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Abstract

Keywords. Sun Tzu, The Art of War, Situational Appraisal, Strategy |mplementation,
Strategic Control

Business managers are facing the dynamic environment nowadays, and encountering
more and more difficulties in decision-making. In order to formulate suitable strategies,
they must consider all aspects of dynamic environments and situations which they meet.
Sun Tzu's The Art of War is probably the oldest military book in Chinese and the principles
which Sun Tzu advocated are still valuable in many business operations. When business
managers can apply Sun Tzu's principlesinto consideration in strategic decision-making,
they will create more and more strategies and methods in solving the countless problems.

Thisinvestigation will be focused on the top 200 largest corporationsin Taiwan and
the purposes of this study are as follows: (1) To evaluate which principles of Sun Tzu's The
Art of War could be applied in the real business enterprises when business managers
formulate their competitive strategies, (2) To evaluate whether different kinds of firms
adopt different Sun Tzu’'s principles, (3) To investigate how the levels of adoptions on Sun
Tzu's principles of situation appraisal, strategy implementation, and strategic control
impact on afirm’s acquiring its key success factors and achieving its business
performances.

Results of this study are as follows.

1. Sun Tzu's principles of war can be used in strategic management and business
operations. It has been shown that there are significant interrelationships between Sun
Tzu's principles of situation appraisal, strategy implementation, and strategic control.

2. If firms' adoptions of Sun Tzu's principles of situation appraisal, strategy
implementation and strategic control are higher, it will be easier for them to acquire their
key success factors, and their business performances will be great.

3. Firmin high-tech industries most adopt Sun Tzu’s principles of situation appraisal,
strategy implementation, and strategic control in business operation, and they easily
acquire their key success factors. Therefore, their business performances are usually
better.

4. The higher firms adopt Sun Tzu’ principles of internal environment appraisal in situation
appraisal, adaptability in strategy implementation, security in strategic control, the easer
do they get the marketing ability astheir key successfactors. Also their business
performances will be better.
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Chapter

I ntroduction

1.1 Research Background

Business managers are facing the dynamic environments nowadays, and
encountering more and more difficultiesin decision-making. In order to formulate
suitable strategies, they must consider all aspects of dynamic environments and situations
which they meet. Generally speaking, there are two approaches to make competitive
decision-making thescienceand theart. It seemseasier to apply the scientific thought
in strategic decision-making. But the research literature tends to indicate that to make the
strategies more effectively, to apply the art of thought may be essential. Sun Tzu's The
Art of War is probably the oldest military book in Chinese and the principles which Sun
Tzu advocated are still valuable in many business operations nowadays. When business
managers can take the principles of The Art of War into consideration in strategic
decision-making, they will create more and more strategies and methods in solving the
countless problems.

The Chinese saying “the marketplace is a battlefield” (Tung, 1994) reflectsthat it is
really hard for business managers to operate their corporatesin the marketplaces. Sun
Tzu advocated that when countries prepare to involve in the war, they must consider |ots of
things, such as the weapons, the armies, the terrain, the logistic supports, and soon. In
the business world, we must also check lots of factorsin competition, such as the culture,
the stakeholders, the resource owned, the policies, and so on. It iswell known that Sun
Tzu's principles of war have great influencesin today’s military thought, although it was

written around 2,500 yearsago.  The wide acceptance of Sun Tzu's thought can be noted



by hisbook The Art of War, which has translated into many languages and many military
schoolstakeit as the “must read” book around the world (Wee, Lee and Hidgjat, 1991).
Many scholars have advocated that Sun Tzu's principles can also be applied to business
practices (Wee et a., 1991; Ames, 1993; Chen, 1994; Wong, Maher and L ee, 1998).
Therefore, it is believed that Sun Tzu's The Art of War is valuable for business
management especially for firms competing in the serious marketplaces (Wee, 1994).

Asthe Mainland China has aggressively open its marketplaces to the world, the
thought of ancient Chinese scholars may be viewed as valuable when firms intend to enter
the Chinese markets and to take a good position. Among the thought of ancient Chinese
philosophers such as Confucius, Lao Tzu, Mencius, Sun Tzu’s thought seems to be more
appropriate in strategic decision-making. The famous maxim “To subdue the enemy’s
army without fighting at all” strengthens the core of Sun Tzu's strategic thinking. It
emphasi zes that we must always get the relative competitive positions and the enemies will
be defeated even without waging war at all.

Although we know that it is useful to adopt Sun Tzu's principles in competing, what
we are interested in iswhich Sun Tzu's principles are exactly implemented in the true
world. “Dothefirmsreally get the key success factors just because they follow Sun
Tzu's principles?’ is aso the focus of thisstudy. Therefore, thisresearch isto collect the
principles extracted from The Art of War and to make it more distinct.

To evaluate these issues, we have to critically review the existing literature and verify
whether Sun Tzu's principles of war really help afirm to acquire its key success factors
and to achieve expected performance. Among others, Wee et al. had proposed a strategic
management model, called Sun Tzu'sArt of War model to examine in a systematic way to
understand which business practices are capable of being described and understood in the

language of war.



According to Wee et al., some principles of Sun Tzu's are found more relevant to
management.  First, before fighting, one must make detailed planning. Nowadays, there
are lots of planning tools, but SWOT (strengths, weaknesses, opportunities, and threats)
approach is usually conducted by business managers before constructing their corporate
strategies. The essential of SWOT analysisis to determine the firm’s strengths and
weaknesses relative to those of its competitors and to find out possible opportunities and
threats of the environment which a firm may encounter in the competition. The purpose
of SWOT analysisisto make the firm get more power to compete with others. At the
first of the classic, Sun Tzu emphasized that:

War isavital matter of state. Itisthefield on which life or deathis

determined and the road that leads to either survival or ruin, and must be
examined with the greatest care”.

Thus we must measure the differences between the competitors and us:

Therefore, to gauge the outcome of war we must appraise the situation on
the basis of the following five criteria, and compare the two sides by
assessing their relative strengths.  Thefirst of the five criteriais the way
(tao), the second is climate, the third is terrain, the fourth is command, and
the fifth is regulation.

Hence, if we can gauge carefully, we can make the victory complete:

Know the other, know yourself, and the victory will not be at risk; Know
the ground, know the natural conditions, and the victory can be total.

Second, when we have made the corporate strategy, we must make it work. As Sun
Tzu's opinions, we would prefer that fighting be avoided. If the campaign is unavoidable,
it isimportant that one should make sure to get one’sinvulnerability. Therefore, if we
want to get the best performance of the combat mission, we must follow the principles
such as swiftness, adaptability, deceptiveness, and so on.  In the implementation of

strategy, Sun Tzu commented that:

* All the sentences of Sun Tzu's The Art of War in this study are abstracted from Roger Ames (1993).



For this reason, the victorious army only enters battle after having first
won the victory, while the defeated army only seeks victory after having
first entered the fray.

Speed in execution will make the enemies having no time to prepare his defenses
against one's attacking:

War is such that the supreme consideration isspeed. Thisisto take
advantage of what is beyond the reach of the enemy, to go by way of
routes where he least expects you, and to attack where he has made no
preparations.

Through the deception, we may get the strategic advantages:

The place we have chosen to give the enemy battle must be kept from him.
If he cannot anticipate us, the positions the enemy must prepare to defend
will bemany. And if the positions he must prepare to defend are many,
then any unit we engage in battle will be few in number.

Third, when the strategy is made and implemented, there will be many changes. No
matter in war or in business competition, we all face the dynamic environments and the
extent of changeswill belarge. Thus, we sometimes have to correct the strategy to fit
into the situation.  If we want to react to the changing situations, we must make great
control. By seeking, collecting, and analyzing the information from the enemies, inside
of our firm and the environments, we can make the qualities of decision-making best. In
the strategic control, Sun Tzu mentioned that:

Unless you know the intentions of the rulers of the neighboring states, you
cannot enter into preparatory alliances with them; unless you know the lay

of theland (hsing) its mountains and forests, its passes and natural
hazards, its wetlands and swamps  you cannot deploy the army onit.

Thus the reason the farsighted ruler and his superior commander conquer
the enemy at every move, and achieve successes far beyond the reach of
the common crowd, is foreknowledge.

From what has been said, we would know that the principles of Sun Tzu's The Art of
War could be applied in today’s business operation. What Sun Tzu advocated in the
conditions of war could also be essential in acquiring competitive advantages in business

competition. Wee et al. (1991) had made a comprehensive evaluation on the consensus



between the principles of war and the principles of business operation. It is suggested by
Wee et al. (1991) that Sun Tzu’'s principles of war could be divided into the following
categories

(1) Situation appraisal

(2) Formulation of goals and strategies

(3) Evaluation of strategies

(4) Implementation of strategies

(5) Strategic controls

Although Wee et al. have proposed a conceptual framework to identify the Sun Tzu's
principles of war applying in nowadays business operation, their work still in lack of the
following components: First, Sun Tzu's principles of war have been conceptualized
without further empirical validation. The conceptua constructs asillustrated by Wee et al.
should be further operationalized. Second, upon explaining the concepts and principles of
Sun Tzu, Wee et al. only use specific case studies and case examples, more large scale
statistical validations are absent.  Third, as the conceptual “war mode” has elaborated
many examples to explain how the principles of war could be in consistent to the principles
of business operations, the model did not illustrate whether the adoptions of Sun Tzu's
principles of war could result in acquiring afirm key success factors (KSFs), and

eventually achieving business performances.



1.2 Research Objectives
Based on the above research motivation and background, the research objectives of

this study are asfollows:
(1) To evaluate which principles of Sun Tzu's The Art of War could be applied in the real
business enterprises when business managers formul ate their competitive strategies.
(2) To evaluate whether different kinds of firms adopt different Sun Tzu's principles.
(3) To investigate how the levels of adoption on the Sun Tzu's principles of situation
appraisal, strategy implementation, and strategic control impact on a firm’s acquiring
its key success factors and achieving its business performances.

Specifically the basic concepts of this study are shown in Figure 1-1.
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Strategy
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Business
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Different Firms
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Figure1-1 The Conceptual Framework of this Study



1.3 The Research Project

At firgt, the relevant literatures will be collected and reviewed for understanding the
relevance between Sun Tzu's The Art of War, strategic management, key success factors,
and business performances. By interviewing the managers of different firmsin Taiwan,
we could understand their opinions about correlations between the principles of The Art of
War, strategy management, key success factors, and business performances. Thiswill be
taken into consideration when designing the questionnaire.  Then, the conceptual
framework, the scope, and hypothesizes of this study will be made up. The survey of this
study will be conducted in Taiwan.  After collecting the response questionnaires, they will
be analyzed by the following techniques:

(1) Descriptive statistic analysis

(2) Reliability test

(3) Multivariate Analysis of variance (MANOVA)

(4) Canonical anaysis

(5) Multiple Regression

(6) Structural equation modeling: LISREL analysis

A detailed description of research methods and data analysisis shown in Chapter

To sum up, the flow chart of this research project is shown in Figure 1-2.
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1.4 The Structure of this Sudy

This study contains five chapters, and the summary for each is as follows:

Chapter  outlines the research motives, purposes, and the structure of this study.
Major variables are explored and a conceptual framework ispresented. The research
project is aso discussed.

Chapter  introduces the Sun Tzu’s The Art of War and reviews the previous
literatures relevant to thisstudy. This chapter is organized around five major constructs
of interest: Sun Tzu's principles of situation appraisal, strategy implementation, and
strategic control, key success factor, and business performances. Key variables and their
respective relationships are identified.  Finally, the hypothesized relationships are
proposed to integrate the results of previous studies.

Chapter  presents the construct measure and research design for thisstudy. A
research model that suggests the general relationships between Sun Tzu's principles of
situation appraisal, strategy implementation, and strategic control, key success factors, and
business performances are identified. Meanwhile, the research design, including the
sampling plan, data collection procedures, and data analysis techniques are discussed.

Chapter  presents the empirical results of thisstudy. It includes the comparisons
of the characteristics of different firms and industries; the interrel ationships among the
adoptions of Sun Tuz's principles of situation appraisal, strategy implementation, and
strategic control, key success factors, and business performances. These discussions and
comparisons lead to the conclusions of this study in the following chapter.

Chapter  isasummary of the significant findings and conclusions of this study.

Suggestions and practical implications of the results are presented for future research.






Chapter

Literature Review

In this chapter, there will be a brief introduction of Sun Tzu and The Art of War.
Then, it will discuss the association between Sun Tzu's The Art of War and strategic
management. It will also introduce the importance of key success factor of firms. Inthe

final, the hypothesized relationships will be proposed.

2.1 Definition of Research Variable
2.1.1 Introduction of Sun Tzu and The Art of War

Sun Tzu (named Sun Wu) was born in the state of Ch'’i at the end of the Chinese
Spring and Autumn period (551-479 B.C.). Heisas contemporary as Confucius and Lao
Tzu. When he came to Wu country, Wu Zi-Xu recommended him to the King Ho-lu of
Wu (512 B.C.). When Sun Tzu interviewed with King Ho-lu, he introduced his thirteen
chapters of The Art of War to the King.  After reading it, the King put Sun Tzu to
demonstrate the military skills by conducting a drill using the women of hiscourt. After
the test, Ho-lu knew Sun Tzu's ability at military affairs, and made him as his Commander.
As Sun Tzu being a Commander, he leaded the troop of Wu to occupy the state of Ch'u
and to intimidate Ch’i and Chih to the north and rose to prominence among the various
states. Itissaid that Sun Tzu was not only a military tactician, but also capable of
strategy-making.

Although the details of Sun Tzu'slife are nearly lost, the Sun Tzu'swork  The Art of
War is still the fundamental one in the classical military literature.  Sun Tzu's The Art of
War isthe oldest military classic in Chinese literature. Outside China, it seemsto be one

of the most revered and well known military texts. The first western translation appeared
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in French and was published in Parisaround 1772.  Until 1905, the first English
trandation appeared. The Thirteen chapters of The Art of War are: On Assessments, On
Waging Battle, Planning the Attack, Strategic Positions (Hsing), Strategic Advantage
(Shih), Weak Points and Strong Points, Armed Contest, Adapting to the Nine
Contingencies (Pien), Deploying the Army, The Terrain, The Nine Kinds of Terrain,
Incendiary Attack, Using Spies (Ames, 1993). The book amounts to approximately 6,000
characters.

Although it was completed about 2,500 years ago, the book remains a compulsory
text in magjor military schools around the world, and its influence on today’s military
thinking isundisputed. During the Gulf War in 1991, every American solider got
manuscript of Sun Tzu's The Art of War, and many people said that the victory of the
campaign was due to the influence of Sun Tzu's military thinking (Wee, 1994). As Sun
Tzu's saying “ The highest excellence is to subdue the enemy’s army without fighting at
all,” and “ The best military policy isto attack strategies; the next to attack alliances; the
next to attack soldiers; and the worst to assault walled cities,” we would know that the goal

of war is“peace’. |If we get victory not even through fighting, it isthe real victory.

2.1.2 TheThirteen Chaptersof TheArt of War
The purposes of each chapter in Sun Tzu's The Art of War and some key sentences
extracted from the thirteen chapters are as follows:
1. On Assessments
Before setting up the war, we must estimate the situationsfirst.  The strategy
will lead to the victory or failure of the warfare. Hence, making the thorough
strategy is the essential of success. The five criteria and seven appraisals will

provide the primary principlesto the warfare plans. In thefirst chapter, it also
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provides more than ten principles of taking tricks on the enemies.

Sun Tzu said: War isavital matter of state. It isthefield on which
life or death is determined and the road that |eads to either survival
or ruin, and must be examined with the greatest care.

Therefore, to gauge the outcome of war we must appraise the
situation on the basis of the following five criteria, and compare the
two sides by assessing their relative strengths.

The way (tao) is what brings the thinking of the people in line with
their superiors. Hence, you can send them to their deaths or let
them live, and they will have no misgivings one way or the other.

Climateis light and shadow, heat and cold, and the rotation of the
Seasons.

Terrain refersto the fall of the land, proximate distances, difficulty
of passage, the degree of openness, and the viability of the land for
deploying troops.

Command is amatter of wisdom, integrity, humanity, courage, and
discipline.

And regulation entails organizational effectiveness, a chain of
command, and a structure for logistical support.

Therefore, to gauge the outcome of war we must compare the two
sides by assessing their relative strengths. Thisisto ask the
following gquestions:

Which ruler has the way (tao)?

Which commander has the greater ability?

Which side has the advantages of climate and terrain?

Which army follows regulations and obeys orders more strictly?
Which army has superior strength?

Whose officers and men are better trained?

Which side is more strict and impartial in meting out rewards and
punishments?”’

Having heard what can be gained from my assessment, shape a
strategic advantage (shih) from them to strengthen our position.
By “strategic advantage” | mean making the most of favorable
conditions (yin) and tilting the scalesin our favor.

Warfareisthe art (tao) of deceit. Therefore, when able, seem to be
unable; when far away, seem near.  If the enemy seeks some
advantage, entice him with it.  If heisin disorder, attack him and
take him. If heisformidable, prepare against him. If heis string,
evade him. If heisincensed, provoke him. If heishumble,
encourage hisarrogance. If heisrested, wear himdown. If heis

13



internally harmonious, sow divisivenessin hisranks. Attack where
never occur to him youwould go. These are the military
strategist’s calculations for victory  they cannot be settled in
advance.

The side that scores many points will win; the side that scores few
points will not win, let alone the side that scores no points at all.

2. On Waging Battle
In this chapter, it addresses that military operations should aim at speed
victory and not prolonged campaign. A wise commander should get provisionsin
the enemy state, and treat the captives well and arrange them in the right positions.
Finally, it implies the importance of generals or commanders.

Only when you have in hand one thousand pieces of gold for each
day can the hundred thousand troops be mobilized.

Injoining battle, seek the quick victory. If battleis protracted,
your weapons will be blunted and your troops demoralized. If you
lay siegeto awalled city, you exhaust your strength.

Thusinwar, | have heard tell of afoolish haste, but | have yet to see
acase of cleverly dragging on the hostilities. There has never been
s state that has benefited from an extended war.

The expert in using the military does not conscript soldiers more
than once or transport his provisions repeatedly from home. He
carries his military equipment with him, and commandeers (yin) his
provisions from the enemy. Thus he has what he needs to feed his
army.

Thisis called increasing our own strength in the process of defeating
the army.

Hence, in war prize the quick victory, not the protracted
engagement.

3. Planning the Attack
It advocates that winning a victory and subduing the enemy without fighting is
the most important principle of war. It is better to adopt means of diplomacy in
military operations than to destroy or storm cities and seize territory. It aso
emphasi zes the independence of commander’s authority and stresses to know the

enemy and oneself.
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So to win a hundred victoriesin a hundred battles is not the highest
excellence; the highest excellence is to subdue the enemy’s army
without fighting at all.

Therefore, the best military policy isto attack strategies; the next to
attack alliances; the next to attack soldiers; and the worst to assault
walled cities.

He must use the principle of keeping himself intact to competein
theworld. Thus, his weapons will not be blunted and he can keep
hisedgeintact. Thisthen isthe art of planning the attack.

There are three ways in which the ruler can bring grief to hisarmy:

To order an advance, not realizing the army isin no position to do so,
or to order aretreat, not realizing the army isin no position to
withdraw thisiscalled “hobbling the army”.

To interfere in the administration of the army while being ignorant
of itsinternal affairs will confuse officers and soldiers alike.

To interfere in military assignments while being ignorant of
exigencies will lose him the confidence of his men.

Therefore there are five factors in anticipating which side will win:

The side that knows when to fight and when not to will take the
victory.

The side that understands how to deal with numerical superiority
and inferiority in the deployment of troops will take the victory.

The side that has superiors and subordinates united in purpose will
take the victory.

The side that fields afully prepared army against one that is not will
take the victory.

