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Table of Contents (This should include page numbers.)
Introduction [A one-half-page-to-two-page overview of the intent of the paper and approach taken. This paper generally is intended to examine a specific focal company by reviewing the societal and competitive environments for its industry and examining its internal resources and recommending a strategy for its future. Mention the focal company and a bit about the industry the company is in, to help lead into chapter 1.]   

Chapter 1: Industry Profile and Overview [This is relatively comprehensive. This section helps determine what the industry is and whether it offers potential for profitability. This discussion will offer most of the “opportunities” and “threats” in the SWOT analysis in Chapter 2 Strategic Audit.]
I. Industry Overview

A. Industry description, background and overview
1. Mention that the focal company is part of this industry.

2. Give a brief overview of what the industry does.

3. Discuss some of the history that is relevant to the analysis.

B. Products and services.

1. Be specific about products and services sold. [For example companies manufacturing automobile spark plugs, generators, alternators and other electronic auto parts are different than companies that manufacture and sell auto bodies, tires or transmissions even though all are manufacturing automobile components.]

2. Keep in mind that some competitors may sell more or fewer products or services than the focal company. If so, it could be mentioned here and restated in other sections as necessary.
C. Description of  overall industry value chain and where focal industry participants fit
[For example: the auto industry value chain goes from coal, aluminum and iron mining (extraction) to selling final cars to customers (retail sales through dealers or other outlets). The focal industry may be components manufacturing, which should be noted on the diagram and further explained in the text. Each country’s overall value chain may be different, so be sure to explain the value chain for the specific country/market being addressed.]  

1. Diagram of the overall value chain.
2. Explanation with more details on each level of the value chain.
D. Major customer groups

1. Focus on the customer groups for the industry that the focal company and its direct competitors are in. [For example, automotive components manufacturers sell components to automobile manufacturers (GM, Toyota, BMW, etc.) as well as automotive supply wholesalers and retailers. They generally do not sell directly to automobile owners/buyers.]

2. Charts or graphs indicating:

a. Breakdown of customer groups by sales volume for the industry.

b. Historical (a few years) data on sales by customer group. 

E. Significant trends

1. Indicate whether past performance of the industry suggests that its products/services are becoming more or less popular?

2. Other industry trends may include:

a. More or less outsourcing.
b. Technologies and automation in manufacturing, marketing or product/service delivery.

c. Manufacturing plants, headquarters and other offices or other operations moving from one part of the world or country to another/others [For example auto manufacturers and components manufacturers closing US plants, while opening or expanding plants in Russia and China].

d. Industry consolidation or fragmentation with many new entrants.

e. Centralization of management decision-making or decentralization.

f. Strategic alliances with value chain or outside-industry partners.
F. Growth rate

1. The rate the industry is growing or declining in terms of sales, output, plant and personnel or other measures over recent years.

2. Charts or graphs that help tell the story.

II. Key competitors

A. Brief description of the focal company 

1. Name

2. When the company was founded.

3. Is it the whole company, a subsidiary of a larger company or a brand division within a company?
4. Key products and services.

5. Principal customers 

6. Relevant history.

B. Brief description of each key competitor [This means there may be separate sections for five or six competitors.]
1. Name

2. When the company was founded.

3. Is it the whole company, subsidiary of a larger company or a brand division within a company?

4. Key products and services.

5. Principal customers 

6. Relevant history.

C. Comparison Matrices charts of different competitors on key indicators. (One or more matrices and/or charts can be used to address those factors that help compare competitors. Text can be used to explain each matrix if needed.)
1. Sales revenue and/or volume.

2. Product or service offerings.

3. Financial ratios

4. Research and development

5. Organizational factors

a. Outsourcing.

b. Organizational structure

i. If it helps make the case comparative organization charts can be used here or in the “Corporate Structure” section of “Chapter 2: Strategic Audit.”  

6. Marketing factors

a. General strategies

b. Channels 
c. Brand identity 

d. Brand position

7. Other factors

III. Industry Analysis

A. Societal environment analysis

1. Political, including regulatory restrictions, taxes, special treatment or benefits, etc.

2. Economic, including current and projected economic conditions that have or can have a positive or negative affect on the industry. 

3. Social, including social trends or fads, political movements or other things that have or could have a positive or negative affect on the industry.

