PART ONE – STRATEGIC CONTEXT
For convenience, we have divided the book into three parts (illustrated in Map 1).  The first part describes the general context of strategic management; the second part discusses the aims, contents, design and implementation of an operations strategy; and the third part looks at specific areas for strategic decisions.  
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There are three chapters in the first part: 

· Chapter 1 reviews the key features of strategic management;

· Chapter 2 describes the external influences on strategy, including the business, economic and competitive environment;
· Chapter 3 discusses the design of strategies, emphasising the internal capabilities that give strategic fit.

CHAPTER 1 – STRATEGIC MANAGEMENT
AIMS OF THE CHAPTER
The book discusses the whole topic of operations strategy.  But before we can look at this in detail, we have to consider the context of broader strategy.  There are two important points here.  Firstly, we have to recognise that operations strategy exists in the context of broader strategy – so we have to discuss this context before we can see how operations strategy fits in.  Secondly, a huge amount of work has been done on strategic management, and we should see how the tools and methods developed can be used for the specific area of operations strategy.

With this in mind, the first chapter describes the background of strategic management.  It starts by describing the main features of organisations, the role of managers, and different levels of decision.  Then it reviews current thinking in strategic management, emphasising the design of an effective strategy.  
The aim of the chapter is to describe the context in which the operations strategy works.  More specific aims are to:
· Describe the main features of an organisation.
Many people assume that management inevitably involves companies that are looking for a profit.  However, this is a limited view.  Here we take a broad view of every kind of organisation.  Then an organisation is an arrangement of people who pool their resources and work to accomplish a specific purpose.  Its main features are a purpose (which describes its overall aims), a process (that works towards achieving the purpose), resources (that are used by the process) and managers (who are responsible for running the organisation).  
· Explain the role of managers.
Which is generally to make decisions – but more specifically defining purpose, setting aims, planning, organising and designing infrastructure, budgeting, allocating resources, staffing, coaching, motivating, monitoring performance, controlling, informing and negotiating.  This is clearly a broad job that is not well defined, which explains the common belief that ‘management is everything that mangers do’. 
· Discuss the different levels of decisions within an organisation.
The traditional view describes these as strategic (long-term decisions that have major consequences throughout the organisation), tactical (medium-term decisions that have less serious consequences for parts of the organisation) and operational (short-term decisions that have relatively minor consequences for specific activities).  Inevitably, this distinction is for convenience, as there are not really such clear boundaries between different types of decision. 
· Describe the features of strategic decisions.
They are Important, long term, made by senior managers, affect the whole organisation, use many resources, involve high risk and uncertainty, are unstructured, involve broad principles rather than details, have limited data available, need conceptual management skills, etc.  

· Understand the importance of strategic management.  
Every organisation must have a strategy to set its long-term direction and give the context for other decisions.  The strategy may not be explicit, but it must still exist – or else managers do not know what they are trying to achieve or how to make progress.  A strategy includes the purpose of the organisation, which is expanded into a series of goals and objectives, and plans and methods to achieve these goals and objectives.  This does not just appear, but takes careful design by strategic managers. 
· Discuss different types of strategic decision.
These are generally described as mission and vision (to give a concise, unambiguous statement of an organisation’s aims), corporate strategy (which shows how the whole organisation achieves its mission), business strategy (which shows how each business unit contributes to the corporate strategy) and functional strategies (which show how each function will contribute to the business strategy). 

·  Appreciate the role of an operations strategy within its broader context.

The operations strategy is one of the functional strategies– along with the finance strategy, marketing strategy, and others.  As such, its overall aim is to give the long term direction for operations, and show how the operations contribute to the business strategy (and hence the corporate strategy and mission). 
· Consider the design of a strategy.
There is no single best way to design a strategy, and the approach in any organisation depends on many factors.  We described a general model with five stages to define the organisation’s overall purpose, analyse the environment in which the organisation works, analyse the organisation, design the strategy, and implement the results. 
DISCUSSION QUESTIONS