The side on which the commander is able and the ruler dose not
interfere will take the victory.

4. Srategic Positions (Hsing)

In warfare, one must make his armiesinvincible. In order to make it real,
one should understand the principles of war and adopt the correct policies. One
should keep the secret of movement and soon defeat the enemies with whole the
army’s power when discovering the weak points of them.

Of old the expert in battle would first make himself invincible and
then wait for the enemy to expose his vulnerability. Invincibility
depends on oneself; vulnerability lies with the enemy.

The expert at defense conceals himself in the deepest recesses of the

15



earth; the expert on the attack strikes form out of the highest reaches
of the heavens. Thus heis ableto both protect himself and to take
the complete victory.

Therefore, the expert in battle takes his stand on ground that is
unassailable, and does not miss his chance to defeat the enemy.
For this reason, the victorious army only enters battle after having
first won the victory, while the defeated army only seeks victory
after having first entered the fray.

The expert in using the military builds upon the way (tao) and holds
fast to military regulations, and thusis able to be the arbiter of
victory and defeat.

It isamatter of strategic positioning (hsing) that the army that has
thisweight of victory on its side, in launching its men into battle,
can be likened to the cascading of pent-up waters thundering
through a steep gorge.

5. Srategic Advantage (Shih)
It is suggested that flexibly adopt the normal way (cheng) and special tactics
(ch'i) in war will lead to the final victory. The commanders must take actions

swiftly and take the strong momentum in the war.

Sun Tzu said: in general, it is organization that makes managing
many soldiers the same as fighting with afew. It iscommunication
with flags and pennants that makes fighting with many soldiers the
same asfighting with afew. Itis“surprise” (ch’'i) and
“straightforward” (cheng) operations that enable one's army top
withstand the full assault of the enemy force and remain undefeated.
It isthe distinction between “weak points’ and “strong points’ that
makes one’s army falling upon the enemy a whetstone being hurled

at eggs.

Generally in battle use the “ straightforward” to engage the enemy
and the “surprise” to win the victory.

So it iswith the expert at battle that his strategic advantage (shih) is
channeled and histiming is precise.

The line between disorder and order liesin logistics (shu); between
cowardice and courage, in strategic advantage (shih); and between
weakness and strength, in strategic positioning (hsing).

The expert at battle seeks his victory from strategic advantage (shih)
and does not demand it from hismen. He isthus able to select the
right men and exploit the strategic advantage (shih).

6. Weak Pointsand Strong Points

One must take the proactive position during thewar. One aso has to avoid
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the enemy’s strong points and attack the enemy’sweak pointsin fighting. 1f one
can vary his strategy according to different situations of the army, then he will get
the ultimate victory. Therefore, one should make himself flexible and changeable.

Thus the expert in battle moves the enemy, and is not moved by
him.

If we are able to use many to strike few, anyone we take the battle to
will be in desperate circumstances.

The place we have chosen to give the enemy battle must be kept
from him. If he cannot anticipate us, the positions the enemy must
prepare to defend will be many. And if the positions he must
prepare to defend are many, then any unit we engage in battle will
be few in number.

Oneisweak because he makes preparations against others; he has
strength because he makes others prepare against him.

Thus if one can anticipate the place and the day of battle, he can
march athousand li to join the battle. But if one cannot anticipate
either the place or the day of battle, hisleft flank cannot even rescue
hisright, or hisright hisleft; or hisright hisleft; his front cannot
even rescue hisrear, or hisrear hisfront. How much moreisthis
so when your reinforcements are separated by at least afew li, or
even tens of lis.

So on the path to victory avoid the enemy’s strong points and strike
where his weak.

An army varies its method of gaining victory according to (yin) the
enemy.

Thus an army dose not have fixed strategic advantages (shih) or an
invariable position (hsing). To be able to take the victory be
varying one’s position according to (yin) the enemy’sis called being
inscrutable (shen).

7. Armed Contest
In warfare, each army will fight for military advantage and victory. It points
out that the maneuver of the army is the key factor to victory. Such as“to turn the
long and tortuous route into the direct” is one significant principle of maneuver.
Besides, “manage moral”, “manage heart-and-mind”, “manage strength”, “manage
changing conditions’, and the eight methods of employing troops should not be

neglected.
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What is difficult in the armed contest is to turn the long and tortuous
route into the direct, and to turn adversity into advantage.

If you mohilize your entire force to contend for some advantage,
you arrive too late; if you abandon your base camp to contend for
advantage, your equipment and stores will be lost.

For thisreason, if an army is without its equipment and stores, it
will perish; if it iswithout provisions, it will perish; if it iswithout
its material support, it will perish.

Therefore, unless you know the intentions of the rulers of the
neighboring states, you cannot enter into preparatory alliances with
them; unless you know the lay of theland its mountains and
forests, its passes and natural hazards, its wetlands and swamps

you cannot deploy the army on it; unless you can employ local
scouts, you cannot turn the terrain to your advantage.

Therefore, in warfare rely on deceptive maneuvers to establish your
ground, calculate advantages in deciding your movements, and
divide up and consolidate your forces to make your strategic
changes.

Thus, advancing at a pace, such an army islike the wind; slow and
majestic, it islike aforest; invading and plundering, it islike fire;
sedentary, it islike amountain; unpredictable, it is like a shadow;
moving, it islike lightning and thunder.

In plundering the countryside, divide up your numbers; in extending
your territory, divide up and hold the strategic positions; weigh the
pros and cons before moving into action.

He who first understands the tactic of converting the tortuous and
the direct will take thevictory. Thisisthe art of armed contest.

Thus the expert in using the military avoids the enemy when his
moralsis high, and strikes when his moral e has flagged and has
drained away. Thisisthe way to manage morale.

Use your proper order to await the enemy’s disorder; use your
calmness to await hisclamor. Thisisthe way to manage the
heart-and-mind.

Use your closeness to the battlefield to await the far-off enemy; use
your well-rested troops to await his fatigued; use your well-fed troop
sto await hishungry. Thisisthe way to manage strength.

Do not intercept an enemy that is perfectly uniformin its array of
banners; do not launch the attack on an enemy that is full and
disciplined in itsformations. Thisisthe way to manage changing
conditions.

Therefore, the art of using troopsisthis:

Do not attack an enemy who has the high ground; do not go against
an enemy that has his back to a hill; do not follow an enemy that
feigns retreat; do not attack the enemy’s finest; do not swallow the
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enemy’s bait; do not obstruct an enemy returning home; in
surrounding the enemy, leave him away out; do not press and
enemy that is cornered. Thisisthe art of using troops.

8. Adapting to the Nine Contingencies (Pien)

The figure “nine” here means plenty. Hence, “the nine contingencies’ means
many kinds of varieties. Both favorable and unfavorable factors are related to the
war. Inthischapter, it points out that the commanders must become flexible
according to the favorable and unfavorable factors.  Also the commanders must be
on preparation to fight with the enemies and make themselvesinvincible. At last,
it reminds the generals to examine the five fatal weaknesses.

The art of using troops is this: When the commander receives his
orders from the ruler, assembles his armies, and mabilizes the
population for war, He should not make camp on difficult terrain; he
should join with his alies on strategically vital intersections; he
should not linger on cutoff terrain; he should have contingency plans
on terrain vulnerable to ambush; and he should take the fight to the
enemy on terrain from which there isno way out. There are
roadways not to be traveled, armies not to be attacked, walled cities
not to be assaulted, territory not to be contested, and commands
from the ruler not to be obeyed.

Thus, acommander fully conversant with the advantages to be
gained in adapting to these nine contingencies will know how to
employ troops.

For this reason, the deliberations of the wise commander are sure to
assess jointly both advantages and disadvantages.

For this reason, to subjugate neighboring states, use the threat of
injury; to keep them in service, drive them on; to lure them out, use
the prospect of gain.

Do not depend on the enemy not coming; depend rather on being
ready for him. Do not depend on the enemy not attacking; depend
rather on having a position that cannot be attacked.

There are fivetraits that are dangerous in acommander. If hehasa
reckless disregard for life, he can bekilled; if he is determined to
live at al costs, he can be captured; if he has a volatile temper, he
can be provoked; if heisaman of uncompromising honor, heis
open to insult; if he loves his people, he can be easily troubled and
upset.
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9. Deploying the Army
The two outlinesin this chapter are “positioning your armies’ and “assessing
theenemy”. “Positioning your armies’ means that the commanders must deploy
troops according to different terrains; “ ng the enemy” means that to
determine the enemy’s situation by observing the appeared symptoms.

In positioning your armies and assessing the enemy:

Pass through the mountains keeping to the valleys; pitch camp on
high ground facing the sunny side; and joining battle in the hills, do
not ascend to engage the enemy.  Thisis positioning an army when
in the mountains.

Crossing water, you must move to distance yourself fromit. When
the invading army crosses water in his advance, do hot meet himin
thewater. Itisto your advantage to let him get halfway across and
then attack him.  Wanting to join the enemy in battle, do not meet
hisinvading force near water. Take up a position on high ground
facing the sunny side that is not downstream from the enemy.  This
is positioning an army when near water.

Crossing salt marshes, ssimply get through them in all haste and
without delay.  Of you engage the enemy’s force on the salt
marshes, you must take your position near grass and water and with
your back to thewoods. Thisis positioning an army when on salt
marshes.

On the flatlands, position yourself on open ground, with your right
flank backing on high ground, and with dangerous ground in front
and safe ground behind.  Thisis positioning an army when on
flatlands.

Inwar it is not numbers that give the advantage. |f you do not
advance recklessly, and are able to consolidate your own strength,
get aclear picture of the enemy’s situation, and secure the full
support of your men, it is enough.

Therefore, bring them together by treating them humanely and keep
them in line with strict military discipline.

The consistent enforcement of commands promotes a
complementary relationship between the commander and his men.

10. The Terrain
In this chapter, the terrains are classified. It emphasize that the commander

must adopt suitable strategies to defect the enemy according to different terrains.
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Then it points out the six situations which cause the defeat of anarmy. The
responsibility of the commanders is to escape the six situations from happening.
Finally, if one knows the enemy, oneself, weather and terrains well, he will make his

victory complete.

Kinds of terrain include the accessible, that which entangles, that
which leads to a stand-off, the narrow pass, the precipitous defile
and the distant.

These are the six guidelines (tao) governing the use of terrain.
They are the commander’s utmost responsibility, and must be
thoroughly investigated.

In warfare thereis flight, insubordination, deterioration, ruin, chaos,
androut. These six situations are not natural catastrophes but the
fault of the commander.

These are six ways (tao) to certain defeat. They arethe
commander’s utmost responsibility, and must be thoroughly
investigated.

Strategic position (hsing) isan aly in battle. To assess the enemy’s
situation and creat conditions that lead to victory, to analyze natural
hazards and proximate distances thisisthe way (tao) of the
superior commander.

Thus, if the way (tao) of battle guarantees you victory, it isright for
you to insist on fighting even if the ruler has said not to; where the
way (tao)of battle does not allow victory, it isright for you to refuse
to fight even if the ruler has said you must.

Hence a commander who advances without any thought of winning
personal fame and withdraws in spite of certain punishment, whose
only concern is to protect his people and promote the interests of
thisruler, isthe nation’s treasure.

Because he fusses over his men asif they were infants, they will
accompany him into the deepest valleys; because he fusses over his
men asif they were his own beloved sons, they will die by his side.
If heis generous with them and yet they do not do as he tells them,
if he loves them and yet they do not obey his commands, if theis so
undisciplined with them that he cannot bring them into proper order,
they will be like spoiled children who can be put to no good use at
all.

Know the other, know yourself, and the victory will not be at risk;
know the ground, know the natural conditions, and the victory can
betotal.
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11. TheNineKindsof Terrain
One must investigate the various grounds in war, especially the groundsin the
enemy’s state. It also mentions that the commanders must pay attention to the
political and economic factors and the army’s mental and physical situations.
“Only if you throw them into life-and-death situations will they survive’ can be
regarded as the focus of this chapter.

In the art of employing troops, the kinds of terrain include scattering
terrain, marginal terrain, contested terrain, intermediate terrain, the
strategically vital intersection, critical terrain, difficult terrain,
terrain vulnerable to ambush, and terrain from which there is no way
out.

This being the case, do not fight on scattering terrain; do not stay on
marginal terrain; do no attack the enemy on contested terrain; do not
get cut off on intermediate terrain; form alliances with the
neighboring states at strategically vital intersections; plunder the
enemy’s resources on critical terrain; press ahead on difficult terrain ;
devise contingency plans on terrain vulnerable to ambush; and on
terrain from which there is no way out, take the battle to the enemy.

The general methods of operation (tao) for an invading army are:

The deeper you penetrate into enemy territory, the greater the
cohesion of your troops, and the less likely the host army will
prevail over you.

Plunder the enemy’s most fertile fields, and your army will have
ample provisions.

Attend to the nourishment of your troops and do not let them get
worn down; lift their morale and build up their strength.

Deploy your troops and plan out you r strategies in such away that
the enemy cannot fathom your movements.

Throw your troops into situations from which there is no way out,
and they will choose death over desertion. Once they are ready to
die, how could you get less than maximum exertion from your
offices and men?

Even where your troops are in the most desperate straits, they will
have no fear, and with nowhere else to turn, they will stand firm.
Having penetrated deep into enemy territory, they are linked
together, and if need be, they will fight.

Asfor the urgent business of the commander:

Heis calm and remote, correct and disciplined. Heisableto
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blinker the ears and eyes of his officers and men, and to keep people
ignorant.

He assembles the rank and file of his armies, and throws them into
danger. Thisthenisthe urgent business of the commander.

The measures needed to cope with the nine kinds of terrain, the
advantages that can be gained by flexibility in maneuvering the
army, and the basic patterns of the human character must all be
thoroughly investigated.

Unless you know the intentions of the rulers of the neighboring
states, you cannot enter into preparatory aliances with them; unless
you know thelay of theland (hsing) its mountains and forests, its
passes and natural hazards, its wetlands and swamps  you cannot

deploy the army on it; unless you can employ scouts, you cannot
turn the terrain to your advantage.

12. Incendiary Attack
In this chapter, Sun Tzu demonstrated how to attack the enemy by fire. The
fire attack is the subsidiary means when attacking the enemy.  Although the means
isruthless, it may be the useful way to submit the enemy in the shortest time. This

chapter also mentions the primary thought of war to keep the state in peace and
security and the army intact.

There are five kinds of incendiary attack: Thefirst is called setting
fire to personnel: the second, to stores; the third, to transport
vehicles and equipment; the fourth, to munitions; the fifth, to supply
installations.

With the incendiary attack, you must vary your response to the
enemy according to (yin) the different changesin his situation
induced by each of the five kinds of attack.

Thusitissaid:

The farsighted ruler thinks the situation thorough carefully;
The good commander exploitsit fully.

If there is no advantage, do not move into action;

If thereis no gain, do not deploy the troops,

If it isnot critical, do not send them into battle.

A ruler cannot mobilize his armiesin arage; acommander cannot
incite a battle in the feat of the moment. Moveif itisto your
advantage; bide your timeif it is not.
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13. Using Spies
In the last chapter, Sun Tzu addressed that it is exactly important to acquire the
information through espionage. There are five kinds of spies, “local spies’, “inside
agents’, “double agents’, “expendable spies’, and “ unexpendable spies’, and the
most intelligent people should be employed asthe spies.  Sun Tzu also emphasized
that it is important to obtain the fore-knowledge which must be obtained from the
people who clearly know the enemy’s situations rather than from ghosts and spirits.

Thus the reason the farsighted ruler and his superior commander
conguer the enemy at every move, and achieve successes far beyond
the reach of the common crowd, is foreknowledge.

There are five kinds of spies that can be employed: local (yin) spies,
inside agents, double agents, expendable spies, and unexpendable
spies.

Local spies are the enemy’s own countrymen in our employ.  Inside
agents are enemy officials we employ. Double agents are enemy
spieswho report to our side.  Expendabl e spies are our own agents
who obtain false information we have deliberately leaked to them,
and who then pass it on to the enemy spies.

Thus, of those close to the army command, no one should have more
direct access than spies, no one should be more liberally rewarded
than spies, and on matters should be held in greater secrecy than
those concerning spies.

So delicate! So secretive! There is nowhere that you cannot put spies
to good use. Where a matter of espionage has been divulged
prematurely, both the spy and all those he told should be put to
death.

Thus only those farsighted rulers and their superior commanders

who can get the most intelligent people as their spies are destined to

accomplish great things. Intelligenceis of the essence in warfare
it iswhat the armies depend upon in their every move.

2.1.3 Strategic Management and The Art of War
Nowadays, the world has become more dynamic and fast-moving, therefore firms
want to operate well must understand how to acquire the relative advantages. Inthis

intense situation, managers have to evaluate the resources which they have and integrate
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them throughout the organization. For the sake of competing with other, managers must
make the whole members in the firms to “do things right” (efficiency) and “do right
things’ (effectiveness). Then, managers should propose, design and formulate the
strategies to fulfill the intended purposes. Managers who want the strategy to work well
should pay more efforts on strategic management.

The strategic management is a process that combines the interrelated activities
strategic analysis, strategy formulation, strategy implementation, and control (Hill and
Jones, 2001). Through strategic analysis, managers will know the goals of their firms.
Through external analysis they will know opportunities and threats from outside. By
analyzing themselves, they will know which strengths and weaknesses they have. After
they have done the strategic analysis, they will formulate their competitive strategies.
Following the strategies, managers must build action programs to make it actually
materialize. In order to make sure that the strategies are operated well, managers have to
monitor the outcomes of strategic implementation. Thisis so called strategic control. |If
the strategic management is well done, the goals of the firms would be completed and the
performances of the firms would be great.

At the beginning of The Art of War, Sun Tzu has said that “War is the vital matter of
state. Itisthefield on which life or death is determined and the road that leads to either
survival or ruin, and must be examined with the greatest care.” From what he said, we
would know that the purpose of war isto get survival. Like war, the business competition
is aso severe and relative to the survival or death of the firms. The marketplace, in the
eyes of many marketers, is a battleground and military strategies that are very useful in
guiding business activities. Hence, many business managers have attached great
importance to The Art of War, and it has proven that many of the principles of the book are

even commonly applied to daily life (Chen, 1994).
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In the stream of strategic management, Sun Tzu had advocated some principles. In

strategic analysis, he addressed that:

It is by scoring many points that one wins the war beforehand in the
temple rehearsal of the battle; it is by scoring few points that one loses the
war beforehand in the temple rehearsal of the battle. The side that scores
many points will win; the side that scores few points will not win, let
alone the side that scoresno pointsat all. When | examineit in this way,
the outcome of the war becomes apparent.

Sun Tzu thought that before we formulate the strategies, we must consider five
factors and seven dimensions. These are the internal and external analysis.  After
analyzing these criteria, we should know our goals and how to complete them. Next, in
the strategic implementation stage, Sun Tzu advocated the importance of “timing” and
“momentum”.  Sun Tzu argued that when we implement the strategy, we have to act at the
suitable moment and achieve the synergy of actions. After strategic analysis, strategy
formulation, and strategy implementation, we must do the strategic control. Control isthe
essential part of strategic management. Sun Tzu addressed the principles of intelligence
and security to get the information of enemies and to prevent the enemies from knowing
our situations (Wee et al., 1991). Therefore, we will always know the changes of the
external and internal environment, and we can redefine that strategy (if necessary) as soon
as possible.

To evaluate the concepts of the Sun Tzu's The Art of War comprehensively, we would
like to compare them with the concepts of strategic management. There are many
principles and essentials derived under the framework that could help us do the fittest

strategic management.