4. Technological, including existing or developing technologies that have or can have a positive or negative affect on the industry  

B. Competitive Analysis (Porter’s Six Forces—See additional handouts and Business Policy course information, including PowerPoints.)

1. Degree of rivalry among existing firms

2. Threat of substitutes

3. Supplier power

4. Barriers to entry

5. Buyer power 

6. Power of other stakeholders

C. Key success factors (KSFs) in the industry
1. These are based on looking at the information in the above sections of this chapter. What was a success factor in past years may be irrelevant now because of a new competitive environment. 

2. Identify each KSF with a word or phrase and then explain each with a sentence or two.

3. Try to limit this to no more than ten (eight is better) and combine some where needed.

4. After these are defined, it may be appropriate to revise the competitor comparison matrices (II.C above) to include one or more if they weren’t there.
D. Outlook for the future [Based on all of the above, does the industry appear to be headed toward growing, declining, consolidating, etc?]

E. Current stage of industry growth (start-up, growth, maturity)

Chapter 2: Strategic Audit of [Company Name]

I. Current Situation

A. Current Performance. [Overview of the company’s general position in the industry. How did the corporation perform the past year overall in terms of return on investment, market share and profitability? This may be completed after writing other sections.]

B. Past Corporate Performance Indexes 

1. Strategic Posture:
a. Current Mission: What business(es) is the corporation in? Is the mission statement appropriate?
b. Current Objectives: What are the corporate, business, and functional objectives? Are they consis​tent with each other, with the mission, and with the internal and external environments?

c. Current Strategies: What are the current corporate, business, and functional strategies? Are they consistent with each other, with the mission and objectives, and with the internal and external environments?

d. Current Policies: What are they? Are they consistent with each other, with the mission, objectives, and strategies, and with the internal and external environments?

e. Do the current mission, objectives, strategies, and policies reflect the corporation's inter​national operations—whether global or multidomestic?
C. Corporate Governance

1. Board of Directors

a. Who are the directors? Are they internal or external?

b. Do they own significant shares of stock?

c. Is the stock privately held or publicly traded? Are there different classes of stock with dif​ferent voting rights?

d. What do they contribute to the corporation in terms of knowledge, skills, background, and connections? If the corporation has international operations, do board members have international experience?

e. How long have they served on the board?

f. What is their level of involvement in strategic management? Do they merely rubber-stamp top management's proposals or do they actively participate and suggest future directions?

2. Top Management

a. What person or group constitutes top management?

b. What are top management's chief characteristics in terms of knowledge, skills, back​ground, and style? If the corporation has international operations, does top manage​ment have international experience? Are executives from acquired companies considered part of the top management team?

c. Has top management been responsible for the corporation's performance over the past few years? How many managers have been in their current position for less than three years? Were they internal promotions or external hires?

d. Has it established a systematic approach to strategic management?

e. What is its level of involvement in the strategic management process?

f. How well does top management interact with lower level managers and with the board of directors?

g. Are strategic decisions made ethically in a socially responsible manner?

h. What role do stock options play in executive compensation?

i. Is top management sufficiently skilled to cope with likely future challenges?

II. External Environment: 

A. Opportunities and Threats [These will generally come from what is learned in “Chapter 1: Industry Profile and Overview.” Summarize the ones that will most impact the focal company. Avoid simply cutting and pasting from the previous reference.]
1. Societal Environment [Briefly discuss opportunities and threats for the focal company arising from PEST] 
2. Task Environment [Briefly discuss opportunities and threats for the focal company arising from Porter’s Six Forces and industry KSFs.]
B. Summary of External Environment [Which of these forces and factors are the most important to the corporation and to the industries in which it competes at the present time? Which will be important in the future?]

III. Internal Environment:

A. Corporate Structure

1. How is the corporation structured at present?

a. Is the decision-making authority centralized around one group or decentralized to many units?

b. Is it organized on the basis of functions, projects, geography, or some combination thereof?
2. Organization chart diagram(s) [If adequate organization charts were already included in the “Key Competitors” section of Chapter 1, simply refer back to the diagram(s).]
a. Overall corporate organization chart showing key business units.

b. Other more specific organization charts as appropriate for telling the story.
3. Is the structure clearly understood by everyone in the corporation?

4. Is the present structure consistent with current corporate objectives, strategies, policies, and programs as well as with the firm's international operations?

