A. Basics 


B. The students’ backgrounds


C. What is strategy?  


D. What we’re trying to do

a. Strategic thinking


b. A business or strategic plan

i. Do strategic thinking 

ii. Communicate it so others will support it

c. Executive summaries  

E. The basic concepts of strategic thinking  
a. “offense”
b. “defense”


F. Wizards of the Coast   

Bus 290 – Intro
use cell phone

There are some key concepts that I’m deliberately not setting up formal tests or exercises on because I want you to devote a lot of thinking and writing time to the business or strategic plans you’re going to prepare, which are your graduation thesis.  But the theory of strategic thinking that we address really is important, and it’s important to your careers that you learn it.  By thinking about it through discussion rather than exercises, we make this more like a doctoral course than a regular master’s course.  And I know most of you are completely ready for that.  I use the sheet to note who has participated and how well. But chances are excellent I’ll forget your participation if you don’t sign in.  

   Next time, please bring name tents with you.  It helps me if you stay in roughly same seats.   

This course is called Strategic Thinking, and it is designed to help you learn to think about big issues in business and participate in big business decisions.  We will study principles of general management -- ways of thinking about 
businesses and organizations as wholes and acting to make them successful.  
And in addition you’re going to write what is essentially your masters’ thesis, either a business plan 

Or a strategic plan.  

The text is in the Spartan bookstore and can be purchased from Amazon as well.  Please get the 2nd edition.  
The packet.  

You must have regular access.  I know it’s expensive.  But I felt it was crucial to give you a solid exposure to the range of strategic thinking.  
One other kind of highly recommended reading matter – The Wall St. Journal or New York Times, on one hand, and Fortune.  
I can’t predict whether anything relevant to your business plan will show up in the papers over the next 4 months.  But I do know something will over 4-5 months.  Following the news seriously gives you a real edge.  

I read the business pages like the sports pages.  

Tonight I want to 
1. Discuss what we mean by strategic management and strategic thinking
2. Discuss what we don’t mean


3. Discuss, and begin work on, your strategic or business plan.  

4. Once we’ve made a little bit of progress on the plans, introduce some key ideas in strategic thinking that we’ll use throughout the term.


5. Discuss the Wizards of the Coast case, which illustrates some of these ideas, but also illustrates how much else there is in strategic thinking.  
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II. Students backgrounds


a. Did anyone have difficulty getting the text?  

i. Please get the second edition.  


b. How many have had a course in leadership?  here?  somewhere else?  


c. How many have read  

i. Hamel & Prahalad?


ii. Collins ‘Good to Great?’ or Collins & Porras’ Built to Last

iii. Any other books or major articles on strategic management or strategic thinking that have impressed you?  What?  
d. taken a course from, read, or had as a speaker Gerald Cory (senior fellow)? 


:35   
III. What is strategy?  

Not complete to say, “a plan.”  

When people started studying strategy in business schools in the 1960s, they assumed that it was mostly a matter of planning. 

They found lots of quite good companies did very little planning.  

And you can’t plan everything.  
Has anyone ever worked with a good idea that wasn’t planned?  
“Emergent strategy”.  

Walker dances around defining the term (pp. 3-5). 

“Strategy explains how a firm makes money”
“fills a need” 
But not really a definition.  
It turns out that “strategy” is one of those words that is ultimately a lot harder to define than you would expect, and that you can really understand much better if you think about its etymology, that is, its origin.  
Does anybody know where the word ‘strategy’ comes from?  Greek.  


‘Strategos’ was a general.


‘Art of the general’ 
‘Strategic’ fundamentally means important.  

Athens, which is where a lot of our civilization comes from, was run for most of the period when it produced its great works, such as the Parthenon, by a leader named Pericles [built the Parthenon, led the successful and ultimately some disastrous wars].  When we say something is strategic, we mean not only that it involves an action that is aimed at attaining one or more of your organization’s goals, but specifically that it deals with things that are important. What actions that we’re taking are important enough that Pericles needs to know about them and get involved with them?

So I’ll personally define strategy as:  The big choices about how a business  pursues its goals.  
Often these big choices aren’t made deliberately at all.  It’s a good idea, though, to assume that a company has a strategy even if the decisions are made without much deliberation.  Because it’s been shown that companies are sometimes very successful without much deliberate strategic decision-making. 
In requiring that you take a course in “strategic thinking,” though, we are arguing that it really is central to business success to think through a lot of big issues strategically. 
And so “Strategic thinking” means thinking about something important in a way that enables you and your organization to achieve your goals.  
More Art than Science.