2.1.4 Principles of Situation Appraisal

Strategic analysis is the foundation of the strategic management process. It
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concludes two parts: the first one entails exploration of the opportunities and threats from
the external; the second is to examine the firm’s strengths and weaknesses. The two
elements of analysis are usually called SWOT (strengths, weaknesses, opportunities, and
threats) analysis.

The external environment consists of the general environment and the competitive
environment (Miller and Dess, 1996). The general environment consists of factors
external to the industry that could pose a significant impact on the firm’'s strategies. By
analyzing the general environment, we could know the trend of various industry segments.
Although there are many opportunities and threats in the general environment, we still
have to consider the competitive environment to catch the “true”’ opportunities and escape
the threats.

The competitive environment refers to the specific competitive arenawhere the firm
encounters. Porter (1985) addressed that any industry, no matter it isin domestic or
international areas, produces products or services, should deal with the following five
competitive forces. the threat of new entrants, the threat of substitute products or services,
the bargaining power of buyers, the bargaining power of suppliers, and the rivalry among
existing competitors. To collect strengths of these five competitive forces, we have to
identify the most appropriate and defensible strategic position within the industry.

The internal analysis provides the means of identifying the strengths and weaknesses
in formulating strategies. Through internal analysis, one will know how well his/her firm
executes. If afirm executeswell, it has completed the efficiency and effectivenessin the
operation. If afirm wantsto analyze its strengths and weaknesses, there are three
frameworks commonly used to guide analysis: key success factors, value chain, and core
business process (Miller and Dess, 1996).

In Sun Tzu's viewpoint, he emphasized that war should be avoided:
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Therefore, the best military policy isto attack strategies; the next to attack
aliances; the next to attack soldiers; and the worst to assault walled cities.

But if the war is unavoidable, Sun Tzu advocated military strategy composed of two
components: “know the other and know yourself” (Wong et al., 1998). AsSunTzu

addressed that:

Know the other, know yourself, and the victory will not be at risk; know
the ground, know the natural conditions, and the victory can be total.

In the business world, “the other” has a much wider scope of interpretation. “The
other ” would include any party that the firm has to deal with in business competition.
They could be competitors, customers, suppliers, the media, the government, bankers, etc.
Besides “know the other and know yourself”, we usually care about the weather and terrain.
In the business world, the wesather is like the business climate, and the terrain is like the
infra-structural factors that affect business operation. Therefore, “know the other and
know yourself” and “know the weather and terrain” istypically known as SWOT analysis
in strategic management (\Wee, 2001).

In SWOT analysis, Sun Tzu advocated one need to consider the five criteriaand
compare the seven dimensions (Wee et a., 1991; Chen, 1994; Lin, 1994; Wong €t al.,
1998). Thefive criteriaare “the way (tao), climate, terrain, command, and regulation”
and the seven dimensions are “Which ruler has the way (tao)? Which commander has the
greater ability? Which side has the advantages of climate and terrain? Which army
follows regulations and obeys orders more strictly?  Which army has superior strength?
Whose officers and men are better trained? Which side is more strict and impartial in
meting out rewards and punishments?’

According to Wee's (1991) coordination, the five criteria and seven dimensions can
be reclassified into eight factors. They are: (1) Mora Influence, (2) Generalship

(Command), (3) Climate, (4) Terrain, (5) Doctrine (law), (6) Strengths, (7) Training, (8)
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Discipline (Rewards and Punishments system). Through the assessment of these factors,
we could build a strong organization, and predict the firm’s success or failure against
competitor’s strengths and weaknesses.  If we get relative advantages from the situation
appraisal, we may formulate the goals and strategies to offense the competitors; if not, we

will find the way to defend ourselves invincibly.

2.1.5 Principles of Strategy | mplementation

Strategy implementation involves a broad range of efforts aimed at transforming
strategic intentions into action. It isthe sum total of the activities and choices required
for the implementation of a strategic plan (Wheelen and Hunger, 1995). In strategy
implementation stage, we must put the strategies and polices into action through programs,
budgets, and procedures. It seems easy when we mention about the strategy
implementation, but truly it is so difficult to make the strategy into action. Undoubtedly,
poor implementation of a strategy may cause the strategy to fail. A successful strategy
depends on corporate culture, organization structure, resource allocation, compensation
program, information system, etc. Thus we can say that the firm’s performance is not so
much aresult of the firm's strategy but aresult of the firm'’s ability to implement the
strategy effectively.

In Sun Tzu's perspective:

For this reason, the victorious army only enters battle after having first
won the victory, while the defeated army only seeks victory after having
first entered the fray.

It issaid that if combat is unavoidable, one should ensure one’s invulnerability.
Invulnerability to defeat can be attained through careful and wary prior preparation and
planning and by the strategy implementation (Wee et al., 1991).

Lin (1994) said that according to Sun Tzu's The Art of War, the genera principles of
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strategy implementation are “timing” and “ strategic advantage (shih)”. The “timing”
means “ appropriate moment”. It is said that we must carry out the strategy at the
appropriate moment. The “strategic advantage (shih)” means the posture and momentum.
Basically, the “strategic advantage (shih)” is one kind of well match and its power isjust
like the integrated marketing (Kotler, 1997). By coordinating al factors, it will make the
synergy and it iswhat the “ strategic advantage (shih)” means. In Sun Tzu's work:

That the velocity of cascading water can send boulders bobbing about is
dueto its strategic advantage (shih). That abird of prey when it strikes
can smash itsvictim to piecesisdueto itstiming. So it iswith the expert
at battle that his strategic advantage (shih) is channeled and histiming is
precise. His strategic advantage (shih) islike a drawn crossbow and his
timing is like releasing the trigger.

Wee et a. (1991) addressed that Sun Tzu's implementation of strategy consists of two
parts: the human element and the operational element. The human element involves
understanding of various roles and responsibilities of the different partiesinvolved in the
competitive mission. It concludes three factors the sovereign (ruler), the commanders
(generas and senior military officers), and the army (soldiers). The operational element
is certain principles that required to ensure successful completion of the mission. The
principles can be classified into: (1) swiftnessin execution, (2) adaptability in maneuvers,
(3) deceptivenessin actions and strategies, (4) the need to capitalize on available means,

and (5) the anticipation of the enemy’s reactions.

2.1.6 Principles of Strategic Control

When a strategy is developed and implemented, it is also subjected to change.
Therefore, control system becomes very important.  The control system ensures that the
company is completing what is set out to accomplish (Wheelen and Hunger, 1995).

Control system deal with the question of whether or not resources the firms has are being

30



used to move the organization closer to its goals and what actions should be taken if the
result doesn’t meet what we expected (Miller and Dess, 1996).

As Pearce and Robinson (1994) addressed that control system consists of two
fundamental perspectives strategic control and operational control. Strategic control are
intended to steer the firm toward it’s long-term strategic goals.  Implementation control,
strategic surveillance, and special aert controls are types of strategic control. Operational
control systems, identifies the performance standards associated with alocation of the
firm’'sfinancial, physical, and human resourcesin pursuit of its strategy. Budgets,
schedules, and key success factors are the primary means of operational control.

Strategic control is an essential and important part of any strategy. 1n order to affect
strategic control, one must collect, arrange and analyze information on oneself, the enemy,
and the environment. Thisis Sun Tzu's principle of intelligence in strategic control (Wee
etal., 1991). SunTzusaidthat it is necessary to gather information on various factors:

Unless you know the intentions of the rulers of the neighboring states, you
cannot enter into preparatory alliances with them; unless you know the lay
of theland (hsing) its mountains and forests, its passes and natural

hazards, its wetlands and swamps  you cannot deploy the army on it.

And Sun Tzu suggested that the most effective meansto collect information is

espionage. According to him, there are five different types of spies:

There are five kinds of spies that can be employed: local (yin) spies, inside
agents, double agents, expendabl e spies, and unexpendable spies.

Besides to get the necessary and valuable information, Sun Tzu also advocated that
one must prevent the leakage of information of our firm to theenemy. Thisisthe
principles of security in strategic control (Weeet al., 1991). Asyou conduct espionage
against the enemy, they will do the sameto you. Therefore, Sun Tzu suggested five main
ways of maintaining secrecy: (1) withholding strategic plans, (2) adopting tight security

measures, (3) punitive deterrent, (4) creation of unpredictability, and (5) use of deception.
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When any strategy is developed and put to action, we also need to do strategic
control.  Because the environment will never be static, one need to refined the strategy
according to the changes. Therefore, strategic control act as the feedback mechanismin
the strategic management (Wee et a, 1991), and Sun Tzu has advocated the principles of

intelligence and security for usto adopt in doing the strategic control.

2.1.7 Key Success Factors (K SFs)

In 1961, Daniel addressed that in most industries there are usually three to six factors
that lead to success and these key jobs must be done well for afirmto succeed. Rokart
(1979) carried this concept further and expressed that K SFs are the limited number of areas
in which results, if being satisfactory, will ensure success full competitive performances for
thefirm. Clarke (2001) addressed that key success factors are those few, key areas that
are most important in determining long-run profitability for the company. Therefore, the
K SFs are areas of activity that managers must pay constant and careful attention on.
According to Rokart (1979), that there are four basic sources of KSFs:

(1) Structure of the particular industry
Indeed, each industry has a set of KSFsthat are determined by the different
characteristics of the industry itself.
(2) Competitive strategy, industry position, and geographic location
Any firmin anindustry is different from others by its history and current
competitive strategy. Similarly, differences in industry position and geographic
location can lead to differing KSFs from one firm to another in an industry.
(3) Environmental factors
Asthe gross national product and the economy fluctuate, political situations

change, and the population characteristics vary, KSFs would aso change for various
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institutions.
(4) Temporal factors
Temporal KSFs often occur with the changes of internal organizational
considerations. These areas of activities would lead afirm to success for a
particular period time because they are below the threshold of acceptability at that
time.

Jenster (1987) suggested that a strategy planning and strategic control processis
tightly integrated with the firm’s information system. He proposed that an
information-based approach to strategy development and control which can aid top
management teams in turning theirs strategies into action. The method incorporates nine
steps: (1) Provide structure for design process; (2) determine general forces influencing
strategy; (3) develop a strategic plan or review/modify the current plan; (4) Identify a
selected number of KSFs; (5) determine who is responsible for which critical areas; (6)
select the strategic performance indicators (SPIs); (7) develop and integrate appropriate
reporting procedures; (8) implement and initiate system use by the senior personnel; and (9)
establish evaluating process and procedures.  As he mentioned that through the KSFs
method one could identify “strategically relevant” information. Therefore, the KSFs
serve as the primary integrating mechanism between management’s goals and the
channeling of resources and executive attention. KSFswould provide a planning
process/system through which strategy formulation can be done operational and controlled
with in the firm.

Vasconcellos (1988) took the research among 30 firms producing six mature
industrial products to detect whether or not within approximate product environments one
could identify different requirements for success. As the results showed that:

(1) The KSFs are important for firms to make excellent performances. Compared to the
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competitors, if afirm performswell in afew KSFs, it will get the better profitability

within each product/market.

(2) The KSFs are different in different types of business. It indicates that different
K SFs are important for different kinds of products.

(3) The more similar two businesses are, the more similar their KSFswill be.  Therefore,
if one firm extends its product line to arelated area, afirm can rely on the same
strengths to match KSFs.

He also addressed that a firm should be specialized. A firm should concentrate on
money, people and time to achieve excellence in the KSFs and specialization in strategy
for the whole firm that its different product/markets share at some KSFs. As Sun Tzu
noted in hiswork, “If our army is united as one and the enemy’sis fragmented, in suing the
undivided whole to attack his one, we are many to hisfew. If we are able to use many to
strike few, anyone we take the battle to will be in desperate circumstances”.

As Ketelhohn (1998) said, “there are KSFsfor everything”. The KSFsto make
profit in an industry are most effective in that industry.  If one firm wants to enter an
industry to compete, it must bear the minimum capabilities KSFs. But KSFsare not
enough towin. Industry KSFs are merely the primary capabilities, but operational key
success factors OKSFswhich are two or three key activitiesif executed well would put a
firm near the efficient frontier  keysto making money with a strategy.

As Mainland China’s attractive market opens to the whole world, one firm must
know the KSFsin competing with others in the Chinese market (Abramson and Ai, 1999).
Abramson and Ai found out some K SFs from a survey of Canadian firms doing businessin
China. They identified four KSFs as: (1) building “guanxi” relationship and avoiding
transactional relationships; (2) having the experience to understand the uncertainties in

China business environment; (3) informal coordinating of interaction patterns with the
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relevant Chinese; and (4) local investment in Chinathrough value chain activity transfer.
From the above discussion, it seems that different studies tend to identify different
KSF.  For the purposes of this study, we have identified the following KSFs: (1)

production ability, (2) marketing ability, and (3) delivery ability.

2.1.8 Business Performances

Business performance, or effectiveness, is multifaceted phenomenon that we have
difficulty in comprehending and measuring it (Goodman and Pennings, 1977).
Performances will vary according to different viewpoint is taken (Snow and Hrebiniak,
1980). Itisclear that despite which strategy the firm adopts, it will lead to some kind of
financial or non-financia results (no matter they are good or bad). Therefore, the
managers want to understand if the firm’'s goal is completed and the strategy is definitely
implemented, they must check the business performances. Jenster (1987) indicated that
performance indicators must satisfy the following six principles: (1) operational, (2)
indicative of desired performance, (3) acceptable to subordinates, (4) reliable, (5) timely,
and (6) simple. Performance indicators are identified for strategies to link actual
performances and expected results and they will facilitate managers to ook out problem
areas (Freund, 1988).

According to Dixon, Nanni and Vollmann, (1990), if strategies and theirs supporting
actions are to be successful, to measure the performances of these actions and their
contribution toward strategic outcomes will be the essential work. They indicated that the
measurement should vary according to structural level. Inthe high level of the
organization, the financial measures are more important. As one move down to the
functional or operational areas, the operationally focused indicators will be emphasized.

In Maskell’s (1992) viewpoint, although the performance measures will vary by firm
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situations, they have some common characteristics. (1) they are directly related to
manufacturing strategy, (2) they primarily use non-financial measures, (3) they vary
between location, (4) they change as needs changes, (5) they are easy and ssimple to use, (6)
they supply feedback to operators and managers fast, (7) they stimulate improvement

rather than just monitor.

The variables of business performances in the past literatures are collected in Table

2-1.
Table2-1 The Study Variables about Business Performances
Researches Year Variables of performances
Reimann and
_ 1975 |Sales, Growth of profits, Growth of sales
Negandhi
. Total production, Decline in total production, Loss due to

Pennings 1976

transactional errors, Morale, Anxiety

Hattn, Schendel
and Cooper
Dalton and Kesner | 1985 |Return on equity, Common stock performances

Customer satisfaction, Financial measures, Internal processes,
Organization’s innovation and improvement activities

Sales level, Sales growth rate, Cash flow, Return on shareholder
equity, Gross profit margin, Net profit from operations, Profit to
sales ratio, Return on investment, Ability to fund business growth
from profits

1978 |Profit, Growth

Kaplan and Norton| 1992

Naman and slevin 1993

Pitt, Caruana and

1996 |ROCE, Sales growth, Overall performances
Berthon

Growth, Productivity, Profitability, Brand awareness, Overall
corporate image
Change in relative market share, New product success, Overall

Wu and Chen 1999

Baker and Sinkula 1999

performances
Kim and Park 2000 ([Sales growth, ROI, New product success
Langerak 2001 |Sales growth, Profit, ROI
Note: 1. Jiang, Jeng-Sin (2000), pp.24.
2. This Research.

2.2 The Relationships among Constructsin this Sudy

In this section, it will review some literatures and try to find out the relationships
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among Sun Tzu's principles of situation appraisal, strategy implementation, and strategy
control, key success factor, and business performances. Then, the hypotheses would be

proposed.

2.2.1 The Relationships among Sun Tzu’s Principles of Situation Appraisal, Strategy
I mplementation, and Strategic Control

Strategic management is the essence of each successful firm (McComb, 2001). At
the beginning of strategic management, one firm would analyze the firm’'s
macroenvironment, the industry in which the firm operates, and the inside of the firm
(Wright Pringle and Kroll, 1994). Therefore, the firm would find out their strengths and
weaknesses, and opportunities and threats outside.  Through the SWOT analysis, one firm
would formulate its strategies (Wright et al., 1994; Hill and Jones, 2001). Only through
the effective implementation, will the strategy come true. Therefore, the firm would have
the ability to compete in today’s dynamic environment. Fennelly (1998) also addressed
that through the strategic management, all firms scan the environment, develop and
implement strategies to react to this environment, and seek strategic control system
(performance-related information) to feed back to the process of formulation and
implementation of strategy.

Strategic control is one of most important mechanisms to the strategic management.
Rowe (1994) has addressed that strategic control is an ongoing process used to adopt
implementation in responsible to changesin the internal or external environment. Asthe
strategic management process, strategic control is related to the implementation of a
strategy (Rowe, 1994). Strategic control involves evaluating how well afirm implements
the strategy. Hertenstein and Platt (2000) addressed that the new product development

(NPD) iscritical for strategy implementation. They said that NPD isthe key to
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implementation which has led to changes in management control.

Sun Tzu has argued that before deciding how to attack (or defend), one has to
evaluate: (1) “Which general ismore able?’ (2) “Which troops are stronger?’ (3) “which
army has better trained officers and men?’ (4) “Which army executes law and instructions
more effectively?’ (5) “Which army better administers rewards and punishments?’ (6)
“Which ruler possesses more moral influence?’ (7) “Which army is more able to obtain the
advantages of climate?’ and (8) “Which army is more able to obtain the advantages of
terrain?’ (Weeet a., 1991) In other words, before implement the strategy one has to
evaluate the field situations, including (1) the way (tao), (2) climate, (3) terrain, (4)
command, and (5) regulation. Thus, Sun Tzu's principles of war are in consistence with
the strategic business management. Therefore, if the environment and organization are
changes, the strategy would vary and the strategy implementation activities and strategic
control activitieswould be different.  According to these literatures above, the hypotheses

advocated in this research are as follows:

H1: The degree of the adoption of Sun Tzu's principles of situation appraisal will
directly impact on a firm' s adoption of Szu’s principles of strategy
implementation and strategic control.

H1a: The degree of the adoption of Sun Tzu's principles of situation appraisal will
directly impact on a firm's adoption of Sun Tzu's principles of strategy
implementation.

H1b: The degree of the adoption of Sun Tzu's principles of situation appraisal will
directly impact on a firm's adoption of Sun Tzu'’s principles of strategic
control.

H2: The degree of the adoption of Sun Tzu's principles of strategy implementation
will directly impact on a firm's adoption of Sun Tzu's principles of strategic
control.
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2.2.2 The Relationships among Sun Tzu’s Principles of Situation Appraisal, Strategy
Implementation, and Strategic Control, and Key Success Factors

In today’s global business environment, the firms should flexibly respond to changes
in the environment. It’'s said that success factors would change as the environment and
strategy changes (Prince, 1998), and under such conditions, flexibly responding to changes
in the environment is one of the most essential KSFsfor any firm (Taudes, 1998). In Sun
Tzu's The Art of War, it proposed that before setting up war, one should consider the five
factors and seven dimensions (Wee et al., 1991; Lin, 1994; Wong et a., 1998). According
to the sentence, “know the other, know yourself, and the victory will not be at risk; know
the ground, know the natural conditions, and the victory can be total,” we can say that Sun
Tzu has proposed the “SWOT Analysis’ in 2,500 years ago, and he has pointed out the
importance of scanning the external and internal environment. Ganung (2001) has
addressed that one firm want to success must consider the three KSFs: (1) Listing to the
client’s need, (2) assessing the environment, (3) coaching the personnel involved. Wing
and Perry (2001) also proposed that the ability to scan the environment, identifying new
markets and executing strategy change are the KSFs to make the firm succeed.
According to the literature above, we could know that the ability to scan the environment
would become one of the KSFs to make firms succeed, and Sun Tzu has advocated it.

