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A
ABC/Cap Cities, 96, 97
Accountants, 179
Accounting, 179-181, 211
Acquisitions:
bridge financing for, 171
and business models, 91, 106-107
CEO approval of, 35
dividend discount model for
evaluation of, 207
and excess cash, 168
geographic market choices with,
71,72
and issuance of shares, 206
new product markets frons, 80, 81
portfolio diversification with, 165
Adelphi, 174
Affiliation benefitc 112-122
group operating benefits, 112-114
group strategic benefits, 114-122
leveraging, 130
Airbus, 27
Airline industry:
customer satisfaction in, 27
high market shares in, 87
participation choices in, 66—67
profit in, 19
Alternative energy, 62
Aluminum market, 52
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Amazon, 61
Analysts (financial):
and earnings growuh, 26
estimates by, 24, 130
and public conipany information,
179
Annua! carnings, 23
Annualplans, 146-147
Agple Inc., 52, 70, 74
Aramco, 120, 121
Arthur Andersen, 174
Assets, special, 119-122
Automobile industry, 52, 69

B
Balance sheets:
of business units, 129
financial plans based on,
147
and information quality, 191
strength of, 198
Balance sheet choices, 166-174
with capital structure, 166,
169-174
defined, 158
with excess cash, 166—-169
importance of, 8
types of, 166
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“Balancing” (growth and returns),
31-32
Bank of America, 174
Banks:
commercial, 27, 51
competition with, 57
and configuration choices, 79-80
customer segments of, 72—73
European, 81
global money transmission by, 54
investment, 27
retail banking, 56, 70, 187
and subprime mortgage market,
154
Base salaries, of CEOs, 224226,
229. See also Compensation
BE (book equity), 208
Benchmarking, 216
Berkshire Hathaway, 95
Best practices:
of competitors, 102-103
and corporate center structure;
219
for execution capabilities,
109-110
Bidding (business modgels), 99-101
Blue strategy, 37.32
Boards of directors, 131-134
appointment of CEOs by, 131-132
approval of performance objectives
by, 131
and business models, 97-98
and CEO compensation, 229
communication with, 196
and market performance, 33
questions asked by, 132-134
and shareholder value, 34
Bonuses, see Incentive bonuses
Book equity (BE), 208

Bottom-up strategies:
benefits of, 190-191
control based on, 185
and financial objectives, 39-40
financial planning based on,
146-147
Brands, 122
Bridge financing, 171-172
Bristol-Myers, 168
Broadcast industry, 19, 57
Budgeting:
artificial limits of, 142, 143
and creative const:uction, 192
and cross-subsidics, 127, 128
as principal canitrol mechanism,
146-147
in repOrtung systems, 134, 135
Buffect, Warren, 95
Burke, James, 179
2uzsiness development, 217
Business models, 88-107
and acquisitions, 106-107
closed, 91-95, 99, 115
commercial convictions in, 89
of competitors, 61
creation of, 8, 98-99, 105-106,
154-155
evaluation of, 103-105
extending existing, 99
financial convictions in, 90
and group strategic benefits,
114-117
importance of, 7
making changes to, 101-103
open, 91-93, 95-98, 101, 115
Business strategy, see Strategy
Business units:
approval of strategies in, 130
competition of, 113
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and control, 145-146

and corporate centers, 85

and corporate positioning choices,
111

forecasts for, 209

of General Electric, 45-46

generation of economic profit and
equity value by, 15

and geographic markets, 71

and governance practices,
128-129

information from, 191, 192

knowledge transfers between, 117

leaders of, 5, 177-178, 190, 196

and managing capital, 142-143

orphan, 194-195

and participation choices, 50-51,
67

performance objective choices for,
34-39

plans for, 28

in portfolios, 165

risk thresholds for, 161

and special assets, 120

strategies for, 5

and top-down targceus; 39, 42

and understanaing ¢f economics,
151

C

Capital:
allocation of, 16, 59
for business units, 177-178
cost of, 15, 210
and cross-subsidies, 127-128
investing in, 40
management of, 141-145
return on, 44