We all want to develop this art.  And I’m glad I’m teaching MBAs in San Jose in the last period of their studies because I think I’ll learn more from you than I’m likely to learn elsewhere.  

:50
III. Purpose of business   
I said strategy is “The big choices about how a business pursues its goals.”  

What are the goals?  

More than we realize, businesspeople get to choose.  

Most of the analysis in strategic management is based on the assumption that the only real goal is maximum profits.  As we define the nature of strategy and strategic thinking, I want to address that specifically.  
My sense is that the biggest reason scholars assume profit-maximization is that a nice simple assumption like that makes it easier to get scientific-looking results.  Recent brain science shows it isn’t true that people always maximize their own profits.  Reptiles maximize profits for themselves.  That’s the kind of brain they have. 

But people are mammals.  And mammals have a huge portion of their brains that is dedicated to taking care of their young but also to general community building.  
I brought, as optional reading, an article by Prof. Gerald Cory of SJ State from the new Handbook of Behavioral Economics.  
It’s essential that you recognize when you need to maximize profits – 

HP last year after Carly Fiorina was kicked out.  

Often the boss insists.  

But some bosses have choice.  

You’re completely welcome in any assignment in this course to pursue another goal other than maximizing profits.  
Build community  -  central.  
:58
The classroom.   I want the discussions to be as much as possible like a strategic discussion in a well-run company.  In general, I try to wait till you raise your hand.  Because I know you’ll speak better when you yourself believe you have something to say.  

But sometimes I don’t hear anything from people.

After a few sessions, I’m afraid I’m going to have to look for ways to get people who haven’t been participating into the conversation.  I can’t get you into this conversation that we’re trying to have if you never say anything.   Calling on people. 

It’s possible there are some students who 
really don’t want to be called on.
What we both have to think about is how you would think of yourself participating in strategic discussions in a company where you might work. 

I welcome contributions by email, visits during office hours, even phone calls.  

Professional standards.  I expect a highly professional atmosphere.  That means you’ll all be prepared at least 85% of the time.  You need to be able to discuss the text and the cases. 

A couple of hours of reading for each class as well as other assignments.  

But I’m not here to drive you crazy.  The syllabus is fairly demanding.  In order to give you the skill strategic thinking – of analyzing what you can do to make your business and those of people you work for really valuable – we have to cover a fair amount of ground.  That makes the reading significant in addition to the preparation of the business or strategic plan.  

If it’s too much, let’s discuss it.  

Next week’s assignment -  
see Syllabus
written assignment is in groups of 2 or 3.
7:20
IV. Your business or strategic plan – individually or in groups of 2.  
a. A business plan is a plan for something new.  


b. A strategic plan is a plan to carry out a real change, including some innovative elements.  



c. I’ll give you tremendous flexibility in setting up your project.  It’s your career.  

i. Some of you have done plans in other courses.  Generally, if you want to do the same business here, I will allow that.  Some people take MBAs to get a business started; I want that to be possible.  I guarantee I’ll find holes in what you produced for other courses.  And a good, 2-semester plan may be really valuable for you.  

1. However, you must within 2 weeks show me all the work you’ve  done on the project for credit, so we can jointly agree on what you want to do from here.   

Put out samples.  

d. Pass out executive summaries  

Your problem statement is due next week.  If you send by Friday, I’ll try to have feedback Monday.  

Lastly I want to talk about what you should hold me to -- 

I’m will be learning how to teach this course.  
I want us to work together.  
So I want to emphasize, if ever you feel I’m hard to talk to, grab me by the shirt and shake me.  
7:40
BREAK
8:00
e. Discuss executive summaries 

i. Executive summary should lead to elevator sell.  


f. Have students propose some ideas  




g. Review the checklist    
8:25
V. The basic concepts of strategic thinking

strategy = “The big choices about how a business pursues its goals.”

a. What a strategy (the big choices) does 
i. A description of and a way of thinking about how the resources and capabilities of the business relate to the marketplace.  The better the match to market needs, the greater the performance.  


ii. Framework for resource allocation – important decisions by people charged with making them. 


iii. A discipline on management thinking 


b. Some successful companies – What were their strategies?

i. SouthWest Airlines


ii. Intel 

1. Microprocessor 


iii. IBM 

1. Under the Watsons

iv. General Electric 

c. How do you measure whether a strategy is succeeding?  