Strategy implementation is the process transforming the strategic intentions into
actions. In strategy implementation, the Mckinsey 7-S framework is usually adopted to
analyze (Peters and Waterman, 1982). The Mckinsey 7-S framework considers the
coordination of strategy, share value, structure, system, staff, styleand skill.  In SunTzu's
The Art of War, it also mentioned the following factors to support strategy implementation:

(1) Swiftness:

That abird of prey when it strikes can smash its victim to piecesis
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duetoitstiming.

If battle is protracted, your weapons will be blunted and your troops
demoralized. If you lay siege to awalled city, you exhaust your
strength. If your armies are kept in the field for along time, your
national reserves will not suffice.

It is believed that as firm's strategy implementation is swifter than their
competitor, then the pioneer status and innovation could be resulted (Kotler, 1997).
(2) Adaptability:

“Surprise” and “ Straightforward” operates give rise to each other
endlessjust asaring is without a beginning or an end and who can
exhaust their possibility.

Thus one's victories in battle cannot be repeated- they take their
form (hsing) in response to inexhaustibly changing circumstances.

There are commands from the ruler not to be obeyed.

Raymond, Julien and Ramangalahy (2001) addressed that in today’s dynamic
environment, the firms should continuously innovate to distinguish themselves from
the competitors, and they can just fast response to the change.

(3) Deceptiveness:

Thus the expert at getting the enemy to make his move shows
himself (hsing), and the enemy is certain to follow. He baits the
enemy, and the enemy is certain to take it. In so doing, he moves the
enemy, and liesin it for himwith hisfull force.

At first be like a modest maiden, and the enemy will open his door;
after ward be as swift as a scurrying rabbit, and the enemy will beto
late to resist you.

In challenger’s strategy, if one firm wants to challenge the leader in the
industry, one may attack the strong side to tie up the defender’s troops but launch
the real attack at the side or rear and we can get the more competitive advantage
(Kotler, 1997).

(4) Available means:

He who usesfire to aid the attack is powerful; he who uses water to
aid the attack is forceful. Water can be used to cut the enemy off, but
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cannot be used to deprive him of his supplies.

Porter (1980) provides the tools and techniques for the firm to compete in the
industry and then they can find the competitive edge, such as: overall cost
leadership, differentiating, and focusing. He also advocated that through the
analysis of the value chain, the firm can also create and sustain a competitive
advantage in its industry (Porter, 1985).

(5) Anticipation

To be able to take the victory by varying one’s position according to
(yin) the enemy’sis called being inscrutable (shen).

The appropriate season is when the weather is hot and dry; the
appropriate days are those when the moon passes through the
constellations of the Winnowing Basket, the Wall, the Wings, and
the Chariot Platform.

Boney (1995) pointed out that the firm wants to survive, it must restructure in
anticipating of competition and if it will not, it is"putting their heads in the sand”

and may not survive.

Some scholars have advocated the facts that implementation would be the K SFs of
the firm, such factors are: No key employees and managers leave the firm (Grundy, 1996),
support from the top management team, attention to the structure (Pavetti, Derr, Anderson,
Trippe and Paschal, 2001), management system (Rousseau and Rousseau, 1999/2000), and
motivation of management and workforce among others (Bamber, Sharp and Hides, 1999).
According to the literatures above, we would know that Sun Tzu’s principles of strategy
implementation are correlative to the KSFs of the firm.

Strategic control system would monitor the execution of the strategy. Asthe
environment changes, the strategy would change. Hence, if one wants to exactly know

what is different or what has been done, he must depend on the strategic control.
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Strategic control isthe essential part of any strategy. If we want the strategic control go
well, we must collect, collate, and analyze information of external and internal
environments (Wee et al., 1991). In Sun Tzu's The Art of War, he mentioned that the
importance to acquire the information and to prevent the leakage of information is
essential:

Unless you know the intentions of the rulers of the neighboring
states, you cannot enter into preparatory alliances with them.

There are five kinds of spies that can be employed: local (yin) spies,
inside agents, double agents, expendable spies, and unexpendable

spies.

Heis able to blinker the ears and exes of his officers and men, and
to keep people ignorant.

Farrell and DeRose (2000) addressed in today’s variable environment, the ability to
innovate, to execute, and to control are the KSFsfor the firm.  According to the literatures
above, we may say that the strategic control, in terms of information acquisition and
information protection, would be the sources of KSFs.

From the inference above, Sun Tzu's principles of situation appraisal, strategy
implementation, and strategic control would become the sources of K SFs of the success

firms, and the hypotheses are:

H3: The degree of the adoption of Sun Tzu's principles of situation appraisal,
strategy implementation, and strategic control will directly impact on a
firm's obtaining its key success factors.

H3a: The degree of the adoption of Sun Tzu's principles of situation appraisal will
directly impact on a firm's obtaining its key success factors.

H3b: The degree of the adoption of Sun Tzu’s principles of strategy implementation
will directly impact on a firm's obtaining its key success factors.

H3c: The degree of the adoption of Sun Tzu's principles of strategic control will
directly impact on a firm's obtaining its key success factors.
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2.2.3 The Relationships among Sun Tzu’s Principles of Strategy | mplementation, and
Srategic Control, Key Success Factors, and Business Perfor mances

Barney (2001) addressed that once a firm understands how to use its resources to
implement strategies, it can be sources of sustained strategic advantage. Therefore, in
strategy implementation, one firm must corporate all its resource to get the strategy
implemented. Kaplan and Norton (2001) addressed that strategy implementation was the
most important factor shaping the managers’ assessment of management and corporate
valuations. They also advocated that thetool Balanced Scorecard Concept (BSC)
(Kaplan and Norton, 1992) for strategy implementation will advance the firm to complete
high business performances. Miller (1997) advocated that if one firm implement the
strategy well, they will make everything intended to be done complete and attend the high
degree of performances asintended. Therefore, we would know that strategy
implementation will have influence on management performances.

Strategic control is the means by which senior managers ensure the subordinate
managers, efficiently and effectively, to attain the firm’'s strategy (Teall, 1992). In generd,
afirm’'s strategy is a statement of its objectives, principles, purpose, etc. Therefore, the
strategic control will ensure the firm’s resources to be used to pursue its objective, and
attend the desired performances. Kim and Campbell (1995) made the research about
Korean electric multinationals and the analysis suggested that difference in strategic
control are more responsible for the difference in performances than those of
organizational strategy and structure. Hence, we would know that strategic control has
the influence on the performances of the firm.

Key success factors are the areas that the firm must concentrate the most resources on.
The firm would seek the way to make its strengths to match the particular KSFs.

Vasconcellos and Hambrick (1989) had a research in six industries and found that if the
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firm performs better than their competitors on KSFs, they will outperform competitors.
Rangone (1997) addressed that there are various KSFsin many of today’s industries and
the firm must focus on these KSFsin order to attend higher performances. Hence, we
would say that the KSFs will have the positively impact on the firm'’s performances.
From the inference above, Sun Tzu's principles of strategy implementation and
strategic control, and key success factors would have the influences on the firms

performances and the hypotheses are:

H4: The degree of adoption of Sun Tzu's principles of strategy implementation and
strategic control will directly impact on a firm's obtaining its business
performances.

H4a: The degree of adoption of Sun Tzu's principles of strategy implementation will
directly impact on a firm’s business performances.

H4b: The degree of adoption of Sun Tzu's principles of strategic control will directly
impact on a firm’s business performances.

H5: Key success factors will directly impact on a firm’s business performances.

2.2.4 The Different adoption of Sun Tzu’s principles of Situational Appraisal, Strategy
I mplementation, and Strategic Control, Key Success Factors and Business
Performances among Different Firmsand Industriesin Taiwan

Firms have been pursuing the strategic alliances or mergers and acquisitions based on
the global operations to keep their competitive advantages. As the regional economic
systems are increasingly developed, the overall competitiveness for the nation has gained
more and more emphases.  Therefore, the business operation has played its critical role
for the specific national economic development.  In addition, competitive environmental
factors of the domestic market in Taiwan have also accelerated the internationalization of

Taiwan domestic firms to locations including the United States, European countries, South



East Asian countries, and Mainland China.

Firmsthat operate in different countries with different political, legal, economic, and
social/cultural environments might have different management styles and different
strategic operating patterns.  Traditionally, the Japanese and U. S. management patterns
are two of the most reference modes for the operation of Taiwan domestic firms.

Previous studies have shown that different management styles account for the level of
international competitiveness of firms (Perters and Waterman, 1982). Many scholars
have compared the Japanese management systems with the American and European ones
(Ouchi, 1981; Pascale and Athos, 1981; Buckley and Mirza, 1985). Bartlett and Ghoshal
(1989) demonstrated that Japanese multinational adopted “centralized hubs,” which has
shown to be avery efficient domestic hub and a global, integrated system, with
subsidiaries supplying mainly distribution and service functions. Many U. S.
multinationals, which called “ coordinated federations,” were generally mush more
integrated and centralized.

Given theincreasing importance of global competition, scholars have demonstrated
that some combinations of environment and structure fit better than others for firms to
compete (Bartleet and Ghoshal, 1989; Ghoshal and Nohria, 1993). More complex and
turbulent environments called for more complex organizational structures, and reflected a
set of contingent performance predictions (Gupta, Rg and Wileman, 1986; Olson, Walker
and Ruekert, 1995).

The fundamental paradigm of strategy states that, in order to perform well, the firm
should compete in setting the KSFs match the firm'’s distinctive competences. Therefore,
one firm must devel op strengths that match the KSFs. It is believed that in different
industries, there would be different KSFs for the firm to attend.  Vasconcellos and

Hambrick (1989) has addressed that in different industry, there are different KSFs that the
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firm perform well would lead to the higher performances.

From the inference above, it is believed that in different firms and different industries,
there will be difference within the adoption of Sun Tzu'’s principles of situation appraisal,
strategy implementation, and strategic control, key success factors and business

performances. The hypotheses deducted are:

H6: There will be significant difference within the adoption of Sun Tzu’s principles of
situation appraisal, strategy implementation, and strategic control, key
success factors, and business performances among different firms and
different industries.

H6a: There will be significant difference within the adoption of Sun Tzu's principles
of situation appraisal, strategy implementation, and strategic control, key
success factors, and business performances among different firms.

H6b: There will be significant difference within the adoption of Sun Tzu's principles
of situation appraisal, strategy implementation, and strategic control, key
success factors, and business performances among different industries.
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Chapter

Research Design and M ethodology

This chapter first introduces the construct measurements for Sun Tzu’s principles of
situation appraisal, strategy implementation and strategic control, key success factors and
business performances. Then, the hypotheses to be tested and the conceptual model of
this research are presented. Finally, the research design, including the sampling plan, data

collection, and data analysis techniques are described.

3.1 Construct M easurement

For the purposes of this study, the following five major variables are operationalized
in this study: (1) Sun Tzu's principles of situation appraisal, (2) Sun Tzu’'s principles of
strategy implementation, (3) Sun Tzu's principles of strategic control, (4) key success

factors, and (5) business performances.

3.1.1 Sun Tzu’'s Principles of Situation Appraisal
Asdiscussin Chapter , Sun Tzu's The Art of War is useful when we consider how
to make the strategic management. In this study, we adopted the comments of Wee et al.
(1991) extracted some principles from The Art of War that would be useful for situation
appraisal in strategic management.  These principles comprise two factors: internal
environment appraisal and external environment appraisal, and they conclude the
following principles:
(1) The leader is wise and capable, and able to gain the morel support of his subordinates
so much so that they will be willing to accompany him through the thick and thin of

battles.
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(2) The managers have the characteristics of wisdom, integrity, humanity, courage and
discipline.

(3) The main points of management are effective policies, programs, operating
procedures, channels of communication, lines of authority, and responsibility.

(4) The company has itsrelative strengths in terms of resources, such as manpower,
management, money, machines, materials, methods of production (including
technology), and markets served. These variables from the company’s competitive
edges are advantages to being big and strong.

(5) With well-trained personnel, the firm engages in more activities with greater
confidence.

(6) The company has a more effective disciplinary procedure and reward and punishment
system, therefore it is more geared towards higher performances and in a stronger
position to compete.

(7) The firm takes into account the various changes in the business and economic
environment just outlined and adapt its strategies accordingly.

(8) Where the firm islocated and positioned in the marketplace is one important fact
when the firm considerate its competitive competence.

Respondents are asked to indicate the level of adoption to their firms on each of the
aboveitems. Seven-point rating scales were developed to measure the opinions of
respondents on all listing items.  The anchor points are that 1 represents that thisitemsis

“Nearly none be adopted,” and 7 represents that thisitem is“ nearly always be adopted”.

3.1.2 Sun Tzu’'s Principles of Srategy | mplementation

In this study, the following 12 principles for strategy implementation in The Art of

War (Wee et al., 1991) are selected to measure the level of adoption for firms.  These
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principles are consisted of three factors: swiftness, adaptability, and deceptiveness. These
principles are as follows:
(1) Attacking at the most appropriate and suitable moment.
(2) Attacking in the correct timing to make our force to exploit the advantages of the
situation.
(3) Achieving synergy of actions to overwhelm the enemy and to deny the enemy the
benefit of time to develop effective defenses and retaliatory measures.
(4) Aiming to complete the whole campaign within the shortest time possible.
(5) Being flexible in our actions with respect to strategic and tactical variationsin order
to gain maximum advantage of changing circumstances.
(6) Constantly searching for new and innovative ways of meeting the challenges offered
by the ever-changing circumstance.
(7) Being very responsive to changes in situations, as well as able to take preemptive
action.
(8) Concerning about changes in the environment in the implementation of strategies.
(9) Anticipating the reaction of competitors so that men and resources can be accurately
deployed for the decisive win.
(10) Achieving distinct advantages in combat through the use of baits, which can bring
the competitor to where you want to fight.
(11) Confusing the competitor about your real intention and lower the defenses of they
enemy and indirectly encourage his arrogance.
(12) By surprising competitors, the firm catches the competitor off guard and unprepared.
Respondents are asked to indicate the level of adoption to their firms on each of the
aboveitems. Seven-point rating scales were developed to measure the opinions of

respondents on all listing items.  The anchor points are that 1 represents that thisitemsis
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“Nearly none be adopted,” and 7 represents that thisitem is “ nearly always be adopted”.

3.1.3 Srategic Control

In this study, the following 9 principles for strategic control in The Art of War (Wee et
a., 1991) are selected to measure the level of adoption for firms. These principles are
consisted of two factors: intelligence and security. These principles are as follows:

(1) Using the local agents (i.e., local people and local organization) to get information on
the characteristics of the local agent’ homeland.

(2) Using inside agents (i.e., the employees or important people in enemy’s organization)
to spy on the state of affairs of inside agents’ firm and to sow discord among loyal
official, as well as between such officials and the leader.

(3) Using double agents (i.e., the intelligence agent from enemies) to know the
competitor’s secrets, to recruit and communicate with the other types of agents, and
to assist in the infiltration of the competitor with other spies.

(4) Using doomed agents (i.e., our employees who likes to spread news) to spread
fabricated information on the company that we leak out to the competitors to mislead
them.

(5) Using living agents (i.e., our employees worked in the enemy’s firm for a period then
come back) to observe the competitor’s movement, to understand their strengths and
weaknesses, to pilfer their plans and state secrets, and to smuggling relevant
information out of the competitor’s territory.

(6) Knowing that at a strategic level, the strategic plan should be guarded with utmost
Security.

(7) Taking active measure to protect secrets and not to leave them to some third party.

(8) Using strong and punitive deterrents for those who disclose corporate secrets.
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(9) Putting its competitors into a move difficult guessing game by being adaptable and
flexible in the use of strategies.
Respondents are asked to indicate the level of adoption to their firms on each of the
aboveitems. Seven-point rating scales were developed to measure the opinions of
respondents on all listing items.  The anchor points are that 1 represents that thisitemsis

“Nearly none be adopted,” and 7 represents that thisitem is“ nearly always be adopted”.

3.1.4 Key Success Factors
Key success factors are those few, key areas that are most important in determining
long-run profitability for the firm and they are sources of competitive edges. In this study,
the following question items are adopted from Vasconcellos and Hambrick (1989) and
Aaker (2001). 17 itemsare used to identify the key successfactors. Questionnaire
items are designed as follows:
(1) Image (goodwill, prestige, and attitude in the minds of the customers)
(2) Marketing Ability (ability to persuade customers, knowledge of marketing and buyer
behavior)
(3) Advertising and sales promotion
(4) Product research and development (activities directed towards modifying improving,
adding new features to , and developing new products)
(5) Service (installation, coaching the customers in using the product, and repairs)
(6) A variety of products
(7) Low price of products
(8) Process research (engineering activities directed toward efficienciesin the way the
products are manufactured)

(9) Firm size (to exploit economies of scaled)
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(10) Customer financing (financial arrangements offered by the organization to
customersin order to increase their purchasing power or facilitate the terms of sale)

(11) Flexible ability of production

(12) Distribution (transportation, warehousing, and expediting). (ability to maintain low
distribution costs and to assure that deliveries are made on the right dates and in the
right quantities)

(13) Location of manufacturing facilities (efficient proximity to market; to transportation
means; or to raw materials and labor)

(14) Technical skills of manufacturing workforce (technical skills and level of expertise
of workforce in the manufacturing plant)

(15) Quality control (ability to maintain uniformly high level of output quality)

(16) Purchasing (ability to obtain access to low-cost or reliable sources of inputs)

(17) Labor relations (few stoppages and interruptions in plant production; low level of
turnover, lateness and absenteeism)

Respondents are asked to indicate the extent of the firm’s competitive advantages
compared to the industry average according to the 17 attributes. Seven-point rating scales
were developed to measure the opinions of respondents on all listing itemsin this section.
The anchor points are that 1 represents the respondents’ firm perform “relatively worse’
than the industry average, and 7 represents the respondents’ firm perform “relatively

better ” than the industry average.

3.1.5 Business Perfor mances
Lumpkin and Dess (1996) and Wu and Chen (1999) used the following items to
measure the performances of firms. In this study, these ten items are used to measure the

business performances. These attributes are as follows:

52



(1) Growth of sales

(2) Growth of profit

(3) Return on investment

(4) Productivity

(5) Brand awareness

(6) Employees satisfactory

(7) Customers satisfactory

(8) The speed of information transmitting within the organization

(9) The ability of grasping market conditions information

(10) The extent of authorization

Respondents are asked to indicate the extent of the firm’s performances compared to

the main competitor according to the 10 attributes. Seven-point rating scales were
developed to measure the opinions of respondents on all listing itemsin thissection. The
anchor points are that 1 represents the respondents’ firm perform “relatively worse” than
the main competitor, and 7 represents the respondents’ firm perform “relatively better ”

than the main competitor.

3.1.6 TheInformation of firmsand Respondents
The questionnaire items about firms and Respondents are as follows:
(1) Industry of the firm
(2) History of the firm
(3) Annual average net sales of the firm
(4) Employees of the firm
(5) Sex of the respondent

(6) Marriage of the respondent
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(7) Age of the respondent
(8) Education of the respondent

(9) Position of the respondent
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3.2 Hypothesesto be Tested
Based on the results of previous studies, the six sets of hypotheses are formulated and

will be evaluated through empirical validation in this study:

H1: The degree of the adoption of Sun Tzu’s principles of situation appraisal will
directly impact on a firm’ s adoption of Szu’s principles of strategy
implementation and strategic control.

Hla: The degree of the adoption of Sun Tzu's principles of situation appraisal will
directly impact on afirm’'s adoption of Sun Tzu’s principles of strategy
implementation.

H1b: The degree of the adoption of Sun Tzu's principles of situation appraisal will
directly impact on afirm’s adoption of Sun Tzu's principles of strategic
control.