Capital growth, 44
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Capital project proposals, 35
Capital structure, 166, 169-174
Cash flows, 198
Centers, see Corporate centers
Centralization, 221
CEOs. See also specific headings
appointment of, 131-132
and boards of directors, 134
and capital management, 145
commitment of, 183-186
mind-sets of, 187-189
as part of corporate center, 129
role of, 4-6
and strategic management
framework, 9-10
tenure of, 24
CFOs:
and capital budgeting, 127
ann capital management, 145
us part of corporate center, 129
role of, 217
Change, 189-195
Chrysler, 110
Clarity of purpose, 184-185
Closed business models, 91-95
commercial convictions in, 114
creative thinking as consequence
of, 99
and geographic market choices,
115
Coca-Cola Company:
appointment of Roberto Goizueta
as CEO, 132
bottler network of, 120
brand of, 121
business model of, 99-100, 115
in global markets, 70, 115, 116
growth in sales at, 184-185, 187
offering choices of, 66
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COE, see Cost of equity
Commercial banks, 27, 51
Commercial convictions, 89, 101,
114-115
Communication:
with boards of directors, 196
external, 178-181
Company culture, 185-189
Company EP (economic profit)
identity rule, 13
Company EV (equity value) identity
rule, 15
Company objectives, see Objective(s)
Compensation:
alternative practices for, 223-229
as executive process, 147-151
Competition. See also Competitive
advantage; Competitive position
and best practices, 102—103
with business units, 113
and financial strength, 198
and low entry barriers, 56
and marketing, 198
and product market attractiveness,
52
and strategic management
choices, 1
takeover by, xvii
Competitive advantage:
business models as source of, 61,
89
and corporate center structure,
220
with geographic market
participation, 68
positioning choices as
determinants of, 86—88
pursuit of, 28
and risk management, 161

and value creation, 22
Competitive position:
and business models, 91
defined, 18
and economic profit growth, 87
and participation choices, 50
and profitability, 21, 22
Compliance:
as agenda item, 193
and control, 145
with corporate centers, 216
and creative construction, 140,
141,177
Configuration choiczs, 77-80
Conglomerate aiscount effect, 166
Contrariap-husiness models,
1G4—105
Controi:
with corporate centers, 216
and executive processes, 145-147
and risk management, 162
Convictions:
commercial, 89, 101, 114-115
financial, 90
Core competencies:
as approach to strategy, 27
and execution capabilities,
110-111
Corporate centers:
and governance practices,
129-131
new models of, 217-221
purpose of, 85
reasons for changing structure of,
215-217
and special assets, 120, 121
strategies for, 5
stretch goals emanating from,
38-39
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Corporate participation choices,
75-82
configuration choices as, 77-80
domain choices as, 75-77
exit decisions as, 82
new entry choices as, 80-82
Corporate positioning choices, 111-

122

for group operating benefits, 112—
114

for group strategic benefits, 114—
122

Corporations, multibusiness, See
Multibusiness corporations
Corruption, 52, 71
Cost efficiencies, 216
Cost of capital, 15, 210
Cost of equity (COE):
in dividend discount model, 207
and economic profit, 16, 18, 19
estimation of, 211
and financial performance
threshold, 35
Cost positions, 88
Creative construction, 192—193
and closed business imodels, 99
ethics of, 176—172
as executive process, 139-141,
155
and risk management, 162, 164
Credit ratings, 112, 173
Cross-subsidies, 127-128, 142
Culture, company, 185-189
Customers:
and economic profit, 13
feedback from, xvii, 108
meetings with, 186
and product market profitability,
52-53
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and resource allocation, 33
satisfaction of, 27
Customer segmentation, 7, 33,
72-75,77,137
Customer value, xvii
CVS/Caremark, 91-93
Cyclical industries, 36, 50, 167

