Motivators are the key to satisfaction.

Hygiene factors are the key to dissatisfaction. 
MYTHS ABOUT MOTIAVATION

1. Reducing time in work
2. Increasing wages
3. Fringe benefits
4. Human relations training 

5. Sensitivity training
6. Communication
7. Two way communication
8. Job participation
9. Employee counseling
JOB ENRICHMENT (vertical loading): remove control, authority, report to workers, new challenge job, become experts

JOB ENLARGEMENT (horizontal job loading) : management reduces the personal contribution of employees rather than giving them opportunities for growth (add similar tasks, productivity goals, rotate job assignment)
Chandler claims: In order for companies to succeed, they need to be managerial enterprises (focus on economy of scale and scope, create managerial structure, invest in research and development and be first mover).

THE LOGIC OF MANAGERIAL ENTERPRISE (large industrial concerns in which operating and investment decision are made by a hierarchy of salaried managers managers’ job governed by a board of directors) = SUCCESS 

1-Basic theory “large”:

economies of scale: the more produce, the lower the unit cost
scope: use same raw or semifinished material and intermediate production processes to make a variety of different products.
2-Short-term growth: 

Horizontally: combining with competitors.  (Acquisition)
Vertically: moving backward to control materials and forward to control outlets. (Diversification)

Long-term growth: moving into related product market (Scope) and moving abroad (Scale)

3-First mover (short-lived): ▪ create national, international market and built distribution organization ▪ recruit teams of managers

             Advantages: ▪  O: built plants of comparable size to lower cost, F: turn to new production process  ▪ O: create distribution organization to catch market, F: already did ▪ F: well done the learning curve in their specialized activities of production, distribution, R&D. O: recruit management teams to compete

3- Management structures: (first mover)

· Decentralized investment

· Recruit team of managers

· Allocate resources

· Invest in research & development.

· Why is size so often a disadvantage rather than an asset? Failure to be managerial enterprises and do not follow the long-term growth theory. (Diversification - invest without having the resources in an unrelated market, and acquisition). In this case, bigger was worse, not better.
Greiner claims: Organization growth is a series of phases, each phase bringing on crisis (revolution) that moves the organization to the next phase (evolution). The solution (evolution) could be the problem or crisis (revolution) for the next phase.

	
	Phase 1

Creativity→
Leadership
	Phase 2

Direction→
Autonomy
	Phase 3

Delegation
→Control
	Phase 4

Coordination
→ Red Tape
	Phase 5

Collaboration
→ ?

	Management Focus
	Make & Sell
	Efficiency of operations
	Expansion of market
	Consolidation of organization
	Problem solving & innovation

	Organization Structure
	Informal
	Centralized & functional
	Decentralized & geographical
	Line-staff & product groups
	Matrix of teams

	Top Management Style
	Individualistic & entrepreneurial
	Directive
	Delegative
	Watchdog
	Participative

	Control System
	Market results
	Standards & cost centers
	Reports & profit centers
	Plans & investment centers
	Mutual goal setting

	Management Reward Emphasis
	Ownership
	Salary & merit increases
	Individual bonus
	Profit sharing & stock options
	Team bonus


A MODEL OF HOW THE ORGANIZATIONS DEVELOP (how firm develop)

1. Age of organization
2. Size of the organization 
3. Stages of evolution
4. Stages of revolution
5. Growth Rate of the Industry 
PHASES OF GROWTH

Advantages Sigmoid Curve:  
· Know where you are in the developmental sequence

· Introduce planned structures that not only solve a current crisis but also fit the next phase of growth

· Realize that solutions breed new problems

· Aware of the problems ahead could well decide not to expand the organiztation