H2: The degree of the adoption of Sun Tzu’s principles of strategy implementation
will directly impact on a firm’'s adoption of Sun Tzu’s principles of
strategic control.

H3: The degree of the adoption of Sun Tzu’s principles of situation appraisal,
strategy implementation, and strategic control will directly impact on a
firm’s obtaining its key success factors.

H3a: The degree of the adoption of Sun Tzu's principles of situation appraisal will
directly impact on afirm’s obtaining its key success factors.

H3b: The degree of the adoption of Sun Tzu's principles of strategy implementation
will directly impact on afirm’'s obtaining its key success factors.

H3c: The degree of the adoption of Sun Tzu's principles of strategic control will
directly impact on afirm’s obtaining its key success factors.

H4: The degree of adoption of Sun Tzu’s principles of strategy implementation and
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strategic control will directly impact on a firm’'s obtaining its business
performances.

H4a: The degree of adoption of Sun Tzu's principles of strategy implementation will
directly impact on afirm’'s business performances.

H4b: The degree of adoption of Sun Tzu's principles of strategic control will directly
impact on afirm's business performances.

H5: Key success factors will directly impact on a firm’s business performances.

H6: Therewill be significant difference within the adoption of Sun Tzu’s principles
of situation appraisal, strategy implementation, and strategic control, key
success factors, and business performances among different firms and
different industries.

H6a: There will be significant difference within the adoption of Sun Tzu's principles
of situation appraisal, strategy implementation, and strategic control, key
success factors, and business performances among different firms.

H6b: There will be significant difference within the adoption of Sun Tzu's principles
of situation appraisal, strategy implementation, and strategic control, key
success factors, and business performances among different industries.
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3.3 The Conceptual Model

The relationship among Sun Tzu's principles of situation appraisal, strategy

implementation, strategic control, key success factors and performances are shown as

Figure 3-1.

Sun Tzu's Principles of
Strategy | mplementation H 4a

Principle of swiftness

*Principle of adaptability

*Principle of deceptiveness H 3b

H1

Sun Tzu'sPrinciples
of Situation Appraisal Key Success Factors Business Per for mances
H 3a for Business Operation H 5

eInternal environment > i ial

appraisal +Production ability fnancia

N s *Non-financial
«External environment *Marketing ability Y
appraisal «Delivery ability
H1lb v
Sun Tzu's Principles of H3C
Strategic Control
«Principle of intelligence

Principle of security H 4b

Heal | Heb 1]

Different Firms
in Taiwan

Different Industries
in Taiwan

Figure3-1 The Conceptual Model of this Study
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3.4 Questionnaire Design

Based on the above discussions, 65-item survey questionnaire was devel oped to
obtain the responses from high, meddle, and low level managers/supervisors about their
opinions on various variables. The questionnaire of this study is consisted of seven parts:
“dituation appraisal (8 items),” “strategy implementation (12 items),” “strategic control (9

items),” “key success factor (17 items),” “business performances (10 items),” “the
information of firms (4 items)” and “the information of respondents (5 items).”

A preliminary version of this questionnaire is designed by the author and discussed
and finalized with the thesis advisor. The questionnaire was pretested through a pilot
study by the EMBA studentsin National Cheng-Kung University. Questionnaire items
were revised based on the results of the pilot study before being put into the final form.

The contents of the questionnaire are shown in Appendix
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3.5 Sampling Plan

A sampling plan was developed to ensure that larger corporations in Taiwan were
included in thisstudy. This study selected largest corporations in Taiwan for the samples
according to the “The Largest Corporationsin Taiwan (2001)” published by China Credit
Information Service, Ltd. (CCIS). Thetop 100 firms of manufacturing and the top 100
firms of services were the samples selected inthisstudy. The target populations were the
high, middle, or low level managers/supervisorsin these 200 firms. Based on the criteria,
800 guestionnaires were sent to these target population. 4 questionnaires were sent to
each corporation respectively. For the purpose of this study, four large corporations,
Compal corporation, Taiwan Semiconductor Manufacturing company (TSMC), Formosa
Plastics corporation, and China Steel corporation, were selected to be compared. 200
questionnaires were sent to these four corporations, and 50 questionnaires were sent to

each corporation respectively.
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3.6 Data Analysis Procedures
In order to achieve the purposes of this study and test the hypotheses, the following
analysis methods are used in thisstudy. The SPSS10.0 software is the tool to analyze the

collected data.

3.6.1 Descriptive Satistic Analysis
The descriptive statistic analysisis used to describe the characteristic of each variable

and illustrate the means, and standard deviation of each variable.

3.6.2 M easurement of Factors and Reliability of the Measures
(1) Item to Total Correlation
Item to total correlation is used to identify the extent of the common core that a
variable belongs to the domain of the concept.
(2) Internal Consistency Analysis
Coefficient alpha(a ) isused to test the internal consistency of each factor.
If a isgreater than 0.7 meansthat it has high reliability and if a issmaller than

0.3 meansthat it haslow reliability (Robinson and Shaver, 1973).

3.6.3 The Method to Compare the Difference among Variables
(1) Multivariate Analysis of Variance (MANOVA)

Multivariate analysis of variance is employed to distinguish the differences
among variables or groups. The general linear model isused in analysis of
variance. The F-ratios are calculated to tell whether there are differences among
various comparison groups.

(2) Duncan multiple Range Comparison Test
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If it is shown that the differences are significant, Duncan’s multiple range

comparison test is used to discover the differences among groups.

3.6.4 The Method to Test the Relationship among Variables
(1) Canonical Correlation Analysis
Canonical correlation analysisis used to find out the relationships between
groups of dependent variables and independent variables.
(2) Multiple Regressions
In order to test the relationships between all the variables, multiple regressions
and stepwise regression analysis are used in this study.
(3) Structure Equation Model
In order to find out the relationship in the whole research model in this studly,
structure equation model isused. TheAmos 4.0 isused to analyze the
relationships in the whole research model and find out the relationships of variables

in this model.
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Chapter

Research Analysisand Results

This chapter presents three parts of the empirical results. Thefirst section isthe
descriptive analysis of the respondents including the response rate of the mailed
guestionnaires, the attributes of the respondents, and the results of the measurement
variables. The second section isthe reliability tests of measurement scales. It consists
of coefficient alpha, and the item to total correlation. The third section presents the

results of data analysis associated with each research question.

4.1 Characteristics of Respondents

Preliminary analyses were conducted in this section to provide information about the
response rates and the characteristics of respondents and sample firms.  The data were
gathered over three months period beginning in middle January of 2002 and ending in
middle April of 2002, including one pilot test and one final survey. For the final survey, a
total of 1,000 survey questionnaires were mailed to the responses of sample firms.  With
follow-up telephone calls, 221 questionnaires were answered. A total of 203
guestionnaires were usable, and 18 questionnaires were useless. The response rate is
amounted to 20.3 %.

Table 4-1 shows that the highest response rate amounts to 40.9% and the response
questionnaires are from firms of technical manufacturing. Therest of the responses rates
are 35.5% and 23.6%. The questionnaires are from firms of traditional manufacturing

and service industry respectively.
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Table4-1 Characteristics of Sample Firms

Items Return Number |Response Rate (%)
High-Tech Manufacturing 83 40.9
Industry |Traditional Manufacturing 72 35.5
Service 48 23.6
Total 203 100.0

Table 4-2 shows the characteristics of the respondents.  These include the five major

itemsin this study: (1) Gender, (2) Marriage, (3) Age, (4) Education, and (5) Position.

Table4-2 Characteristics of Respondents

Items Return Number | Response Rate (%)
Gender |Male 133 65.5
Female 70 34.5
Marriage |[Single 97 47.8
Married 106 52.2
Age Less than 30 year-old 83 40.9
31-40 year-old 77 37.9
41-50 year-old 33 16.3
51-60 year-old 10 4.9
Education [Junior high school 1 0.5
Senior high school 3 15
Vocational school 42 20.7
University 112 55.2
Graduate school 45 22.2
Position  [High-level manager 40 19.7
Middle-Level supervisor 63 31.0
Low-level director 48 23.6
Others 52 25.6
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From the frequencies of the response questionnaires, it can be known that the
response rate of maleis 65.5%. 40.9% of the respondents whose age is less than 30 years
old, 37.9% of the respondentsis 31-40 years old, 16.3% is 41-50 years old, and 4.9% is
51-60 yearsold. The respondent rate of respondents who graduated from senior high
school is 1.5%, respondents who graduated from vocational school is 20.7%, the one who
graduated from university is 55.2%, and the one who graduated from graduate school is
22.2%. Table 4-2 aso showsthat 19.7% of respondents are high-level manager, 31% are

meddle-level supervisor, 23.6% are low-level director, and 25.6% are others.
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4.2 Measurement Resultsfor Relevant Variables

Table 4-3 to Table 4-7 Provide descriptive statistics by questionnaire items.

These

include 8 items of situation appraisal, 12 items of strategy implementation, 9 items of

strategic control, 17 items of key success factors, and 10 items for business performances.

(1) Situation Appraisa

Table 4-3 shows that the highest extent of agreement of situation appraisal is

item SA4 (5.093). Thefollowing ones areitem SA7 (4.961) and SA5 (4.842).

The lowest extents of agreement of situation appraisal are item SA2 (4.094) and

SA1(4.305). From above descriptions, it shows that firms stress on relative

strengths, and convince the relative strengths will result on strongest competitive

advantages.

Table4-3 Descriptive Statistics of items of Situation Appraisal

fact when the firm considerate its competitive competence.

ltems Mean S.D.

SAL. The leader is wise and capable, and able to gain the morel support of his 4.305 1.588
subordinates so much so that they will be willing to accompany him through the
thick and thin of battles.

SA2. The managers have the characteristics of wisdom, integrity, humanity, courage | 4.094 1.433
and discipline.

SA3. The main points of management are effective policies, programs, operating 4.828 1.454
procedures, channels of communication, lines of authority, and responsibility.

SA4. The company has its relative strengths in terms of resources, such as 5.093 1.363
manpower, management, money, machines, materials, methods of production
(including technology), and markets served. These variables from the
company’'s competitive edges are advantages to being big and strong.

SA5. With well-trained personnel, the firm engages in more activities with greater 4.842 1.377
confidence.

SA6. The company has a more effective disciplinary procedure and reward and 4517 1.514
punishment system, therefore it is more geared towards higher performances
and in a stronger position to compete.

SA7. The firm takes into account the various changes in the business and economic | 4.961 1.349
environment just outlined and adapt its strategies accordingly.

SA8. Where the firm is located and positioned in the marketplace is one important 4.714 1.458
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(2) Strategy implementation
Table 4-4 shows that the highest extent of agreement of strategy
implementation is Item SI6 (4.887). Thefollowing ones are item SI8 (4.823) and
SI5 (4.748). Thelowest extents of agreement of strategy implementation are item
S110 (3.660) and SI12 (3.704). It showsthat firmsfeel environments changing so

rapidly, and they search for new and creative ways to response to these changes.

Table 4-4 Descriptive Statistics of Items of Strategy |mplementation

Items Mean S.D.

Sl1. Attacking at the most appropriate and suitable moment. 4.458 1.313

SI2. Attacking in the correct timing to make our force to exploit the advantages of the | 4.601 1.336
situation.

SI3. Achieving synergy of actions to overwhelm the enemy and to deny the enemy the| 4.330 1.307
benefit of time to develop effective defenses and retaliatory measures.

Sl4. Aiming to complete the whole campaign within the shortest time possible. 3.857 1.395
SI5. Being flexible in our actions with respect to strategic and tactical variations in 4.748 1.435
order to gain maximum advantage of changing circumstances.
SI6. Constantly searching for new and innovative ways of meeting the challenges 4.887 1.497
offered by the ever-changing circumstance.
SI7. Being very responsive to changes in situations, as well as able to take preemptive| 4.734 1.472
action.
SI8. Concerning about changes in the environment in the implementation of 4.823 1.364
strategies.
SI9. Anticipating the reaction of competitor so that men and resources can be 4.370 1.319
accurately deployed for the decisive win.
SI10. Achieving distinct advantages in combat through the use of baits, which can 3.660 1.396
bring the competitor to where you want to fight.
SI11. Confusing the competitor about your real intention and lower the defenses of 3.842 1.461
they enemy and indirectly encourage his arrogance.
SI12. By surprising competitors, the firm catches the competitor off guard and 3.704 1.397
unprepared.

(3) Strategic Control
Table 4-5 shows that the highest extent of agreement of strategic control is
item SC6 (4.961). Thefollowing oneis SC7 (4.951). Thelowest extents of

agreement of strategy implementation are item SC5 (2.458) and SC4 (2.567). It
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shows that at a strategic level, top management team should keep the strategic plan

utmost secretive.

Table 4-5 Descriptive Statistics of Items of Strategic Control

Items Mean S.D.

SC1. Using the local agents (i.e., local people and local organization) to get 4.438 1.749
information on the characteristics of the local agent’ homeland.

SC2. Using inside agents (i.e., the employees or important people in enemy’s 3.448 1.638
organization) to spy on the state of affairs of inside agents’ firm and to sow
discord among loyal official, as well as between such officials and the leader.

SC3. Using double agents (i.e., the intelligence agent from enemies) to know the 2.975 1.497
competitor’s secrets, to recruit and communicate with the other types of agents,
and to assist in the infiltration of the competitor with other spies.

SC4. Using doomed agents (i.e., our employees who likes to spread news) to spread | 2.567 1.389
fabricated information on the company that we leak out to the competitors to
mislead them.

SC5. Using living agents (i.e., our employees worked in the enemy’s firm for a period | 2.458 1.487
then come back) to observe the competitor's movement, to understand their
strengths and weaknesses, to pilfer their plans and state secrets, and to
smuggling relevant information out of the competitor’s territory.

SC6. Knowing that at a strategic level, the strategic plan should be guarded with 4,961 1.495
utmost security.

SC7. Taking active measure to protect secrets and not to leave them to some third 4.951 1.485
party.

SC8. Using strong and punitive deterrents for those who disclose corporate secrets. 4.700 1.719

SC9. Putting its competitors into a move difficult guessing game by being adaptable 4.286 1.521
and flexible in the use of strategies.

(4) Key Success Factors
Table 4-6 shows that firms think the corporation image (5.547), firm size
(5.215), and quality control (5.128) are the most important key success factors for
firmsto success. The last important key success factors are advertising and sales
promotion (3.793) and customer financing (3.967). It shows that the firms put on
efforts to build nice goodwill, prestige and attitude in the minds of the customers.

The firms a so think that the greater the firm is, the more probable they will success.
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Table4-6 Descriptive Statistics of Items of Key Success Factors

Iltems Mean S.D.
KSF1. Image (goodwill, prestige, and attitude in the minds of the customers) 5.547 1.279
KSF2. Marketing Ability (ability to persuade customers, knowledge of marketing and 4,793 1.458
buyer behavior)
KSF3. Advertising and sales promotion 3.793 1.552
KSF4. Product research and development (activities directed towards modifying 4,980 1.502
improving, adding new features to , and developing new products)
KSFb5. Service (installation, coaching the customers in using the product, and repairs)| 5.049 1.417
KSF6. A variety of products 4.902 1.439
KSF7. Low price of products 4.384 1.442
KSF8. Process research (engineering activities directed toward efficiencies in the way| 4.956 1.520
the products are manufactured)
KSF9. Firm size (to exploit economies of scaled) 5.215 1.459
KSF10. Customer financing (financial arrangements offered by the organization to 3.967 1.593
customers in order to increase their purchasing power or facilitate the terms
of sale)
KSF11. Flexible ability of production 4.773 1.389
KSF12. Distribution (transportation, warehousing, and expediting). (ability to maintain | 4.719 1.444
low distribution costs and to assure that deliveries are made on the right
dates and in the right quantities)
KSF13. Location of manufacturing facilities (efficient proximity to market; to 4.749 1.453
transportation means; or to raw materials and labor)
KSF14. Technical skills of manufacturing workforce (technical skills and level of 5.108 1.331
expertise of workforce in the manufacturing plant)
KSF15. Quality control (ability to maintain uniformly high level of output quality) 5.128 1.321
KSF16. Purchasing (ability to obtain access to low-cost or reliable sources of inputs) 4,995 1.474
KSF17. Labor relations (few stoppages and interruptions in plant production; low level| 5.103 1.402

of turnover, lateness and absenteeism)

(5) Business Performances

Table 4-7 shows that means of items of business performances are between

4.522 and 5.015. It shows that firms do most well on brand awareness (5.015) and

productivity (5.000).
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Table4-7 Descriptive Statistics of Items of Business Performances

Items Mean S.D.
BP1. Growth of sales 4.793 1.244
BP2. Growth of profit 4.522 1.279
BP3. Return on investment 4.586 1.281
BP4. Productivity 5.000 1.156
BP5. Brand awareness 5.015 1.373
BP6. Employees satisfactory 4.596 1.329
BP7. Customers satisfactory 4.956 1.109
BP8. The speed of information transmitting within the organization 4.857 1.333
BP9. The ability of grasping market conditions information 4.867 1.209
BP10. The extent of authorization 4.627 1.521
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4.3 Reliability Tests
To verify the dimensionality and reliability of constructs of this study, coefficient
alpha analysis was conducted to purify the questionnaireitem.  Coefficient (Cronbach)
alpha measured the internal consistency of each identified dimension. The selected
criterions are (1) coefficient alpha (a ) is greater than 0.5, and (2) Item to total correlation
valueis greater than 0.5.
(1) Situation Appraisal
Table 4-8 shows the internal consistency for the factors of situation appraisal.
It is shown that al variables within afactor tend to have a high coefficient of item
to total correlation. Ininternal environment appraisal, every item-to-total
correlation of the itemsis above 0.626. In external environment appraisal, the
item-to-total correlations are above 0.503. This suggests a high degree of internal
consistency for each dimension.  In addition, the high coefficient of Cronbach
alphas of internal environment appraisal (a = 0.867) and external environment

appraisal (a = 0.668) confirm the reliability of the measurement items.

Table 4-8 Factor Patterns and Coefficient AlphaAnalysis of Situation Appraisal

Item-to-total|Cronbach’s
Factor and Item )
correlation a
Internal environment appraisal 0.867
SA1. The leader is wise and capable. 0.626
SA2. The managers have the characteristics of wisdom, integrity. 0.700
SAS3. The main points of management are effective policies. 0.697
SA4. The company has its relative strengths in terms of resources. 0.630
SAB5. The firm engages in more activities with greater confidence. 0.673
SA6. The company has a more effective disciplinary procedure. 0.695
External environment appraisal 0.668
SA7. The firm takes into account the various changes in the business. 0.503
SA8. Where the firm is located is one important fact. 0.503

Note: Theitemsin thistable arein simplified form. Please refer to Table 4-3 to see the whole question items.
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(2) Strategy Implementation

Table 4-9 shows the internal consistency for the factors of strategy
implementation. It is shown that al variables within a factor tend to have a very
high coefficient of item to total correlation. In swiftness, every item-to-total
correlation of the itemsis above 0.679. In adaptability, those item-to-total
correlations are above 0.693.  In deceptiveness, all item-to-total correlations are
above 0.713. Thissuggests a high degree of internal consistency for each
dimension. In addition, the high coefficient of Cronbach alphas of swiftness (o =
0.886), adaptability (a = 0.919) and deceptiveness (0.881) confirm the reliability of

the measurement items.