1. Why do people form organisations? 
Essentially they want to achieve their own purposes.  They believe that by joining an organisation – and helping to achieve its aims – they can achieve their own individual aims.  For example, many people want to have a reasonable amount of money to spend; they can achieve this personal aim by working for a company, and helping it achieve it own distinct aims. 
2. As there is an almost infinite variety of organisations, is it possible to describe general principles that apply to all of them?  
Yes – provided we keep to broad principles.  Each organisation may be unique in some ways, but we can still describe some features that are common to all of them (such as a purpose, resources, process, etc).  
3. What do managers do?  
They have such a broad range of jobs that it is difficult to describe their work in a few words.  The President of the USA and the person who runs a school football team are both managers – but there seems little to connect their work.  In reality, though, both of them run organisations, make decisions and do everything needed to keep their organisations functioning properly.  And they both do the usual management jobs of  defining purpose, setting aims, planning, organising and designing infrastructure, budgeting, allocating resources, staffing, coaching, motivating, monitoring performance, controlling, informing and negotiating.  
4. In every organisation the operations generate cash, while management is an overhead whose cost should be minimised.  Do you think this is true?
To a large extent, yes.  Managers organise work that has to be done – but they do not actually do any of it themselves.  So management is widely described as an overhead, and it makes sense to minimise its cost.  However, it is an essential part of every organisation, and a realistic aim is to minimise the costs, subject to the condition that management continues to function properly.  

5. What are the main features of the different levels of decision within an organisation?  Give some real examples to illustrate these features. 
These are outlined in Table 1.1 of the book.  There are many possible examples to illustrate these.  

6. Strategy is very fashionable and everyone is keen to work in this high-status area.  As a result, managers seem to consider almost every decision as ‘strategic’.  What are the consequences of this? 
You can certainly hear almost every decision described as strategic, even down to the most trivial detail.  To some extent, people can justify this, as even apparently trivial decisions might actually have strategic consequences.  A decision not to pick-up something that falls off a shelf in a shop might mean that a customer trips over, sues the company, wins compensation, and sends the shop into bankruptcy.  But generally, it means that unimportant decisions are given too much time and effort, made by the wrong people, and with the wrong aims.  

7. Why is it difficult to design a strategy?  
Because there are so many different factors to consider, in an environment that is constantly changing, with unknown future conditions, many stakeholders, uncertain links between actions and consequences, decisions made by people with different aims, etc, etc.  
8. Look at an organisation that you are familiar with, and describe its strategy.  
There are many possible answers to this.
IDEAS IN PRACTICE
FedEx Corporation
Aim: to suggest the relationship between different levels of strategy and lower level decisions in a large organisation
Most people are aware of FedEx through its fast and reliable parcel delivery service.  We know something of its operations, and can easily see how it works.  So we know how they pick-up parcels, move them through a complex transport system, continually monitor and report on progress, and deliver them to customers.  Generally, our knowledge of FedEx is generally limited to operational level decisions and activities – we see the resulting service, but have no idea of the higher decisions and plans.  

In reality, FedEx is a corporation of eight related companies.  The overall direction of the corporation is set by its strategy, which is based on ‘providing high value-added services relating to the supply chain, transportation, business and related information’.  This sets the direction of the corporation and the context within which the tactics and operations develop.  So the operational details that we are familiar with do not just happen, but they are carefully managed as a way of achieving the corporation’s overall aims. 

We meet FedEx again when we look at strategic focus, and the use of speed to give a competitive advantage.
E.ON UK plc
Aim: to describe the vision and mission of a major corporation

The quoted vision and mission are similar in style to many other corporations, although there is some difference in terminology.  Here the strategy starts with a statement of purpose (given in a vision) and then the first stage is to expand this into a set of broad aims to different stakeholders (given in a mission).  The next stages are to expand this into business strategies – and hence into a cascade of decisions that ends with operational detail.

Of course, we can ask whether such general statements really serve a useful purpose, whether every organisation produces variations on the same clichés, what is the mechanism for adding more detail, and whether they lead to reasonable decisions at lower levels.

Volvo, ICI and Lufthansa
Aim: to mention some aspects of the corporate strategies of three diverse companies, and the effects these have on their separate business units.  
Volvo was probably best known for its cars – but when conditions in the car market changed, its corporate strategy lead to an emphasis on its other divisions.  Eventually Volvo sold this car division to Ford.  ICI’s corporate strategy changed from being a leading manufacturer of bulk chemicals to focus on more specialised products.  It sold virtually all its previous divisions and now works with five new ones.  Such major changes are not without problems, and commentators suggest that the performance of ICI has never recovered from the changes.  Lufthansa has adopted a different approach, and continues to have all its divisions work within the aviation industry.  
These three examples show that the mission and corporate strategy have a significant impact on an organisation’s direction, the type of businesses it runs – and its future success. 

