Chapter 1


Strategic Competitiveness: achieved when a firm successfully formulates and implements a value-creating strategy. 


Sustained Competitive Advantage: occurs when a firm implements a value- creating strategy and other companies are unable to duplicate it or find it too costly to imitate. 

Above-Average Returns: returns in excess of what an investor expects to earn from other investments with a similar amount of risk. 


Risk: an investor’s uncertainty about the economic gains and losses that will result from a particular investment. 


Average Returns: returns equal to those an investor expects to earn from other investments with a similar amount of risk. 


Strategic Management Process: the full set of commitments, decisions, and actions required for a firm to achieve strategic competitiveness and earn above- average returns.

 
Strategy: an integrated and coordinated set of actions designed to exploit core competencies and gain a competitive advantage. 


Global Economy: an economy in which goods, services, people, skills, and ideas move freely across geographic borders. 


Globalization: the increasing economic interdependence among countries as reflected in the flow of goods and services, financial capital, and knowledge across country borders. 

Perpetual Innovation: term used to describe how rapidly and consistently new information-intensive technologies replace older ones. 


Strategic Flexibility: set of capabilities used to respond to various demands and opportunities existing in a dynamic and uncertain competitive environment. 


Resources: inputs into a firm’s production process, such as capital equipment, the skills of individual employees, patents, finances, and talented managers. 


Capability: the capacity for a set of resources to perform a task or an activity in an integrative manner. 


Core Competencies: resources and capabilities that serve as a source of competitive advantage for a firm over its rivals. 


Strategic Intent: the leveraging of a firm’s resources, capabilities, and core competencies to accomplish the firm’s goals in the competitive environment. 


Strategic Mission: a statement of a firm’s unique purpose and the scope of its operations in product and market terms. 


Stakeholders: individuals and groups who can affect, and are affected by, the strategic outcomes achieved and who have enforceable claims on the firm’s performance. 


Organizational Culture: refers to the complex set of ideologies, symbols, and core values that are shared throughout the firm and that influence how the firm conducts business.

 
Profit Pool: entail the total profits earned in an industry at all points along the value chain. 
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General Environment: composed of dimensions in the broader society that influences an industry and the firms within it. 


Industry Environment: the set of factors that directly influences a firm and its competitive actions and competitive responses: the threat of new entrants, the power of suppliers, the power of buyers, the threat of product substitutes, and the intensity of rivalry among competitors. 


Opportunity: a condition in the general environment that, if exploited, helps a company achieve strategic competitiveness. 


Threat: a condition in the general environment that may hinder a company’s efforts to achieve strategic competitiveness. 


Demographic Segment: concerned with a population’s size, age, structure, geographic distribution, ethnic mix, and income distribution. 


Economic Environment: refers to the nature and direction of the economy in which a firm competes or may compete. 


Political/Legal Segment: the arena in which organizations and interest groups compete for attention, resources, and a voice in overseeing the body of laws and regulations guiding the interactions among nations. 


Sociological Segment: concerned with a society’s attitudes and cultural values. 


Technological Segment: the institutions and activities involved with creating new knowledge and translating that knowledge into new outputs, products, processes, and materials.

Global Segment: relevant new global markets, existing markets that are changing, important international political events, and critical cultural and institutional characteristics of global markets. 


Industry: a group of firms producing products that are close substitutes. 


Economies of Scale: the marginal improvements in efficiency that a firm experiences as it incrementally increases its size. 


Strategic Group: set of firms emphasizing similar strategic dimensions to use a similar strategy. 


Competitor Intelligence: the set of data and information the firm gathers to better understand and anticipate competitors’ objectives, strategies, assumptions, and capabilities. 
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Value: measured by a product’s performance characteristics and by its attributes for which customers are willing to pay. 


Tangible Resources: assets that can be seen and quantified. 


Intangible Resources: assets that typically are rooted deeply in the firm’s history and have accumulated over time. 


Valuable Capabilities: allows the firm to exploit opportunities or neutralize threats in its external environment. 


Rare Capabilities: capabilities that few, if any, competitors possess. 

Costly-to-Imitate Capabilities: capabilities that other firms cannot easily develop. 


Non-substitutable Capabilities: capabilities that do not have strategic equivalents. 


Primary Activities: involved with a product’s physical creation, its sale and distribution to buyers, and its service after the sale. 


Support Activities: provides the assistance necessary for the primary activities to take place. 


Outsourcing: the purchase of a value-creating activity from an external supplier. 