i. accounting

1. but 

a. managers can manipulate accounting

b. much valuable work takes a long time to produce profits. 


ii. measures of economic performance

1. market value  (markets are sometimes wrong)

2. accounting adjusted for cost of capital  - tells how well company is doing compared to others in equally risky businesses. 


iii. other adjustments 

1. market share

2. performance of the whole industry


iv. there’s still a lot you don’t know.  

d. A defensible way of thinking about long-term goal 


i. competitive advantage


1. But the work you do, and the resources and capabilities you do it with can usually be observed and copied.  So today’s competitive advantage is tomorrow’s copying.  


ii. sustainable competitive advantage   









e. How – Think of value created vs. cost to you  (p.28)

i. (not price)





f. How to get that?  Generic strategies
i. cost leadership

ii. differentiation 

iii. focus


iv. stuck in the middle  - Holiday Inn



v. But many firms ‘in the middle’ succeed


vi. Important – if you don’t follow one of the generic strategies, always consider that a cost leader of differentiator could beat you.  



g. Better – think about how to create lots of value for acceptable cost, then 


i. An offense – how you will sustain your leadership in creating value at the right price. 


ii. A defense – either 

1. make it hard for others to copy you


2. make it hard for customers to switch 

















9:00
VI. Wizards of the Coast  

a. Distribute analysis sheet


b. Has anybody ever played any of the games mentioned in the case?


c. I asked you to read this case partly because I know a little bit about how it came to be written.  As I understand it, Peter Atkinson just showed up; in the University of Washington’s M.B.A. program one semester.  He was trying to learn how to run this little business he had started.  

i. So Atkinson was doing much of what I am asking you to do.  

ii. And I’m asking you to take a look at this case because I think when I make an assignment to do a business plan, people don’t consider doing what they really want to do. 

1. There’s still time to do something like what Adkinson and Garfield did.  


(a) History  

(i) Industry is around since 1960s

(ii) They’re making money from a game invented in 1974

(iii) People get really caught up.  



d. We’d all like to do what Peter Atkinson and Richard Garfield did.  

(1) and I don’t think they were successful just because of luck.  


e. What strategies or actions by Adkinson et al contributed to the huge success of “Magic?”

(1) Recognition of a problem that a customer group had – they were passionate about an activity, but they had to find a lot of time to do it.  


(2) Developed a basic strategy for solving the problem – 

(a) portable game 

(i) cards

(b) takes 1 hour or less to play 


(3) Adkison found a genius with the skills he didn’t have.  

(4) features 

(a) every piece has magic powers

(b) great art


A complete product / experience (created without much money) 

f. How successful are the strategic actions they’re taking in 1997?  


(1) not very



(2) MBA not working



g. What is the big goal of the Wizards people?  Are they seeking to maximize profits?  

(1) strategic intent – make games as big as the movies – pp 46-47.  



(2) If that’s what you want to do, how would you do it?  

I first taught this case in 2001

Nexis search – 

(a)   Harry Potter game cards


(b) sold to Hasbro, $325 million


(c) 2001 – selected by Japanese maker of Pokemon to make Pokemon cards.  
(i) Hasbro expanding game centers in shopping malls.

(ii) Hasbro made a fortune.

(iii) Adkison bought back unit doing conventions.  


(d) 2004 – could tell students that among 7-12 year olds, card games really were bigger than video games, as big as movies.  


(e) Yu-Gi-O – 2004 – not Hasbro, Bandai.  


(i) Hasbro not effectively building on the popularity

(ii) Closed the game centers.  



h. If there is no big revival of mass market card games, is Peter Adkison a success?  








VII. I wanted to start the course with this case because 
a. it shows what’s possible 


b. the specifics of what Adkison did give a sense of how specific, generally simple decisions can lead to beg results


c. Today the case also gives a sense of the limitations of success.  things going in the direction we want don’t mean they’ll continue that way.  

dropped matter
But I can say two things.  

1. This is an example of some young kids who had a bright idea and they made it work because they took time to develop a real strategy that would address all the key issues.  

2. Once they had a business, they really thought about what they wanted to do next, and how to do it.

Don’t assume you can’t do what you really want to do.

But take time to run it well.  

Wizards history


1960s – adventure games invented


1974 = D&D 


1990 -  Wizards founded


1991 – Eureka moment


1993 – Magic intro, boom


1996 – shakeout 
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