Poseidon–Lanhoff Communications
Aim: to give a glimpse of the way that different levels of strategy work in one organisation
This case develops the theme that there is a cascade of related decisions within an organisation.  These start with the broad mission, and then managers keep adding details to move down through the levels until they reach functional strategies – and then they continue down within the functions until they reach detailed operational decisions.
We can ask if decisions are really made in this structured way, or whether there are alternative approaches.  (In practice, we compare ‘top down design’ and ‘bottom up emergence’ in later chapters on strategy design).  It is also interesting to see exactly how managers at each level design their own decisions to achieve the aims of the higher levels.
CASE STUDY – MARKS AND SPENCER PLC
This case shows the way that strategic decisions can have a pronounced affect on organisational performance.  For many years, M&S was the leading UK retailer, was extremely well-run, and was considered an icon of good business practices.  Over time, their business environment changed, but M&S did not seem to keep up with developments.  Their organisation became rather dated, and they were overtaken by more adventurous competitors.  By the late 1990s there were signs of decline, and the company needed a serious change of direction.  Many changes to senior management began the slow process of moving the company into new directions through the early year of the 21st century.

· Describe Marks and Spencer’s strategy and show how it has evolved. 

For much of the 20th century Marks and Spencer was considered the UK’s leading retailer.  It success was based on the principles of attractive products, high quality, reasonable prices, efficient operations and good relationships with stakeholders.  These principles formed the basis of its strategy - ‘to make aspirational quality accessible to all’.  Implicit in this is an aim of continuing expansion, selling products to more people.  This in turn, suggests competing aggressively aiming ‘to be the standard against which others are measured’.  Their strategy clearly worked well for many years, and allowed M&S to gain a dominant position.  It reached a point where further expansion became difficult, so the company looked for diversification into branded clothes, food retailing, international operations, home furnishings, and personal finance.  Some of these ventures were more successful than others, but the company still did not recover.  New senior management tried further diversification – but this was interpreted as a company that had lost direction and was moving in apparently arbitrary directions.  
Despite the diversification, it often seemed that the company was to some extent hindered by its former success.  It took on new ideas, but was reluctant to make major changes to its core operations that had worked well for so long.  
Then by 2004, more new managers recognised that the business had become too complicated, inward looking, inefficient, out of date, and lacking leadership and direction.  They felt that the best strategy was to reverse many previous changes, concentrate on core operations, and focus on the things that it did well.  Over a five year period it planned to return to being a leading supplier of clothes and food – again based on its traditional values. 
· How has the business environment changed for Marks and Spencer?

This is a complex question, and we can make many analyses of the changes to clothes production, supply, demand, social conditions, culture and marketing.  The environment in M&S’s main market of clothes retailing clearly evolved throughout the whole of the 20th century – going through periods of limited demand, two world wars, a slump in the 1920s and rapid growth in the 1950s and 1960s.  It adopted through each of these and continued its success.  However, by the 1990s the country had grown more prosperous and retailing was more competitive.  M&S maintained their traditional values, but competitors were targeting different parts of their market.  In particular, cost-cutters were introducing low cost alternatives, largely imported from developing countries such as China and India.  At the same time, other retailers were focussing on expensive and high quality fashion clothing.  In comparison, M&S’s was increasingly seen as providing ‘middle of the road clothes, for middle age people’.  This market declined in relation to other markets, and was a major cause of their problems.  
· To what extent were Marks and Spencer’s problems caused by poor strategic decisions rather than changes in the business environment?
We can argue that managers are employed to ensure the success of a company, and if the company fails to meet expectations then it is always the managers who are at fault.  If the environment changes, managers should notice the change and adjust their decisions to take advantage of the new conditions.  With this view, M&S’s problems seem to be caused by management failures.  Perhaps their main problem was inertia.  The company had been so successful that they were reluctant to make any changes – even when it was clearly time to move forward.  While M&S continued to do its traditional activities well, it was overtaken both by other companies that did the same things even better, and by companies that did completely different things in the retailing market.  
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