D
Daimler-Benz, 120
Danaher, 61, 81, 106, 118-119
Databases, 131
Debt:
and balance shéeu choices,
166
and capitaistructure, 169,
171174
discretionary, 172-174
mndustry-specific, 172
operating, 171
and portfolio diversification, 166
Decision making. See also Exit
decisions
by CEOs, 4
in corporate centers, 216
for funding, 192
Decisiveness, 151, 185-186, 194
Dell, 52, 61
Digital photography, 94
Directors, boards of, see Boards of
directors
Discretionary debt, 172-174
Disney, Walt, 95-97, 106
Distribution chains, 89
Diversification, portfolio, 164—-166
Dividend discount model,
207-208
Domain choices, 75-77
Dot-com businesses, xvii
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E

Earnings:
annual, 23

as component of economic profit,
11,15
financial reporting of, 180-181
quarterly, 23
Earnings growth:
at General Electric, 43—45
mythology surrounding, 23-26
and participation choices, 58
reliability of, 23-26
setting objectives for, 40
and total shareholder returns,
201-206
Eastman Kodak Company, 93-94,
120-121
Economics:
CEO understanding of, 151-152
market, 18, 162, 164
Economic profit (EP), 11-23
capital structure impact on,
169-174
choices based on, 7-8
company EP identity rvle, 13
and customer seginentation, 73,
74
defined, 11, 12
distribution of, 63-65
and ethical choices, 6, 175-176
financial drivers of, 15-17
with geographic market choices,
67-72
in governing objectives, 190
illustration of, 213
and information management,
135,137-139
measurement of, 51
negative, 57-60

and new product markets, 62—63

and offering choices, 63-65

participation choices as
determinants of, 50

positive, 54-57

in retail financial services, 77-78

and risk management, 160-161,
163-164

significance of, xviii

strategic drivers of, 17—-23

and strategy valuation, 13-15

thresholds for, 36

and valuation, 207-211

and vertical/horricntal
integration;.”9

Economic prefic discount models, 208
Economyic pirofit (EP) growth:

as henefit of strategic
management, 197

ousiness unit’s responsibility for,
129

and competitive advantage, 87, 88

consequences of maximizing, 3—4

and creative construction,
140-141

as determinant of CEO
compensation, 148, 149, 226,
227

earnings growth vs., 24-26

and exit decisions, 81

at General Electric, 44, 45

in governing objectives, 190

importance of, 184

from new product markets, 80-81

as objective of strategic
management, 13, 14, 49

and participation choices, 50, 64,
68, 73-76

producers of, 193-194
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and risk management, 159,
161-163
and total shareholder returns,
201-206
Economic value-added (EVA®), 12
Educational services market, 56
Eisner, Michael, 97
Emerson Electric, 81
Employees, 66, 108, 181, 186
Enron, xvii, 133, 154, 174
Enterprise Strategy Group (corporate
centers), 218-219
Entertainment business, 57
Entertainment industry, 19
Entrepreneurial enterprises:
business models for, 93, 98, 122,
154-155
and creative construction, 139
failure of, 63, 140
narrow focus on, 62
Entry barriers (product market),
53-57, 69-70. See also New
entry choices
EP, see Economic profit
EP growth, see Economic profit
growth
Equity, 15, 166, 173-174
Equity analysts, 179
Equity value (EV):
capital structure impact on, 169,
170
for comparing strategic options, 14
and economic profit, 12, 207-211
financial drivers of, 15-17
of General Electric, 44
illustration of, 213
measurement of, 33
producers of, 193-194
and product markets, 15