5. In what ways does this structure compare with those of similar corporations?
a. Organization charts of key competitors if appropriate here. [If adequate organization charts were already included in the “Key Competitors” section of Chapter 1, simply refer back to the diagram(s).]
B. Corporate Culture

1. Is there a well-defined or emerging culture composed of shared beliefs, expectations, and values?

2. Is the culture consistent with the current objectives, strategies, policies, and programs?

3. What is the culture's position on important issues facing the corporation (that is, on productivity, quality of performance, adaptability to changing conditions, and interna​tionalization)?

C. Corporate Resources

1. Marketing

a. What are the corporation's current marketing objectives, strategies, policies, and pro​grams?

i. Are they clearly stated, or merely implied from performance and/or budgets?

ii. Are they consistent with the corporation's mission, objectives, strategies, policies, and with internal and external environments?

b. How well is the corporation performing in terms of analysis of market position and marketing mix (that is, product, price, place, and promotion) in both domestic and international markets? What percentage of sales comes from foreign operations? Where are current products in product life cycle?

i. What trends emerge from this analysis?

ii. What impact have these trends had on past performance and how will they prob​ably affect future performance?

iii. Does this analysis support the corporation's past and pending strategic decisions?

iv. Does marketing provide the company with a competitive advantage?

c. How well does this corporation’s marketing performance compare with that of simi​lar corporations?

d. Are marketing managers using accepted marketing concepts and techniques to eval​uate and improve product performance? (Consider product life cycle, market seg​mentation, market research, and product portfolios.)

e. Does marketing adjust to the conditions in each country in which it operates?

f. What is the role of the marketing manager in the strategic management process?

2. Finance

a. What are the corporation's current financial objectives, strategies, policies, and programs?

i. Are they clearly stated or merely implied from performance and/or budgets?

ii. Are they consistent with the corporation's mission, objectives, strategies, policies, and with internal and external environments?

b. How well is the corporation performing in terms of financial analysis? (Consider ratios, common size statements, and capitalization structure.) How balanced, in terms of cash flow, is the company's portfolio of products and businesses?

i. What trends emerge from this analysis?

ii. Are there any significant differences when statements are calculated in constant versus reported dollars?

iii. What impact have these trends had on past performance and how will they prob​ably affect future performance?

iv. Does this analysis support the corporation's past and pending strategic decisions?

v. Does finance provide the company with a competitive advantage?

c. How well does this corporation's financial performance compare with that of similar corporations?

d. Are financial managers using accepted financial concepts and techniques to evaluate and improve current corporate and divisional performance? (Consider financial leverage, capital budgeting, ratio analysis, and managing foreign currencies.)

e. Does finance adjust to the conditions in each country in which the company operates?

f. What is the role of the financial manager in the strategic management process?

3. Research and Development

a. What are the corporation's current R&D objectives, strategies, policies, and pro​grams?

b. Are they clearly stated, or merely implied from performance and/or budgets?

c. Are they consistent with the corporation's mission, objectives, strategies, policies, and with internal and external environments?

d. What is the role of technology in corporate performance?

e. Is the mix of basic, applied, and engineering research appropriate given the cor​porate mission and strategies?

f. Does R&D provide the company with a competitive advantage?

g. What return is the corporation receiving from its investment in R&D?

h. Is the corporation competent in technology transfer? Does it use concurrent engi​neering and cross-functional work teams in product and process design?

i. What role does technological discontinuity play in the company's products?

j. How well does the corporation's investment in R&D compare with the investments of similar corporations?

k. Does R&D adjust to the conditions in each country in which the company operates?

l. What is the role of the R&D manager in the strategic management process?

4. Operations and Logistics

a. What are the corporation's current manufacturing/service objectives, strategies, poli​cies, and programs?

b. Are they clearly stated, or merely implied from performance and/or budgets?

c. Are they consistent with the corporation's mission, objectives, strategies, policies, and with internal and external environments?

d. What is the type and extent of operations capabilities of the corporation? How much is done domestically versus internationally? Is the amount of outsourcing appropri​ate to be competitive? Is purchasing being handled appropriately?

e. If product-oriented, consider plant facilities, type of manufacturing system (con​tinuous mass production, intermittent job shop, or flexible manufacturing), age and type of equipment, degree and role of automation and/or robots, plant capac​ities and utilization, productivity ratings, availability and type of transportation.