Table 4-9 Factor Patterns and Coefficient AlphaAnalysis
of Strategy Implementation

Item-to-total|Cronbach’s
Factor and Item
correlation a
Swiftness 0.886
SI1. Attacking at the most appropriate and suitable moment. 0.752
SI2. Attacking in the correct timing. 0.775
SI3. Achieving synergy of actions. 0.805
Sl4. Aiming to complete the whole campaign. 0.679
Adaptability 0.919
SI5. Being flexible in our actions. 0.785
S16. Constantly searching for new and innovative ways. 0.802
SI7. Being very responsive to changes in situations. 0.857
SI8. Concerning about changes in the environment. 0.828
SI9. Anticipating the reaction of competitors. 0.693
Deceptiveness 0.881
SI10. Achieving distinct advantages in combat. 0.713
SI11. Confusing the competitor. 0.821
SI12. By surprising competitors. 0.777

Note: Theitemsin thistable arein simplified form. Please refer to Table 4-4 to see the whole question items.
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(3) Strategic Control

Table 4-10 shows the internal consistency for the factors of strategy
implementation. It is shown that al variables within a factor tend to have a high
coefficient of item-to- total correlation. In intelligence, every item-to-total
correlation of the itemsis above 0.565. In security, each item-to-total correlation
isabove 0.658. This suggests a moderate high degree of internal consistency for
each dimension. In addition, the high coefficient of Cronbach alphas of
intelligence (o = 0.839), and security (0.867) confirm the reliability of the

measurement items.

Table4-10 Factor Patterns and Coefficient AlphaAnalysis of Strategic Control

Item-to-total|Cronbach’s
Factor and ltem ]
correlation a
Intelligence 0.839
SC2. Using inside agents. 0.565
SC3. Using double agents. 0.739
SC4. Using doomed agents. 0.736
SC5. Using living agents. 0.667
Security 0.867
SC6. The strategic plan should be guarded. 0.743
SC7. Taking active measure to protect secrets. 0.796
SC8. Using strong and punitive deterrents. 0.685
SC9. Putting its competitors into a move difficult guessing game. 0.658

Note: Theitemsin thistable arein simplified form. Please refer to Table 4-5 to see the whole question items.

(4) Key Success Factors
Table 4-11 showsthe internal consistency for the factors of key success
factors. Itisshown that al variables within afactor tend to have a high coefficient
of item-to-total correlation. In production ability, every item-to-total correlation of

theitemsisabove 0.572. In marketing ability, those item-to-total correlations are
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above 0.550. In delivery ability, each item-to-total correlation is above 0.559.

This suggests a moderate high degree of internal consistency for each dimension.

In addition, the high coefficient of Cronbach alphas of production ability (a =

0.890), marketing ability (a = 0.774), and delivery ability (0.717) confirm the

reliability of the measurement items.

Table4-11 Factor Patterns and Coefficient AlphaAnalysis of Key Success Factors

Item-to-total|Cronbach’s
Factor and Item )
correlation a
Production ability 0.890
KSF1. Image 0.572
KSF4. Product research and development 0.692
KSF6. A variety of products 0.609
KSF8. Process research 0.752
KSF14. Technical skills of manufacturing workforce 0.727
KSF15. Quality control 0.801
KSF16. Purchasing 0.626
KSF17. Labor relations 0.546
Marketing ability 0.774
KSF2. Marketing Ability 0.654
KSF3. Advertising and sales promotion 0.550
KSF5. Service 0.628
Delivery ability 0.717
KSF12. Distribution 0.559
KSF13. Location of manufacturing facilities 0.559

Note: Theitemsin thistable arein simplified form. Please refer to Table 4-6 to see the whole question items.

(5) Business Performances

Table 4-12 shows the internal consistency for the factors of business

performances. It isshown that all variables within a factor tend to have avery

high coefficient of item-to-total correlation.

item-to-total correlation of the itemsis above 0.691.
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performances, each item-to-total correlation isabove 0.653. This suggests a high
degree of internal consistency for each dimension. In addition, the high coefficient

of Cronbach alphas of financial performances (o = 0.901), and non-financial

performances (0.861) confirm the reliability of the measurement items.

Table4-12 Factor Patterns and Coefficient AlphaAnalysis of Business Performances

Factor and Item ltem-to-total|Cronbach’s
correlation a

Financial performances 0.901

BP1. Growth of sales 0.816

BP2. Growth of profit 0.849

BP3. Return on investment 0.761

BP4. Productivity 0.691
Non-financial performances 0.861

BP6. Employees satisfactory 0.653

BP7. Customers satisfactory 0.656

BP8. The speed of information transmitting within the organization 0.723

BP9. The ability of grasping market conditions information 0.710

BP10. The extent of authorization 0.682
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4.4 The Comparisons among Different Firms and Different Industries
In this section, the comparisons for variables of firm and industry objectives were

discussed.

4.4.1 The Comparisons among Different Firms

Table 4-13 shows the comparisons of variables for all dimensions among firm
objectives Compal corporation, Taiwan Semiconductor Manufacturing company (TSMC),
Formosa Plastics corporation, and China Steel corporation. It shows that thereis no
significant difference in both the factors of situation appraisal. According to the high
grades of the response, it can be know that all the four firms emphasize the internal and
external environmental appraisal.

In strategy implementation, the four firms have significant differencesin all the three
factors. It indicatesthat TSMC performs better than the other firms.  When implement
strategies, TSMC emphasizes most on swiftness, adaptability, and deceptiveness. It also
shows that Formosa Plastics and China Steel have lower extent agreement on these three
factors.

In strategic control, the four firms have significant difference in intelligence and
security. It showsthat in intelligence, the grades of the response among all the four firms
are somewhat low. In security, TSMC more emphasize it than do others.

In key success factors, the four firms have significant differences in marketing ability,
and have no significant difference in production and delivery ability. It showsthat TSMC
and Compal more stress on marketing ability than do China Steel and Formosa Plastics.
Although the four firms have no significant difference in production and delivery ability,
TSMC perform better than the other firms.

In business performances, the four firms also have significant differencesin financia
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and non-financial performances.

It shows that TSMC perform best in business

performances among all the firms.

Table 4-13 The Comparisons for Variables of Firm Objectives

Dimensions Factor 1 2 3 4 F-Value | Duncan
Compal | TSMC |Formosa| China
Plastics | Steel
(N=12) | (N=12) | (N=15) | (N=21)
Internal 4.681 5.306 4.603 4.681 1.538
environmental
Situation appraisal
appraisal External 5.167 5.417 4,733 4.857 1.602
environmental
appraisal
Swiftness 4.833 5.271 4.183 4.381 5.309 ** |(34,41,12)
Strategy —
] _ |Adaptability 5.017 5.500 4.387 4610 | 3.940* | (341,12)
implementation
Deceptiveness 4.056 4.833 3.000 4.032 7.478 ***| (3,412)
Intelligence 2.980 3.583 2.400 2429 | 3.977* | (341,12)
Strategy control
Security 5.292 5.563 5.083 4464 | 3.969* | (43,312)
Production ability | 5.250 5.844 5.483 5.197 2.039
Key success - —
fact Marketing ability | 4.917 5.528 3.200 4.365 [17.238 ***| (3,41,12)
actors
Delivery ability 5.542 5.208 5.133 4738 | 2.175
Financial 4917 5.375 5.100 4631 | 3.045* |(413,132)
Business performances
performances |Non-financial 4.367 5.567 4.876 4.427 | 4.579* | (134,2)
performances

Note: *:p<0.05; **:p<0.01; ***:p<0.001

To summarize, the business environments of high-tech industry change more rapidly,

and the firms in thisindustry must to respond quickly. Because Compal and TSMC arein

high-tech industry, they respond to the environment more quickly than Formosa Plastics

and Chinese Sted!.

greatly adopt swiftness, adaptability, and deceptiveness in strategy implementation.

It can be known that TSMC performs best in situation appraisal, and it

Due

to the fast changes of environment and strategy implementation, it also emphasize on
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intelligence and security in strategic control. 1t can be known that products of TSMC
belong to I C technology, and over the past decade | C technology has changed so rapidly
that it has changed the way that al companies do business. Demands for higher speeds
and product quality haveincreased. Therefore, TSMC perform best in production ability
demands for faster time-to-market. Also, TSMC firmly believe and practice the
principles that its customers' successes comefirst. So TSMC perform great in marketing
ability to meet the demands of its customer. Through the strategic management process,
it performs best among all the four firms.

Compal, the manufacture of notebook, also belongs to high-tech industry, and it
performs better in situation appraisal, strategy implementation, and strategic control.
Compal perform much better in marketing ability than do China Steel and Formosa
Plastics. Although the Compal isthe OEM firm, the marketing ability is also important.

It can be shown that Formosa Plastics and China Steel are in traditional
manufacturing, they perform worse in situation appraisal, strategy implementation, and
strategic control.  In key success factors, the two companies also perform worse in
marketing ability. But their business performances are better than these of Compal. Itis
in that the performance measure is that the sample firms compare with their main

competitor, firmsin different industries will have different performances.

4.4.2 The Comparisons among Different Industries

Table 4-14 shows the comparisons of the research constructs among high-tech
manufacturing, traditional manufacturing and service industry. It indicates that there are
significant differencesin all the factors, except external environment appraisal and
intelligence. In situation appraisal, firmsin high-tech and traditional manufacturing

industries stress higher on the internal environmental appraisal than do firmsin service
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industry.  Firmsin high-tech manufacturing perform the highest emphasisin internal

environmental appraisal.

It can be known that the competitive environment of the

high-tech manufacturing is more rough and changeable. So these high-tech firms have to

check the internal environmental constantly to make sure they won't be beaten by others.

Table4-14 The Comparisons for Variables of Industry Objectives

performances

Dimensions Factor 1 2 3 F-Value |Duncan
High-tech Traditional Service
Manufacturer|Manufacturer| Industry
(N=83) (N=72) (N=48)
Internal 4.769 4.694 4.222 3.980 * (3,21)
environmental
Situation appraisal
appraisal External 4.988 4.910 4.469 3.024
environmental
appraisal
Swiftness 4551 4.476 3.651 11.421 ** | (3,21)
Strategy
] _ |Adaptability 4.918 4.756 4,292 4,111 * (3,21)
implementation
Deceptiveness 3.932 3.931 3.104 8.271 ** | (3,21)
Intelligence 3.048 2.40 2.724 0.204
Strategy control
Security 4.976 4.837 4.120 7.261 ** (3,21)
Production 5.273 5.267 4,510 10.261 *** (3,12)
ability
Key success
Marketing 4.884 4.301 4.313 5.714 ** (21,3)
factors ability
Delivery ability 5.028 4.855 4.083 9.180 *** | (3,12)
Financial 5.039 4.826 4.021 15.822 ¥+ | (3,21)
Business performances
performances |Non-financial 4.981 4.811 4.388 5.116 ** (3,21)

Note: *:p<0.05; **:p<0.01; ***:p<0.001

In strategy implementation, three kinds of firms have significant differencesin the

swiftness, adaptability, and deceptiveness.

all these three kinds of actions to implement their strategy.

It shows that high-tech firms most emphasize
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average, firms stress higher on the adaptability factor among these three factors.
Therefore, on the rapidly changed environment, it isimportant to be more adaptable.

In strategic control, three kinds of firms have significant differencesin security, but
have no significant difference inintelligence. It aso shows that high-tech firms most take
the security as the most emphasisitem. Asthereisno significant differencein
intelligence, it could be inferred that firms tend to response low about intelligence. Even
there are spy actions in the companies, but these actions must be kept confidential.

In key success factors, the three kinds of firms have significant differencesin
production, marketing, and delivery ability. It indicates that firms of manufacturing
pursue higher on production and delivery ability and firms of service emphasize higher on
marketing ability.

In business performances, it shows that three kinds of firms have significant
differences in both financial and non-financial performances. It shows that the high-tech
firms perform best among the three.

To sum up, the research results show that high-tech and traditional manufacturers
tend to perform better in adoption of Sun Tzu's principles of situation appraisal, strategy
implementation, and strategic control. These firms also perform higher in production and
delivery ability, but not in marketing ability. It can be known that since their business
environments change more rapidly and their products are more standardized, these firms
tend to perform well in these variables. In addition, because they are outstanding in these
dimensions, their business performances are great. The firms of service industry do not
perform as good as other two kinds of firmsin the main variables, but perform better in
marketing ability. It can be known that the firms of service industry provide nice service
instead of physical products, so they must pay more efforts to promote their products.

As many scholars have addressed that different firms adopt different kind of
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management systems (Ouchi, 1981; Pascale and Athos, 1981; Buckley and Mirza, 1985).
Some scholars advocate that combinations of environment and structure fit better than
others for firms to compete (Bartleet and Ghoshal, 1989; Ghoshal and Nohria, 1993).

Also firms change the way to implement the strategy according to the changes of
environment, and their business performances will very indeed (Gupta, Rgj and Wileman,
1986; Olson, Walker and Ruekert, 1995). Vasconcellos and Hambrick (1989) has
addressed that in different industry, there are different KSFs that the firm perform well will
lead to the higher performances. These statements are the same with the analysis results

of thisstudy. Therefore, we can conclude that H6, H6a, and H6b are partly supported.
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4.5 Interrelationships between Variables

In this section, the interrelationships between different variables are evaluated. This
study will test the interrelationships between Sun Tzu's principles of situation appraisal,
strategy implementation, and strategic control, and key success factors. Canonical

correlation analysis will be used to test the interrel ationships.

4.5.1 Interrelationships between Situation Appraisal and Strategy | mplementation
Asshown in Table 4-15, Table 4-16, and Figure 4-1, the first canonical correlation
model between situation appraisal and strategy implementation is significant. Therefore,

the results of the first model will be analyzed.

Table 4-15 Canonical Correlations between Situation A ppraisal
and Strategy | mplementation

Model |Eigenvalue|Cumulative] Canon. |[Canon.R?| F-Value P-Value
EXxp. Cor.
Variance
(%)
1 2.064 99.38 0.821 0.674 50.261 0.000 ***
2 0.013 0.62 0.113 0.013 1.283 0.280

Note: *:p<0.05; **:p<0.01; ***:p<0.001

Regarding the interrelations between situation appraisal and strategy implementation,
firms scanning the internal and external environments well will emphasize on swiftness,
adaptability, and deceptivenessin strategy implementation (CAN R?*=0.674, F=50.261,
p=0.000, RI=41.19%). It also shows that situation appraisal consists of internal and
external environment appraisal, and the explained variance amountsto 52.76%. Strategy
implementation includes swiftness, adaptability, and deceptiveness, and the explained

variance amountsto 41.19%. Inferred from the above results, it is clear that
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interrelationships do exist between the factors of situation appraisal and those of strategy

implementation.

Table4-16 Canonical Loadings of Situation Appraisal
and Strategy | mplementation

Situation Appraisal Canonical Loadings (W1)
) Internal environmental appraisal 0.920*
Covariates - -
) External environmental appraisal 0.848*
Variable
Pct Var DE 78.33%
RI 52.76%
Strategy Implementation |Canonical Loadings (V1)
Swiftness 0.823*
Dependent|Adaptability 0.962*
Variable |Deceptiveness 0.481*
Pct Var DE 61.15%
RI 41.19%

Note: *: canonical loadings 0.3; means the important factors.

4.5.2 The Interrelationships between Situation Appraisal and Srategic Control
Asshown in Table 4-17, Table 4-18, and Figure 4-1, the first canonical correlation
model between situation appraisal and strategic control issignificant. Therefore, the
results of the first model will be analyzed. It showsthat as firms scanning the internal
and external environment, they tend to adopt security in strategic control (CAN R?=0.360,
=24.951, p=0.000, RI=17.73%). It aso shows that situation appraisal consists of internal
and external environment appraisal, and the explained variance amounts to 28.34%.
Strategic control only includes one factor, security, and the explained variance amounts to
17.73%. From the above results, it is clear that interrelationships do exist between the

factors of situation appraisal and those of strategic control.

83



Table4-17 Canonical Correlations between Situation Appraisal
and Strategic Control

Roots |Eigenvalue|Cumulative| Canon. |Canon.R?| F-Value P-Value
Exp. Cor.
Variance
(%)
1 0.563 99.85 0.600 0.360 24.951 0.000 ***
2 0.001 0.15 0.029 0.001 0.172 0.679

Note: *:p<0.5; **:p<0.01; ***:p<0.001

Table 4-18 Canonical Loadings of Situation Appraisal and Strategic Control

Situation Appraisal Canonical Loadings (W1)
) Internal environmental appraisal 0.887*
Covariates - -
) External environmental appraisal 0.887*
Variable
Pct Var DE 78.68%
RI 28.34%
Strategic Control Canonical Loadings (V1)
Intelligence 0.077
Dependent :
] Security 0.989*
Variable
Pct Var DE 49.17%
RI 17.73%

Note: *: canonical loadings 0.3; means the important factors

4.5.3 The Interrelationships between Strategy | mplementation and Strategic Control
Asshown in Table 4-19, Table 4-20, and Figure 4-1, there are two canonical
correlation models between situation appraisal and strategic control, the canonical
correlation coefficient of the second model is lessthan 0.5, so the explanation ability is not
significant. Therefore, the results of the first model will be analyzed. 1t shows that there
isasignificant interrelation between strategy implementation and strategic control.  If
firms adopt swiftness, adaptability, and deceptiveness in strategy implementation, they will
emphasize intelligence and security (CAN R?=0.641, F=30.783, p=0.000, RI1=24.13%). It

also indicates that strategy implementation is composed of swiftness, adaptability, and
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deceptiveness, and the explained variance amounts to 29.10%.

intelligence and security, and the explained variance amounts to 24.13%.

Strategic control includes

From the above

results, it is clear that interrelationships do exist between the factors of strategy

implementation and those of strategic control.

Table4-19 Canonical Correlations between Strategy | mplementation
and Strategic Control

Roots |Eigenvalue|Cumulative| Canon. |Canon.R?| F-Value P-Value
Exp. Cor.
Variance
(%)
1 0.696 72.25 0.641 0.411 30.783 0.000***
2 0.268 27.75 0.459 0.211 26.619 0.000***

Note: *:p<0.05; **:p<0.01; ***:p<0.001

Table4-20 Canonical Loadings of Strategy Implementation
and Strategic Control

Strategy Canonical Loadings |[Canonical Loadings
Implementation (W1) (W2)
_ Swiftness 0.905* -0.200
Covariates -
) Adaptability 0.771* -0.496*
Variable
Deceptiveness 0.844* 0.518*
Pct Var DE 70.87% 18.51%
RI 29.10% 3.97%
Strategic Control Canonical Loadings [Canonical Loadings
(V1) (V2)
Dependent |Intelligence 0.531* 0.848*
Variable |Security 0.946* -0.325*
Pct Var DE 58.78% 41.22%
RI 24.13% 8.70%

Note: *: canonical loadings 0.3; means the important factors
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Intelligence

Strategic
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Control

Canonical loadings

No.1 Canonical test

No.2 Canonical test

No.3 Canonical test

A 11, CAN;=0.920*
A 12, CAN;=0.848*
A 21, CAN;=0.823*
A 22, CAN;=0.962*
A 23, CAN;=0.481*

A 11, CAN»=0.887*
A 12, CAN2=0.887*
A 31, CAN2=0.077
A 32, CAN2=0.989*

A 21, CAN3=0.905*
A 2, CAN3=0.771*
A 23 CAN3=0.844*
A 31, CAN3=0.531*
A 32 CAN3=0.946*

Figure4-1 Canonical Relations among Situation Appraisal,
Strategy Implementation, and Strategic Control

To integrate the above three models of canonical correlation analysis, the results are
shownin Figure4-1. It isshown that the interrelationships among the factors of situation
appraisal, strategy implementation, and strategic control are significant and positive.
These results seem to suggest that firms taking higher level of adoptions on Sun Tzu's
principles of situation appraisal tend to perform better on strategy implementation and
strategic control.

The above results have performed some managerial implications. AsSun Tzu
advocated that before fighting, one should evaluate the internal and external environments
(five criteria and seven dimensions), therefore, one can know his relative strong pointsin
Also after one do situation appraisal, they will encounter some

strategy implementation.

changes. Then they will need to do strategic control to get thisinformation in responding

86



to these changes. Therefore, these three kinds of variables will influence each other. In
Sun Tzu'swords:

Know the other, know yourself, and the victory will not be at risk; know
the ground, know the natural conditions, and the victory can be total.