Index 245

and risk, 159
strategic drivers of, 17-23
and top-down targets, 42
ESPN, 96
Ethical choices, 6, 174-181
for creative construction, 176—178
defined, 158
for external communications,
178-181
types of, 8
Europe, 32. See also specific countries
EV, see Equity value
EVA® (economic valite-added), 12
Excess cash, 166-1¢2
Excess producticn capacity, 52
Execution cacaoilities, 107-111
best praciices for, 109-110
and core competencies, 110-111
ana group strategic benefits,
117-119
selection of, 108-109
Execution risks, 158
Executive capabilities, 8, 151-155
Executive Development Group
(corporate centers), 220
Executive process choices, 8
Executive processes, 134—-151
capital management, 141-145
challenges with, 134
compensation, 147-151
and control, 145-147
information management, 135—
139
strategy formulation, 139-141
Executives, senior, 148, 150. See also
CEOs; CFOs
Exit barriers (product market), 53,
57-60, 71
Exit decisions, 66, 82, 153
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Exporting, 71
External communications, 178-181
ExxonMobil, 79, 90, 161

F
Fannie Mae, 174
Feedback, 108
Finance departments, 216, 221
Finance Group (corporate centers),
221
Financial convictions, 90
Financial performance standards, 99,
219-220
Financial reporting, 179-181, 211
Financial resources, 5
Financing, bridge, 171-172
Flexibility, 105, 151
Ford, 110
Forecasts and forecasting:
with business models, 103
for investments, 209-211
and investor expectations, 205
market economics, 20
and measurement, 33
and risk management, 160
France, 16—-18
Franchising, 71
Freddy Mac, 174
Funding decisions, 192

G
GDP growth, see Gross domestic
product growth

GE, see General Electric

Genentech, 106

General Electric (GE):
business model of, 91, 97
economic profit at, xviii, 162
NBC/Universal unit of, xiii

participation strategies of, 153
success of, 115
top-down target setting approach
at, 42—46
General Motors, xiii, 110, 153
Geographic market choices, 67-72
and closed business models, 115
resource allocation for, 33
and value creation, 81
Germany, 72
Gerstner, Lou, 78-79
Global money transmission market,
54-56
Goals:
and performance objectives, 32, 34
setting, 1.9
and vip-aown strategies, 38-39
Goizueta, Roberto, 66, 99-101, 132,
184
Geldman Sachs, 69
Gold strategy, 37—42
and business units, 37-39
defined, 37
earnings growth from, 45
and ethical choices, 174, 177, 178
and executive processes, 136
formulation of, 115
revenue growth targets in, 148
special assets in, 119-121
transitioning to culture of,
192-193
Governance practices, 8, 128—-134
role of boards of directors in,
131-134
role of business units in, 128-129
role of corporate centers in,
129-131
Government intervention, xii, xvii,
46, 153
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Government regulation, 52
Green Zone (ME/CP Profitability
Matrix), 163-165, 167, 168,
173,182
Gross domestic product (GDP)
growth, 43, 55
Group operating benefits, 112-114
Group strategic benefits, 114-122
and business models, 114-117
and execution capabilities, 117—
119
and special assets, 119-122
Grove, Andy, 65, 95, 154
Growth:
as agenda item, 193
capital, 44
earnings, see Earnings growth
economic profit, see Economic
profit growth
organic, 91
revenue, 40, 43
volume, 38, 100

H

Hard benefits, 196-19&

Hedge fund manageraent, 169
Honda, 69, 110

Honesty, 176

Horizontal integration, 79

Human resources, 5

Human resources departments, 216
“Hurdle rate,” 35

I
IBM, 78-79,116-117, 121
IKEA, 61
Mliquidity, 167
Incentive bonuses:
and flexibility, 181
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and Gold strategies, 148—150
as part of CEO compensation,
224-227
Income statements, 12, 129,
146-147, 191
India, 68
Industries. See also specific industries
cyclical, 36, 50, 167
debt requirements for, 172
and profitability, 19
Information management:
ethical choices for, 158, 175-176
as executive process, 135-139
improving qual’ty of information
in, 191-192
and manasing capital, 142
Informaticriquality, 134
Innovation, 51, 126, 168
Inctivutional imperative:
zand company culture, 186
and economic profit information,
175-176
and executive processes,
134
and organizational choices,
126-128, 152
and risk management, 160
“Institutional imperative,” 8
Integrity, 151
Intel, 65, 94-95, 107-108
Interdependencies, 137-138,
145
Interest coverage, 171, 173
International markets, 58—59,
68-70, 189
Internet businesses, 80
Investment banks, 27
Investment returns, 207-208
Investments, 15, 209-211
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Investors:

deception of, 179
expectations of, 34, 203, 205,
206
feedback from, 108
and financial reporting, 181
minimum returns for, 12
in mutual funds, 53
and risk, 165
IT departments, 216, 217

J

Japan, 72

Johnson & Johnson, 179
Joint ventures, 71, 80
JPMorgan Chase, 79

K

Kaizen, 110

Katzenberg, Jeffrey, 116

Keough, Don, 66

Knowledge transfers, 117

Kodak, see Eastman Kodak Company

L
Leadership:
of business uniw, ,177-178,
190, 196
and closed business models, 94
selection of, 130
Licensing agreements, 121
Long-term incentive bonuses, 148,
149, 224

M
Management. See also Risk
management choices
of capital, 141-145
hedge fund, 169

information, See Information
management
matrix, 129, 152
strategic, See Strategic
management
Manufacturing strategy, 93-94
Markets:
expansion into new, 32
international, 58—59, 68-70,
189
product, see Product markets
and shareholder value, 33-34
Market attractiveness, 51, 52
Market economics:
defined, 18
and doman choices, 76
forecasic based on, 20
and profitability, 21, 22
ar.a risk management, 162, 164
Mzrket Economics/Competitive
Position (ME/CP) Profitability
Matrix, 21, 22
and business model changes, 101,
102
and participation choices, 49
and portfolio choices, 163
and value creation, 194
Marketing:
by Coca-Cola, 66, 100
and competition, 198
by Eastman Kodak, 93
and performance objectives, 40
starting new campaigns for, 31
Market share, 26, 86-87, 111
Matrix management, 129, 152
Measurement. See also Metrics
of economic profit, 51, 137—
138
of equity value, 33
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ME/CP Profitability Matrix, see
Market Economics/Competitive
Position Profitability Matrix

Memory chip market, 65

Mergers, 76

Metrics, xvii—xviii. See also Economic
profit

and CEO mind-set, 188

economic profit vs. other, 15

relationships between shareholder
returns and, 201-202

Mickey Mouse Club, 96

Microprocessor market, 65, 94,
107-108, 117

Moore, Gordon, 65, 154

Mortgage market, 50, 56-57,

154

Multibusiness corporations:

business units of, see Business units
competitive advantage for, 58
equity value identity rule for,

15
group operating benefits in, 112
role of objectives in, 39

Multinational corporatiors, 70

Mutual fund industry, 52-53, 56

Myths, see Strategic management
myths

N

NBC/Universal, 153

NetJets, 109

New Coke, 121

New entry choices, 80-82

Niche acquisitions, 91

Nokia, 76

Nucor Corp., 50, 61, 113,
117

Numerator (valuation), 210
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(0]
Objective(s). See also Performance
objective choices
for earnings growth, 40
economic profit growth as, 13, 14,
49
financial, 39
governing, 190
for revenue growth, 40
total shareholder returns as, 14
Offering choices, 63—67
Oil companies, 52, 62, 120
Ollila, Jorma, 76
Open business mode's, 91-93
characteristico.cf, 115
and ecoramic profit decay, 101
forms o1, 55-98
Opereting debt, 171
Orerating income, 171
“rsanizational choices, 7, 8,
125-156
defined, 1
and executive capabilities,
151-155
on executive processes, 134—151
on governance practices, 128-134
and institutional imperative,
126-128
Orphan businesses, 194-195