f. If service- oriented, consider service facilities (hospital, theater, or school buildings), type of operations systems (continuous service over time to same clientele or intermittent service over time to varied clientele), age and type of supporting equipment, degree and role of automation and/or use of mass communication devices (diagnostic machinery, videotape machines), facility capacities and utilization rates, efficiency ratings of professional/service per​sonnel, availability and type of transportation to bring service staff and clien​tele together.

g. Are manufacturing or service facilities vulnerable to natural disasters, local or national strikes, reduction or limitation of resources from suppliers, substantial cost increases of materials, or nationalization by governments?

h. Is there an appropriate mix of people and machines in manufacturing firms, or of Support staff to professionals in service firms?

i. How well does the corporation perform relative to the competition? Is it balancing inventory costs (warehousing) with logistical costs (just-in-time)? Consider costs per unit of labor, material, and overhead; downtime; inventory control management and/or scheduling of service staff; production ratings; facility utilization percentages; and number of clients successfully treated by category (if service Firm) or percentage of orders shipped on time (if product firm).

j. What trends emerge from this analysis?

k. What impact have these trends had on past performance and how will they prob​ably affect future performance?

l. Does this analysis support the corporation's past and pending strategic decisions?

m. Does operations provide the company with a competitive advantage?

n. Are operations managers using appropriate concepts and techniques to evaluate and improve current performance? Consider cost systems, quality control and reliability systems, inventory control management, personnel scheduling, TQM, learning Curves, safety programs, and engineering programs that can improve efficiency of manufacturing or of service.

o. Do operations and logistics adjust to the conditions in each country in which it has facilities?

p. What is the role of the operations manager in the strategic management process?

5. Human Resources

a. What are the corporation's current HRM objectives, strategies, policies, and programs?

i. Are they clearly stated, or merely implied from performance and/or budgets?

ii. Are they consistent with the corporation's mission, objectives, strategies, policies, and with internal and external environments?

b. How well is the corporation's HRM performing in terms of improving the fit between the individual employee and the job? Consider turnover, grievances, strikes, layoffs, employee training, and quality of work life.

i. What trends emerge from this analysis?

ii. What impact have these trends had on past performance and how will they prob​ably affect future performance?

iii. Does this analysis support the corporation's past and pending strategic decisions?

iv. Does HRM provide the company with a competitive advantage?

v. Do the company's employees (skills, education, knowledge) provide the com​pany with a competitive advantage?

c. How does this corporation's HRM performance compare with that of similar corpo​rations?

d. Are HRM managers using appropriate concepts and techniques to evaluate and improve corporate performance? Consider the job analysis program, performance appraisal system, up-to-date job descriptions, training and development programs, attitude surveys, job design programs, quality of relationship with unions, and use of autonomous work teams.

e. How well is the company managing the diversity of its workforce? What is the com​pany's position and record on human rights?

f. Does HRM adjust to the conditions in each country in which the company operates? Does the company have a code of conduct for HRM in developing nations? Are employees receiving international assignments to prepare them for managerial positions?

g. What is the role of the HRM manager in the strategic management process?

6. Information Systems

a. What are the corporation's current IS objectives, strategies, policies, and programs?

i. Are they clearly stated, or merely implied from performance and/or budgets?

ii. Are they consistent with the corporation's mission, objectives, strategies, policies, and with internal and external environments?

b. How well is the corporation's IS performing in terms of providing a useful database, offering Internet access and Web sites, automating routine clerical operations, assist​ing managers in making routine decisions, and providing information necessary for strategic decisions?

i. What trends emerge from this analysis?

ii. What impact have these trends had on past performance and how will they prob​ably affect future performance?

iii. Does this analysis support the corporation's past and pending strategic decisions?

iv. Does IS provide the company with a competitive advantage?

c. How does this corporation's IS performance and stage of development compare with that of similar corporations? Is it appropriately using the Internet?

d. Are IS managers using appropriate concepts and techniques to evaluate and improve corporate performance? Do they know how to build and manage a complex database, establish Web sites with firewalls, conduct system analyses, and implement interac​tive decision-support systems?

e. Does the company have a global IS and Internet presence? Does it have difficulty with getting data across national boundaries?

f. What is the role of the IS manager in the strategic management process?