For this reason, the victorious army only enters battle after having first
won the victory, while the defeated army only seeks victory after having
first entered the fray.

That the velocity of cascading water can send boulders bobbing about is
dueto its strategic advantage (shih).

Unless you know the intentions of the rulers of the neighboring states, you
cannot enter into preparatory alliances with them; unless you know the lay
of theland (hsing) its mountains and forests, its passes and natural

hazards, its wetlands and swamps  you cannot deploy the army onit.

From the above discussion, we can conclude that H1, H1a, H1b, and H2 are

supported.

4.5.4 TheInterrelationships between Situation Appraisal and Key Success Factors
Asshown in Table 4-21, Table 4-22, and Figure 4-2, the first canonical correlation
model between situation appraisal and key success factorsis significant. Therefore, the
results of the first model will be analyzed. Regarding the interrelations between situation
appraisal and key success factors, firms scanning the internal and external environments
well will lead to higher production, marketing, and delivery ability (CAN R?*=0.506,
F=28.273, p=0.000, RI=34.66%). It also shows that situation appraisa consists of
internal and external environment appraisal, and the explained variance amounts to 39.65%.
Key success factors include production, marketing, and delivery ability, and the explained
variance amountsto 34.66%. It isclear that interrelationships do exit between the factors

of situation appraisal and those of key success factors.
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Table4-21 Canonical Correlations between Situation Appraisal
and Key Success Factors

Roots |Eigenvalue|Cumulative| Canon. |Canon.R?| F-Value P-Value
Exp. Cor.
Variance
(%)
1 1.023 99.16 0.711 0.506 28.273 0.000 ***
2 0.009 0.84 0.093 0.009 0.866 0.422

Note: *:p<0.05; **:p<0.01; ***:p<0.001

Table 4-22 Canonical Loadings of Situation Appraisal and Key Success Factors

Environmental Appraisal Canonical Loadings (W1)
) Internal environmental appraisal 0.916*
Covariates : -
) External environmental appraisal 0.854*
Variable
Pct Var DE 78.42%
RI 39.65%
Key Success Factors Canonical Loadings (V1)
Production ability 0.976*
Dependent  |Marketing ability 0.772*
Variable Delivery ability 0.713*
Pct Var DE 68.56%
RI 34.66%

Note: *: canonical loadings 0.3; means the important factors

4.4.5 TheInterrelationships between Strategy | mplementation and Key Success
Factors

As shown in Table 4-23, Table 4-24, and Figure 4-2, the first canonical correlation
model between situation appraisal and key success factorsis significant. Therefore, the
results of the first model will be analyzed. It shows that the interrelations between
strategy implementation and key success factors are positive and significant.  If firms
adopt swiftness, adaptability, and deceptiveness in strategy implementation, they will
possess the production, marketing, and delivery ability to succeed (CAN R?*=0.554,
F=21.663, p=0.000, RI=34.66%). It also indicates that strategy implementation is
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concluded of swiftness, adaptability, and deceptiveness, and the explained variance

amounts to 34.64%.
ability, and the explained variance amounts to 38.33%.

that interrel ationships do exist between the factors of strategy implementation and those of

key success factors.

Key success factors consist of production, marketing, and delivery

From the above results, it is clear

Table4-23 Canonical Correlations between Strategy | mplementation
and Key Success Factors

Roots |Eigenvalue|Cumulative| Canon. |Canon.R?| F-Value P-Value
Exp. Cor.
Variance
(%)
1 1.241 98.13 0.744 0.554 21.663 0.000 **=*
2 0.020 1.55 0.139 0.019 1.167 0.325
3 0.004 0.318 0.063 0.004 0.799 0.372

Note: *:p<0.05; **:p<0.01; ***:p<0.001

Table4-24 Canonical Loadings of Strategy |mplementation
and Key Success Factors

Strategy Implementation | Canonical Loadings (W1)
Swiftness 0.827*
Covariates |Adaptability 0.963*
Variable |Deceptiveness 0.515*
Pct Var DE 62.55%
RI 34.64%

Key Success Factors Canonical Loadings (V1)
Production ability 0.956*
Dependent |Marketing ability 0.828*
Variable |Delivery ability 0.690*
Pct Var DE 69.22%
RI 38.33%

Note: *: canonical loadings 0.3; means the important factors
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4.5.6 The Interrelationships between Strategic Control and Key Success Factors

As shown in Table 4-25, Table 4-26, and Figure 4-2, there are two canonical
correlation models between strategic control and key success factors significant.
However, the square of the canonical correlation coefficient of the second model isless
than 0.1, so the explanation ability isnot enough. Therefore, the results of the first model

will be analyzed.

Table 4-25 Canonical Correlations between Strategic Control
and Key Success Factors

Roots |Eigenvalue|Cumulative| Canon. |Canon.R?| F-Value P-Value
Exp. Cor.
Variance
(%)
1 0.573 85.97 0.604 0.364 20.560 0.000***
2 0.093 14.03 0.292 0.085 9.302 0.000***

Note: *:p<0.05; **:p<0.01; ***:p<0.001

Table4-26 Canonical Loadings of Strategic Control and Key Success Factors

Strategic Control

Canonical Loadings

Canonical Loadings

(W1) (W1)
Covariates |Intelligence 0.148 0.989*
Variable |Security 0.997* 0.080
Pct Var DE 50.77% 49.23%
RI 18.50% 4.21%
Key Success Factors | Canonical Loadings | Canonical Loadings
(V1) (V1)
Production ability 0.978* -0.104
Dependent - —
] Marketing ability 0.596* 0.527*
Variable : —
Delivery ability 0.766* 0.514*
Pct Var DE 63.31% 18.45%
RI 23.06% 1.58%

Note: *: canonical loadings 0.3; means the important factors

90




Regarding the interrel ationship between strategic control and key success factors, it is
shown that the interrel ations between strategic control and key success factors are
significant.  If firms adopt security in strategic control, they will keep production,
marketing, and delivery ability astheir key success factors (CAN R?=0.364, F=20.560,
p=0.000, RI=23.06%). It also shows that strategic control includes only one factor,
security, and the explained variance amounts to 18.50%. Key success factors consist of
production, marketing, and delivery ability, and the explained variance amounts to 23.06%.
Interred from the above results, it is clear that inter-relationships do exist between strategic

control and key success factors.

Internal
Environment
Appraisal
External
Environment
Appraisal
A » | Production
= Abilit
RI=38.33% RI=34.64% -
il Key Success Marketing
Adaptability . L tore Ability
Ability

Intelligence

Canonical loadings

No.1 Canonical test

No.2 Canonical test

No.3 Canonical test

A 11, CAN,=0.916*
A 12, CAN;=0.854*%
A 41, CAN;=0.976*
A a2, CAN;=0.772*
A 43, CAN=0.713*

A 21, CAN,=0.827*
A 2, CAN,=0.963*
A 23, CAN,=0.515*
A 41, CAN>=0.956*
A 42, CAN,=0.828*

A3, CAN2=0.690*

A 31, CAN3:0.148
A 32, CAN3=0.997*
A 41, CAN3=0.978*
A 42, CAN3=0.596*
A 43, CAN3=0.766*

To integrate the above three models of canonical correlation analysis, the results are

Strategic Control, and Key Success Factors
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shown in Figure 4-2. It is shown that the interrelationships between the factors of
situation appraisal, strategy implementation, strategic control and key success factors are
significantly positive. These results seem to suggest that firms taking higher level of
adoptions on Sun Tzu's principles of situation appraisal, strategy implementation and
strategic control tend to perform better on key success factors.

The above results have performed some managerial implications. Wing and Perry
(2001) proposed that the ability to scan the environments will produce the KSFs to make
the firms succeed. Some other scholars also addressed that strategy implementation and
strategic control will lead to the KSFs (Grundy, 1996; Pavetti et al., 2001; Rousseau and
Rousseau, 1999/2000; Bamber et al., 1999; Farrell and DeRose, 2000). These statements
are the same with the analysis results of thisstudy. Therefore, H3, H3a, H3b, and H3c are

supported.
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4.6 Relationships among Situation Appraisal, Strategy | mplementation, Strategic
Control, Key Success Factor s and Business Per for mances

For the purpose of empirically investigating the relationships between constructs of
situation appraisal, strategy implementation, strategic control, key success factors, and
business performances, multiple regression was conducted in this study. To formally
examine these relationships, this study used the two various components of business
performances (financial and non-financial) as the dependent variables and the factors of
situation appraisal, strategy implementation, strategic control, and key success factors as

the independent variables to conduct multiple regression analysis.

4.6.1 Relationships among Situation Appraisal, Srategy | mplementation, Strategic
Control, Key Success Factorsand Financial Performances
In this part, this study adopts financial performances as the dependent variable, and
the factors of situation appraisal, strategy implementation, strategic control, and key

success factors as the independent variables in following regression models:

ML Y=a+b, X, +¢&

M2 Y=a+b, X, +¢,

M3: Y=a+b3iX3j + &,

M4: Y=a+b, X, +&,

M5: Y:a+bﬂle +b2iX2j + &5

M6: Y =a+b; X, +by X, + &4

M7: Y =a+b; X, +b; X, +¢&;

M8: Y =a+b; X, +by X, +by Xy + &
MO: Y =a+b; Xy +by Xy +b, X, +&
MI10: Y =a+by,X,; +by Xs; +b, X, + 6y
MIL Y =a+by Xy; +0y Xy +05 Xgj +0, Xy + 6y

Where Y= financial performances
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a = intercept term
bii = regression coefficient
Xy; = factors of environment appraisal, i.e., interna environment appraisal and
external environment appraisal
X = factors of strategy implementation, i.e., swiftness, adaptability, and
deceptiveness

X = factors of strategic control, i.e., intelligence and security

X4 = key success factors, i.e., production, marketing, and delivery ability

£ j=error term

Table 4-27 Regression Models of Financial Performances

Dependent
ariables

Financial performances

Model

M1 M2 M3 M4 M5 M6 M7 M8 M9 M10 | M1l
Independent
variables
Production g gpw 0.50%* |0.43%* 0,49 |0.45** [0.48** |0.42% 0,44
ability
KsFs [Marketing 0.23** 0.23* [0.18* [0.25*** |0.19%** |0.24** |0.19** |0.20**
ability
Delivery ability {0.02 0.02 [0.01 [0.03 |0.01 |0.03 [0.02 |0.03
Internal 0.37%% 0.07 -0.04 |0.06 -0.04
environment
appraisal
SA pp |
Externa 0.21% -0.03 011 |-0.04 -0.11
environment
appraisal
Swiftness 0.31%% 0.15 0.19* 0.16* [0.19*
sl Adaptability 0.40%** 0.09 0.14 0.07 |0.13
Deceptiveness -0.05 -0.03 -0.35 0.02 |0.01
Intelligence -0.06 -0.05 -0.05 |[-0.07 |-0.08
sc
Security 0.43%*+ 0.04 0.03 |[-0.04 |-0.01
R? 0.498 | 0.270 | 0.375 | 0.176 | 0.500 | 0.518 | 0.501 | 0.524 | 0.503 | 0.522 | 0.529
F Value 65.813 | 36.911 | 39.856 | 21.376 | 39.444 | 35.061 | 39.532 | 26.745 | 28.159 | 26.497 | 21.578
P Value 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000

Note: 1. *:p<0.05; **:p<0.01; ***:p<0.001
2. KSFs: Key Success Factors; SA: Situation Appraisal; Sl: Strategy |mplementation; SC: Strategic Control.

Table 4-27 shows the regression results of relationships among factors of situational

appraisal, strategy implementation, strategic control, key success factors, and financial
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performances. Models MI1~M4 show that production and marketing ability of key
success factors, internal and external environment appraisal of situation appraisal,
swiftness and adaptability of strategy implementation, and security of strategic control
have significant influences on financial performances (R°=0.176~0.498, F=21.376~65.813,
p=0.000). Among various variables explaining financial performance, the factors of
K SFs achieve highest explained variance (R*=0.498), followed by the factors of strategy
implementation (R*=0.375), factors of situation appraisal (R>=0.270), and factors of
strategic control (R?=0.170). The factors of strategic control explain the least variance on
financia performances. Thisresult may cause from the insignificant influence of
intelligence. This situation may indicate either that firms do not pay enough attention on
information collection, or that firms do not feel that the method of information collection
as suggested by Sun Tzu is not acceptable to the normal practices of business operations.
Models M5~M11 indicate that production and marketing ability of key success
factors and swiftness of strategy implementation have positive and significant influences
on financial performances (R=0.500~0.529, F=21.578~39.532, p=0.000). In the
integrate model, it shows that firms must take rapid actions in strategy implementation and
the financial performances will be great. Firms also have to make more effortsin
production and marketing ability, because these will help firms get better financial

performances.

4.6.2 Relationships among Situation Appraisal, Srategy | mplementation, Strategic
Control, Key Success Factorsand Non-Financial Performances
In this part, this study adopts non-financial performances as the dependent variable,
and the factors of situation appraisal, strategy implementation, strategic control, key

success factors as the independent variables in following regression models:
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M12:
M13:
M14:
M15:
M16:
M17:
M18:
M19:
M20:
M21.
M22:

Y=a+b; X, +&

Y=a+b, X, +¢,

Y=a+by; X5 +¢&,

Y=a+b,; X, +¢,

Y:a+bﬂle +b2iX2j + &5
Y=a+b; X, +by X5, +&
Y=a+b; X +b; X, +¢
Y=a+b; Xy +by X, +by Xy, + &4
Y=a+b; X;; +by X, +by X, + &
Y=a+by; X;; +by X5 +by Xy + &g
Y=a+b, X, +by X, +by X5 +by Xy + 6y

Where Y= non-financial performances

a = intercept term

bii = regression coefficient

Xy; = factors of environment appraisal, i.e., internal environment appraisal and
external environment appraisa

Xo; = factors of strategy implementation, i.e., swiftness, adaptability, and
deceptiveness

X = factors of strategic control, i.e., intelligence and security

X4 = key success factors, i.e., production, marketing, and delivery ability
£ i = error term

Table 4-28 shows the regression results of relationships among factors of situational

appraisal, strategy implementation, strategic control, key success factors, and non-financial

performances. Models M12~M 15 show that production and marketing ability of key

success factors, internal and external environment appraisal of situation appraisal,

adaptability of strategy implementation, and security of strategic control have significant

influences on non-financial performances (R°=0.191~0.504, F=23.566~67.508, p=0.000).

Among various variables explaining non-financial performance, the factors of KSFs

achieve highest explained variance (R?=0.504), followed by the factors of situation

appraisal (R°=0.452), strategy implementation factors of (R*=0.452), and factors of
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strategic control (R?=0.191). Models M16~M22 indicate that production and marketing
ability of key success factors, internal environment appraisal of situation appraisal,
swiftness, adaptability, and deceptiveness of strategy implementation have significant

influences on non-financial performances (R°=0.512~0.620, F=31.334~56.354, p=0.000).

Table 4-28 Regression Models of Non-financial Performances

Dependent
ariables Non-Financial performances
odel| m12 | mM13 | M14 | M15 | M16 | M17 | M18 | M19 | M20 | mM21 | m22
Independent
variables
Production 0.44%%* 0.23* |0.31%** |0.38** |0.23* [0.23* |0.28** |0.22%*
ability
KSFs [Marketing 0.32%* 0.26%* [0.24%* |0.34%* |0.24%* |0.27%* |0.26%* |0.26%**
ability
Delivery ability |0.02 001 001 [0.03 |-001 [0.02 |0.03 [0.02
Internal 0.55%* 0.36*** 0.33** |0.36*** 0.32%%
environment
appraisal
SA Epp |
xterna 0.21% 0.06 0.07 |0.07 0.07
environment
appraisal
Swiftness 0.01 -0.12 -0.20% 013 |-0.20%*
S| |Adaptability 0.61%* 0.33%+ 0.14 0.31%* |0.13
Deceptiveness 0.10 0.12 0.14 0.18* |0.19**
Intelligence -0.06 -0.08 -0.04 |-0.12* |-0.09
SC
Security 0.45%* 0.09 0.02 [0.02 |-0.03
R? 0.504 | 0.482 | 0.452 | 0.191 | 0.589 | 0.565 | 0.512 | 0.613 | 0.591 | 0.575 | 0.620
F Value 67.508 | 92.983 | 54.690 | 23.566 | 56.354 | 42.496 | 41.412 | 38.473 | 40.193 | 32.782 | 31.334
P Value 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000 | 0.000

Note: 1. *:p<0.05; **:p<0.01; ***:p<0.001
2. KSFs: Key Success Factors; SA: Situation Appraisal; Sl: Strategy |mplementation; SC: Strategic Control.

In these models, the results indicate that swiftness and intelligence have negative
significant influences to non-financial performances. It can be inferred that employees
have to adapt to the rapidly changed internal and external environment in order to achieve

better non-financial performances. They may feel confused or tired, if the
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implementation actions change too often.  Also if the firms take actions too swiftly, they
may lose some important information which isnot even disclosed. Theintelligenceis
about espionage in Sun Tzu's principles of war.  Although the espionage is considered as
immoral, despicable, and unacceptable, the fact remains that it exists (Wee et al., 1991).
Because most people condemn it as unethical, it can be done without being leaked out.
About the integral model, it shows that firms must scan the internal and external
environment, keep their strategy from being known by competitors, plan carefully before
actions, and focus on production and marketing ability, then they will perform well in
non-financial performances, such as employees satisfactory, customers satisfactory, and
transmission of information.

Kanplan and Norton (1992) addressed that strategy implementation will advance
firms to compl ete higher business performances. Kim and Campbell (1995) proposed
that strategic control will impact on business performances. Vasconcellos and Hambrick
(1989) advocated that firms perform better than their competitors on key success factors
will outperform in the competitive market. Comparing the analysis results to previous

literatures, we can conclude that H4, H4a, H4b, and H5 are partly supported.
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4.7 Sructure Equation M odel

The objective of this study isto find out the relationships between Sun Tzu's
principles of wars, key success factors, and business performances.  For the purpose,
Structure Equation Model is used to test the interrelationship of all the variablesin the
integral model.

In this study, 5 indices were used to test the fit of the model. The first one was the
chi-sguare test, the essential for the nested model comparison. A low and nonsignificant
value of chi-squireis considers as good fit to the data. Because the chi-squiretest is
sensitive to sample, the ratio of the model chi-squire to degrees of freedom was used to the
second fit index (Vigoda, 2000). The other fit indices used in this study were the root mean
squareresidual (RMR), the goodness of fit index (GFI), and the adjusted goodness of fit
index (AGFI). Thesmaller the RMR is, the better the fit of the model. A value of 0.05
indicates a close fit (Arbuckle & Wothke, 1999; Vigoda, 2000). GFI and AGFI do not
depend on sample size explicitly and test how mush better the model fits than no model at
al. Thevaue of these two indices should be between zero and 1, and a value higher 0.9
represents very good fit (Arbuckle & Wothke, 1999; Vigoda, 2000). The quality of the
apriori alternative models should rely on the fit indices. However, it does not necessarily
mean that one model is superior or the correct causal model.  Another important criterion
for the quality of the model is the plausibility criterion (Joreskog & Sorbom, 1994). It
means the path coefficients in the model adhere to the general theoretical conception and to
the hypotheses. Therefore, amodel fits the data well, but many of whose theoretical
paths do not support the hypotheses, cannot be defined as correct. Hence, thefit indices
and the theoretical predictions should be taken into consideration.