P
Participation choices, 7, 49-83
assessment of, 51-63
corporate, 75-82
customer segment choices as,
72-75
defined, 1
as determinants of economic profit,
50
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Participation choices (continued )
execution capabilities in, 107-111
executive control of, 152—-154
geographic market choices as,
67-72

management control of, 50-51

and new product markets of
unknown EP potential, 62—63

objective of, 49

offering choices as, 63-67

in product markets with negative
EP and high exit barriers, 59-60

in product markets with negative
EP and low exit barriers, 57-59

in product markets with positive
EP and high entry barriers, 54—
56

in product markets with positive
EP and low entry barriers, 56—
57

for product-market transformatiox
opportunities, 61-62

“Pay for performance,” 147-*48§

Pay practices, see Compensation

P/E (price-to-earnings) ratio, 81

Performance objective choices, 6-7,

31-47
board of direciors’ approval of, 131
for business units, 34-39
and CEO compensation, 225-226
for company objectives, 39
as corporate center task, 130
defined, 1
of General Electric, 42—46
importance of, 31
and institutional imperative, 126
and shareholder value, 32—-34
top-down approach to, 39-46

Performance objectives, 190-191

Performance targets, 32, 37, 38, 41,
146
Performance variances, 130
Personal computer market, 52
Pfizer, 120
Pharmaceutical industry, 76,
121
Pharmacy sector, 91-93
Photographic film market, 50, 93-94
Portfolios:
diversification of, 164-166
and positioning choices, 114
risk management for; 164
Portfolio choices, 8, 157, 162-166
Positioning choices, 7-8, 8§5-123
business niadels for, 88107
corperate, 111-122
defineqd, 1
as determinants of competitive
advantage, 86—88
objective of, 85
Prices, 31
Price-to-earnings (P/E) ratio, 81
Private companies, 139
Private equity firms, 173
Procter & Gamble, 118
Product features, 31
Product lines, 33
Product markets:
concentration of resources in, 49
economic profit from, 13
equity value from, 15
with negative EP and high exit
barriers, 59-60
with negative EP and low exit
barriers, 57-59
new, 80-81
with positive EP and high entry
barriers, 54-56
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with positive EP and low entry
barriers, 56-57
profitability of, 50-53
transformation opportunities for,
61-62
unknown EP potential of new,
62-63
Profitability. See also Economic profit
and customer segmentation,
72-75
and geographic markets, 67, 69
of product markets, 19, 50-53
and risk management, 171
Profit-sharing pool, 149
Project proposals, 208
Property laws, 52, 71
Property rights, 119-120
Public companies:
annual earnings at, 23
boards of directors at, 98, 132,
140
compensation at, 148, 224, 227
equity capital of, 82, 211
and excess cash, 167, 168
financial accounting rules for, 180
financial objectives ¢f; 13-14
product particit.ation of, 65
Publishers, 105
Pulp and paper product market, 60

Q
Quantitative analysis, 160
Quarterly earnings, 23

=

Red strategy, 37, 38

Red Zone (ME/CP Profitability
Matrix), 163-165, 168, 172,
173

Index 251

Regulators, 179
Regulatory practice, 70, 134, 180
Reporting, financial, see Financial
reporting
Research and development, 93
Resources:
allocation of, 33
for product markets, 49
and role of CEO, 4-5
Retail banking, 56, 70, 187
Retail financial services, 77-78
Retail stores, 74
Retail strategy, 94
Return on capital 4+
Return on equity (ROE):
and ecoramic profit, 16, 18-22,
208,230
in ¢nrectainment business, 57
ann financial performance
threshold, 35
and risk, 159, 173
Return on investment (ROI), 210
Revenue, 27, 38
Revenue growth, 40, 43
Reverse engineering (business
models), 104
Risk, 8, 98,99, 158-160
Risk management choices, 7, 8,
157-182
for balance sheets, 166174
defined, 1
ethical choices as, 174-181
for portfolios, 162—-166
for product market transformation,
62
setting risk thresholds for, 160—
162
terminology, 158-160
Risk thresholds, 160-162
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Roche, 106