D. Analysis of Strategic Factors

Which of these factors are core competencies? Which are distinctive competencies? Which of these factors are the most important to the corporation and to the industries in which it competes at the present time? Which of these factors will be important in the future?

IV. Key Internal and External Strategic Factors (SWOT)

What are the most important internal and external factors (Strengths, Weaknesses, Opportunities, Threats) that strongly affect the corporation's present and future perfor​mance? List 8 to 10 strategic factors.

V. Review of Mission and Objectives

A. Are the current mission and objectives appropriate in light of the key strategic factors and problems?

B. Should the mission and objectives be changed? If so, how?

C. If changed, what will be the effects on the firm?

Chapter 3: Alternatives and Recommendations

I. Strategic Alternatives

A. Can the current or revised objectives be met by the simple, more careful implementing of those strategies presently in use (for example, fine-tuning the strategies)?

B. What are the major feasible alternative strategies available to this corporation? What are the pros and cons of each? Can corporate scenarios be developed and agreed upon? (Alternatives must fit societal environment, industry, and company for next 3-5 years.)

1. Consider cost leadership, differentiation and Focus as business strategies.

2. Consider stability, growth, and retrenchment as corporate strategies.

3. Consider any functional strategic alternatives that might be needed for reinforcement of an important corporate or business strategic alternative.

II. Recommended Strategy

A. Specify which of the strategic alternatives you are recommending, for: 
1. Corporate strategy. Choose from growth, stability and retrenchment and their sub-strategies.  
2. Busi​ness strategy. This may be different for different business units within the corporation.
3. Functional strategies. Similar functions in different business units may have different functional strategies.
B. Justify your recommendations in terms of their ability to resolve both long- and short-term problems and effectively deal with the strategic factors.

C. What policies should be developed or revised to guide effective implementation?

D. What is the impact of recommended strategy on the company's core and distinctive competencies?

III. Implementation

A. What kinds of programs (for example, restructuring the corporation, outsourcing functions, launching promotional campaigns, installing new systems and technology or instituting TQM, etc.) should be developed to implement the recommended strategy?

1. Who should develop these programs?

2. Who should be in charge of these programs?

B. Are the programs financially feasible? Can pro forma budgets be developed and agreed upon? Are priorities and timetables appropriate to individual programs?
C. Will new standard operating procedures need to be developed?
IV. Costs and Risks

A. What are some of the cost factors (things that will cost money)?

B. What are some of the risks/things that could go wrong?

V. Evaluation and Control

A. What are some of the key things that should be measured to ensure success? (This is often mostly internal data, but will for many companies include significant information regarding suppliers, customers, competitors, government and others.) 
1. What inputs? 
2. What behaviors or activities? 
3. What outputs? 

4. What other factors/information? 

B. Is the current information system capable of providing sufficient feedback on implementation activities and performance? Can it measure strategic factors?

1. Can performance results be pinpointed by area, unit, project, or function?

2. Is the information timely?

C. Are adequate control measures in place to ensure conformance with the recommended strategic plan?

1. Are appropriate standards and measures being used?

2. Are reward systems capable of recognizing and rewarding good performance?

3. Who takes corrective action when something is not working as planned?
Conclusion [This is a one-half to two page general summary of recommendations and the key analysis that supported arriving at them.]
Bibliography [Follow the Chicago Manual of Style.]
Appendices Useful appendices may include the following:

1. External Factor Analysis Summary (EFAS-See Wheelen Ch. 3, Table 3-4)
2. Internal Factor Analysis Summary (IFAS-See Wheelen Ch. 4, Table 4-2)

3. Strategic Factor Analysis Summary (SFAS-See Wheelen Ch. 5, Table 5-1)

4. Table of business ratios for the focal firm, and possibly competitors, for two or more years. This helps with year-on-year comparisons. (See Wheelen Ch. 14, Table 14-1 for standard ratios) 

5. Common size income statement (showing all line items as a percentage of sales, with sales being “100%”) for two or more years.
6. Copies of official company financial statements for the focal company and key competitors.

7. Industry Matrix with weighted KSFs and scores comparing key competitors (see Wheelen Ch. 3, Table 3-3).

8. Additional competitor comparison tables or charts.
9. Copies of general information about the company or industry that would be useful for reference.

10. Photographs, diagrams or other graphics that offer explanation but do not belong in the main body of the paper.

11. Anything else that might help tell the story but doesn’t belong in the main body of the paper.
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