ROE, see Return on equity

ROI (return on investment), 210
Roles (corporate centers), 216
Russia, 16-18, 68

S
Salaries, of CEOs, 224-226, 229. See
also Compensation
Santula, Richard, 109
Secondary educational services
market, 56
Segmentation, customer, see
Customer segmentation
Senior executives, 148, 150
Shareholders:
and excess cash, 168-169
and participation choices, 58
returning cash to, 174
Shareholder returns:
as benefit of strategic
management, 197
and earnings growth, 24, 25
and economic profit grownh, 3—4
total, see Total sharelo'der returns
Shareholder value:
as company ohjactive, 14
importance ol, xvii
management decisions based on,
32-34
Short-term incentive bonuses, 224
Silos, 130, 216. See also Corporate
centers
Soft benefits, 195-196
Software market, 117
Special assets, 119-122
Specialized Centers of Competitive
Excellence (corporate centers),
220

Standard & Poor’s 500 Index, 43,
202
Start-up companies, 62-63, 71-72,
80
Steel industry, 61-62
Stock market, 33—34, 159, 201-202
Stock prices:
and boards of directors, 34
and portfolio diversification, 165,
166
and risk management, 180
Strategic management, xi
benefits of, 195-19%
best practices for, 219
and CEO commitment, 183-184
choices in..1-2. See also specific
chelces
framevwork for, 9-10
Straicgic Management Group
(corporate centers), 219-220
Strategic management myths:
about customer satisfaction, 27
about earnings growth, 23-26
about market share, 26-27
appeal of, 33
and core competencies, 120
pervasiveness of, 28
Strategic myopia, 127, 141-142
Strategic performance threshold,
36-39, 140
Strategic planning departments, 216
Strategy:
Blue, 37, 38
emergence of, 29
formulation of, 139-141
Gold, see Gold strategy
manufacturing, 93-94
marketing, 93
purpose of, 2—5
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Red, 37, 38
retail, 94

Strategy reviews, 6, 145, 147
Strategy valuation, 13-15
“Stretch goals,” 38-39
Subprime mortgage market, 50, 154
Suppliers:
and exit decisions, 66, 82
and fair market accounting, 133
feedback from, 108
meeting with, 5, 186
publicly traded, 56
Support Services Group (corporate
centers), 221
Sustainability, 28, 122
Synergies, 58-59, 79, 112, 113
Systemic risks, 158

T
Takeovers, xvii, 173
Technology, 5, 55, 168
Technology companies, 120
ThinkPad, 121
Third-party sharing agreemeats, 121
3M, 76, 153
Time, 186, 195
Time frames, 6
Top-down strategies, 32, 39-46,
143, 190-191
Total shareholder returns (TSR):
as company objective, 14
as determinant of CEO
compensation, 226, 227
and earnings growth, 201-206
and economic profit growth,
201-206
management decisions based on,
33,34
Touchstone, 115-116

Index 253

Toyota, 69, 110
Trade-offs:
with affiliation, 113
between breadth and depth of
experience, 152
with investment decisions, 44
with management information,
191
and maximizing economic profit, 6
as part of strategic decisions, 31
between profitability and risk, 166
risk-reward, 163, 172
Transparency:
as benefit of strategic
management, 195
and busin<ss unit leaders, 178
in executive reporting systems, 134
and institutional imperative, 128
ann managing capital, 142
""rucking industry, 19
TSR, see Total shareholder returns
Tyco, 174

U
United States, 16—18, 32
U.S. Congress, 57

Vv
Valero, 61
Valuation, 13-15
models for, 207-208
and portfolio diversification, 165
strategies for, 210-211
Value creation, 193—194. See also
specific types of value
and competitive advantage, 22
in corporate centers, 216, 218,
220
and exit decisions, 82
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