According to the criterion above, the best model (see Figure 4-3) istested in this

study. Table 4-29 estimates the fit indices of the model. It shows a somewhat big,
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significant chi-square (183.780); the ratio of chi-squire to the degrees of freedom is lower
than 2 (1.935); RMR is0.097, GFI is0.910, AFGI is0.870. Thesefit indicesindicate
moderate fit of this model.

Table 4-29 and Figure 4-3 also provide the structural coefficients for the models.
Most the coefficients of the paths are significant. It shows that situation appraisal has
positive significant influences on strategy implementation (y =0.797); strategy
implementation has positive significant influences on strategic control (3 =0.437); strategy
implementation has positive significant influences on key success factors (B =0.435);
strategic control has positive significant influences on key success factors (B =0.346);
strategy implementation has positive significant influences on business performances (3
=0.305); key success factors has positive significant influences on business performances
(B =0.395). The relationships between situation appraisal and strategic control, situation
appraisal and key success factors, and strategic control and business performances are not
significant at 0.05 confidence level.

As to the relationships between items and dimensions tested in this model, all the
coefficients are significant.  In situation appraisal, firms most emphasize on the capable
managers (item SA2, A =0.784). The other influence items of situation appraisal are
organization systems (item SA3, A =0.761), effective disciplinary procedures (item SA6,
A =0.738) and awise and able leader (item SA1, A =0.724). Therefore, the outstanding
staff takes a great part in organization operation.

In strategy implementation, firms most emphasize on taking preemptive action (item
SI7, A =0.888). The other influence items of strategy implementation are searching for
new and innovative ways (item SI6, A =0.876) and keeping flexible in actions (item SI5,

A =0.822).
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Table4-29 The Results of Structure Equation Model

Relations Coefficients C.R
SAl 0.724 * a
SA2 0.784 * 10.290
Situation appraisal
SA3 0.761 * 10.010
SA6 0.738 * 9.734
SI5 0.822 * 14.849
Strategy implementation SI6 0.876 * a
SI7 0.888 * 16.883
SC6 0.836 * 15.324
Variables
Strategic control SC7 0.939 * a
SC8 0.699 * 11.707
KSF8 0.767 * 13.282
Key success factors KSF14 0.825* 14.905
KSF15 0.908 * a
BP1 0.839 * 17.042
Business performances BP2 0.951 * a
BP3 0.827 * 16.566
Situation appraisal Strategy implementation 0.797 * 9.409
Situation appraisal Strategic control 0.231 1.769
Strategy implementation Strategic control 0.437 * 3.426
Situation appraisal Key success factors 0.047 0.392
Paths |Strategy implementation Key success factors 0.435* 3.417
Strategic control Key success factors 0.346 * 4.217
Strategy implementation Business performances 0.305 * 3.180
Strategic control Business performances 0.022 0.249
Key success factors Business performances 0.395 * 3.866
Chi-Square 183.780 (P=0.000)
Degree of freedom (d. f.) 95
Eit index Chi-Square/ d. f. 1.935
GFlI 0.910
AGFI 0.870
RMR 0.097

Note: 1. *: C. R.>1.96; using a significance level of 0.05, critical ratios that exceed 1.96 would be called significant.

2. a the parameter compared by othersis set as 1, therefore thereisno C. R..

3. the coefficients are standardized

value.
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BP1, BP2, BP3 -- items of financial performances

Figure4-3 The Results of Structure Equation Model

In strategic control, firms most emphasize on actively protect secrets (item SC7, A
=0.939). The other influence items of strategic control are keeping the strategic plansin
security (item SC6, A =0.836) and punishing employees who disclose corporate secrets
(item SC8, A =0.699).

In key success factors, firms most stress on quality control (item KSF15, A =0.908).
The other influence items of key success factors are technical skills of manufacturing
workforce (item KSF14, A =0.825) and process research (item KSF8, A =0.767).
Therefore, the quality of product or service is such aimportant that will lead firmsto
succeed.

In business performances, firms perform greatly on growth rate of profit (item BP2,
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A =0.951). The other items of business performances are growth rate of sales (item BP1,
A =0.951) and rate of return on investment (item BP3, A =0.827).

The results of the structure equation model indicate that the adoptions of Sun Tzu's
principles of situation appraisal, strategy implementation, and strategic control are
significantly relevant to afirm’s acquiring its key success factors and to its financial and
non-financial performances. The indices of GFI, AGFI, and RMR of the model also
indicate that the hypothetical research model fit well to the data and consequently to the

real settings of the company practices.
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Chapter

Discussion, Limitations, and

Future Research directions

This chapter presents the implications of the research findings of this study.
Limitations of the study and recommendations for business managers and future research

are aso included.

5.1 Discussion

The major objective of this study isto test the relationships between the principles of
Sun Tzu’ TheArt of war, key success factors, and business performances. Empirical test
were implemented to verify whether Sun Tzu's principles of war could be adopted to real
business practices, including situation appraisal, strategy implementation, and strategic

control.

5.1.1 Test of Research Hypotheses
According the results of empirical studies discussed in chapter four, the results of the

test of research hypotheses are showed in Table 5-1.

Table5-1 The Results of the Test of Research Hypotheses

Resear ch hypotheses Result
H1: The degree of the adoption of Sun Tzu’s principles of situation appraisal Proven
will directly impact on afirm’ s adoption of Szu's principles of strategy erfect]
implementation and strategic control. P y
H1la The degree of the adoption of Sun Tzu's principles of situation appraisal Proven
will directly impact on afirm’'s adoption of Sun Tzu's principles of strategy fect]
implementation. pertectly
H1b: The degree of the adoption of Sun Tzu's principles of situation appraisal Proven
will directly impact on afirm’s adoption of Sun Tzu’s principles of fectl
strategic control. perfectly
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Table5-1 (Continued)

industries.

Resear ch hypotheses Result

H2: The degree of the adoption of Sun Tzu's principles of strategy Pr
. : N . o , : oven
implementation will directly impact on afirm’'s adoption of Sun Tzu's

A . perfectly
principles of strategic control.

H3: The degree of the adoption of Sun Tzu's principles of situation appraisal, Proven
strategy implementation, and strategic control will directly impact on a perfectly
firm’s obtaining its key success factors.

H3a: The degree of the adoption of Sun Tzu's principles of situation appraisal Proven

will directly impact on afirm’s obtaining its key success factors. perfectly

H3b: The degree of the adoption of Sun Tzu's principles of strategy Pr

. . . ) . o oven
implementation will directly impact on afirm'’s obtaining its key success
factors. perfectly

H3c: The degree of the adoption of Sun Tzu's principles of strategic control will Proven

directly impact on a firm’'s obtaining its key success factors. perfectly

H4: The degree of adoption of Sun Tzu's principles of strategy implementation Proven
and strategic control will directly impact on afirm’s obtaining its business f
performances. partly

H4a: The degree of adoption of Sun Tzu's principles of strategy implementation Proven

will directly impact on afirm’s business performances. partly

H4b: The degree of adoption of Sun Tzu’'s principles of strategic control will Proven

directly impact on afirm’'s business performances. partly

H5: Key success factors will directly impact on a firm's business performances. Proven

partly

H6: There will be significant difference within the adoption of Sun Tzu's
principles of situation appraisal, strategy implementation, and strategic Proven
control, key success factors, and business performances among different partly
firms and different industries.

H6a: There will be significant difference within the adoption of Sun Tzu’s

principles of situation appraisal, strategy implementation, and strategic Proven
control, key success factors, and business performances among different partly
firms.

H6b: There will be significant difference within the adoption of Sun Tzu's

principles of situation appraisal, strategy implementation, and strategic Proven
control, key success factors, and business performances among different partly

5.1.2 Discussion of Major Findings

This study focused on the empirical evaluations of Sun Tzu's principles of war used

in strategy management, key success factors, and business performances and identified the

interrelationships of the above constructs. Results of this study are as follows.

(1) Interrelationships between Sun Tzu's principles of situation appraisal, strategy

implementation, and strategic control (H1~H2)
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It isindicated that there are significant interrelationships between Sun Tzu's
principles of situation appraisal and strategy implementation. Fennelly (1998) has
addressed that through the strategic management, all firms scan the environment,
develop and implement strategies to react to this environment, and seek strategic
control system (performance-related information) to feed back to the process of
formulation and implementation of strategy. Rowe (1994) aso addressed that
strategic control is an ongoing process used to adopt implementation in responsible
to changesin theinternal or external environment. Therefore, It can be shown that
the interrel ationshi ps between situation appraisal, strategy implementation, and
strategic control are positive and significant.

If firms scan the internal and external environments well, they will more
emphasi ze on swiftness, adaptability, and deceptiveness in strategy implementation.
Sun Tzu advocated that one should consider the internal and external environment
factors before waging of war. These factors are moral influence, generalship,
climate, terrain, doctrine, strengths, training, and discipline. These factors are
relevant to the SWOT analysis. After assessing the internal and external factors,
one will determineto attack or defend. If one determines to attack their
competitors, he/she must take the swift actions, keeping flexible, and take deceptive
activities to confuse the competitors. We can understand the meanings of strategy

implementation from Sun Tzu's well known sayings:

In war prize the quick victory, not the protracted engagement.

For gaining strategic advantage in battle, there are no more than
“surprise” and “straightforward” operation. They produce
inexhaustible possibility.

At first be like amodest maiden, and the enemy will open his door;
when ready, seem unready; when nearby, seem far away; and the
enemy will beto late to resist you.”
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The results of this study also shows that there are significant interrelations
between Sun Tzu's principles of situation appraisal and strategic control, including
intelligence and security. Sun Tzu advocated that one should check the internal
and external environment factors before setting up the fight. It means that one
must know the information of oneself, the competitor, and the environment.  After
confirming who to fight with and where to fight, one will size the information by
any ways and keep others from knowing our organization activities. AsSunTzu
said:

Unless you know the intentions of the rulers of the neighboring
states, you cannot enter into preparatory alliances with them; unless
you know the lay of theland (hsing) its mountains and forests, its
passes and natural hazards, its wetlands and swamps  you cannot
deploy the army on it; unless you can employ local scouts, you
cannot turn the terrain to your advantage.

Between Sun Tzu's principles of strategy implementation and strategic control,
the interrelationships are also significant. It has mentioned that one should be
swift, adaptable, and deceptive in strategy implementation. But one should get
enough and great information to make him be flexible in his actions in competition.
Hence, one should not only seize the information from any way, but also keep the
secrets from being disclosed. Sun Tzu said that one can get the information by
espionages. Intoday’s business operation practices, it may be considered as
unethnic and illegitimate. Even if there are such espionage activities, they must be
kept secretive.  But it goes without saying that keep secret isvery important. As
Sun Tzu said, “where a matter or espionage has been divulged prematurely, both the
spy and all those he told should be put to death.”

(2) Relationships between Sun Tzu's principles of situation appraisal, strategy

implementation and strategic control, and key success factors (H3)
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According to results of the canonical analysis, it indicates that Sun Tzu's
principles of situation appraisal, strategy implementation and strategic control have
significant influences on key success factors. As mentioned in previous researches
(Wing and Perry, 2001), the ability to scan the environments will produce the KSFs
to make the firms succeed. Some other scholars also addressed that strategy
implementation and strategic control will lead to the KSFs (Grundy, 1996; Pavetti et
al., 2001; Rousseau and Rousseau, 1999/2000; Bamber et al., 1999; Farrell and
DeRose, 2000). These statements conclude similar results as compared to the
resultsin this study.

These results show that if firm stress on scanning internal and external
environment, keeping swift, adaptable, and deceptive in strategy implementation,
doing strategic control with security and intelligence, they will get the key success
factors, such as production, marketing, and delivery ability. The results are clear
inSun Tzu's The Art of War. He advocated that one will know which key success
factors to focus on by situation appraisal:

He who knows the enemy and himself will never in a hundred
battles be at risk; He who does not know the enemy but knows
himself will sometimes win and sometimes lose; He who knows
neither the enemy nor himself will be at risk in every battle.

In strategy implementation, the swiftness, adaptability, and deceptiveness will

lead the firms to succeed. In Sun Tzu's words:

Therefore, in warfare rely on deceptive maneuvers to establish your
ground, calculate advantages in deciding your movements, and
divide up and consolidate your forces to make your strategic
changes.

Thus, advancing at a pace, such an army islike the wind; slow and
majestic, it islike aforest; invading and plundering, it islikefire;
sedentary, it islike a mountain; unpredictable, it is like a shadow;
moving, it islike lightning and thunder.

Asto strategic contral, it aso has a significant impact on key success factors.
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It isimportant to get the information or security of competitors to know others
relative strengths, therefore we can imitate or learn from them. It is also necessary
to keep others from knowing our key success factors and so that we can keep the
core competence for alonger period.
(3) Relationships between Sun Tzu's principles of strategy implementation and
strategic control, key success factors and business performances (H4~H5)

As shown in previous literatures, Kanplan and Norton (1992) addressed that
strategy implementation will advance firms to achieve higher business
performances. Kim and Campbell (1995) proposed that strategic control will
impact on business performances. Vasconcellos and Hambrick (1989) advocated
that firms perform better than their competitors on key success factors will
outperform the competition. These statements concluded the similar results with
the resultsin this study.

The results of the regression models indicate that Sun Tzu's principles of
strategy implementation have a significant impact on business performances.
Among strategy implementation, deceptiveness has a significant influence on
non-financial performances and swiftness has positive impacts on financial and
non-financial performances. In strategic control, security has positive significant
impacts on business performances.  In key success factors, production and
marketing ability has positive influences business performances. Therefore, in
competing with others, if firms focus on taking actions swiftly, being flexible to
response to the change, keeping secrets from being divulged, and being outstanding
on production and marketing ability, they will succeed and perform higher.

(4) Differences within Sun Tzu's principles of situation appraisal, strategy

implementation, and strategic control, key success factors and business
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performances among different firms and different industries (H6)

According to the results of multivariate analysis of variance (MANOVA),
there are significant differences among different firms and industries on Sun Tzu's
principles of situation appraisal, strategy implementation, and strategic control, key
success factors, and business performances.

This study takes four firms, Cample, TSMC, Formosa Plastics, and China
Stedl, as the samples to test the research hypotheses. It indicates that there are
significant differencesin Sun Tzu's principles of strategy implementation, strategic
control, key success factors, and business performances among these four firms.
The differences in situation appraisal are not significant. It could be inferred that
nowadays the competition between firmsis so intense that the situation appraisal is
an essential part of organization operation among firms. It showsthat TSMC
adopts higher degree of Sun Tzu's principles of strategy implementation, strategic
control, than other three firms. TSMC aso performs best in every key success
factors, except for delivery ability, and business performances. Thereis one thing
needs to be emphasized that Formosa Plastics and China Steel, considered
belonging to the traditional industry, perform badly in most part of the variables.

Based on this conclusion, this study further suggested that, due to the degree
and form of competition may be different, the adoption of Sun Tzu’s principlesin
strategy management, key success factors, and business performances will be
different among firmsin different industries.  After testing the hypothesis H6D, it
has show that here are significant differencesin Sun Tzu's principles of strategy
implementation, strategic control, key success factors, and business performances
among firmsin three different industries (tradition manufacturing, high-tech

manufacturing, and service industries). The results seem to indicate that since the
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manufacturing industries has higher level of adoptions on Sun Tzu’s principles of
situational appraisal, strategy implementation, and strategic control, their firms tend
to perform better on key success factors and business performances than those of

the service.
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5.2 Managerial Implications

In this section, this study will make some suggestions for business managers and
these could be helpful to them to conduct the business operations.

The above results could imply some managerial implication. Business managers are
facing the dynamic environment nowadays, and encountering more and more difficultiesin
decision-making. How to compete in such arough situation is become more and more
important. This research found out some useful principles from Sun Tzu's The Art of War
and these principles are helpful to managers in managing the business operations.

According to the results of this study, we could know that if managements want to do
the situation appraisal, they could focus on the internal and external appraisal. It means
that managers must compare the following factors with others: (1) the leader, (2) the
managers, (3) corporate policy, (4) relative strengths, (5) education and training, (6)
rewards and punishments system, (7) business climate, and (8) the geographic location. If
managers carefully examine these criteria, they will know which competitive competence
they have and how to improve the shortcoming to make themsel ves more competitive than
others.

In these actions of strategy implementation, managers must take swift actions to
make competitors have no time to prepare and defend. Meanwhile, managers must pay
more attention on the reactions of employees. If employees are resistant to the rapid
changes, the goal and the performances may not be completed. Also, if the firm runstoo
fast, the ability of grasping market conditions information could be weakened. Everyone
knows that the competitive environment changes so rapidly, therefore, managers must
make some alternative strategies to adapt to the changes. Only the firms getting well with
the changes can survival and performwell.  Also mangers have to be more deceptive, and

conceal their real intention, therefore, they can defeat competitors in the surprise way.
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As Sun Tuz said that “know others and know yourself,” managers must seek any way
to know the information of others and keep others from knowing our secretes. Itisredly
hard for usto do what issaid above. Therefore, managers have to follow the Sun Tzu's
principles of strategic control to make it work. In order to get other’s information,
managers do not need to use spies or other immoral way, because these ways are not
accepted by most people. But they must care about the essence of these principles.
Managers can acquire information through the suppliers, the customers, the government,
and soon. Also they can get more information of main competitors by hiring their high
level managers. What mangers must care about is to know much about their competitors.
Not only managers have to seek ways to get the information of others, but also they have to
keep theirs information from being known by others.  If competitors know your strategies
or secretsfirst, they will know how to fight back. Hence, managers must take actions to
keep their strategies in secret and punish employees who disclose their firm's secret.

To use Sun Tzu's principles of war in business management will help firms get
essential key success factors and get better business performances. Therefore, it is clear
that every manager should study this classic, and he will how to “win a hundred victories

in ahundred battles’, or even “to subdue the enemy’s army with out fighting at all.”
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5.3 Limitations

Although the research results are interesting, several limitations exist in this study.
These limitations suggest areas and directions for future research. The translated
meanings of principles of the Sun Tzu's The Art of War, the collection of research data, and
the analysis methods all serve to temper the results of this study.

First, Sun Tzu's The Art of War was written in classic Chinese and it is hardly
possible to translate the Sun Tzu’s principlesin vernacular perfectly. Therefore, some of
the meanings may be misinterpreted or missed. Due to the constraints of time and
versions of The Art of War availability, this study adopts the translation version from Ames
(1993), the exactly correct translated meaning may need further validation.

Second, This study collected the research data through mailed questionnaires. It
takes time and efforts to get the answers of the respondents.  In the mean while, there are
so many mailed questionnaires sent to large firms that the pleasure to respond the
questionnairesislow. Therefore, the respond rate islow that results difficulty in testing
the hypotheses.

Third, most of previous studies on Sun Tzu' The Art of War tended to adopt
gualitative method with very few cases for their unit of analysis. Though the empirical
validation in this study have made a breakthrough to the existing literature. However, the
results still need to be replicated in a more general setting to establish external validity of

the conclusions.
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5.4 Recommendations for Future Research
(1) The survey samples
This study took the firms as the survey samples. In the future research, the
middle and small enterprises could be taken as the survey samples. Also the same
guestionnaire or an abbreviated form could be used in the other areas, such as the
Mainland China, Japan and Korea where are deeply influenced by Chinese culture.
(2) The methodology of the study
This study adopted a survey methodology to empirically test the underlying
relationships and hypotheses. This“coarse-grained” approach isexcellent in
capturing statistically significant findings and exploring the “law of the
marketplace” (Harrigan, 1983). However, it may lose some unexplained variances.
Thus, it is recommended that a “fine-grained” methodol ogy, such as intensive case
study or in-depth interviews should be employed to find out the most useful
principles which Sun Tzu had advocated in business management.
(3) Other Chinese classics
There are many great Chinese scholars, such as Confucius, Mencius, Lao Tzu,
Zhuang Tzu, and soon. They also develop many great thoughts.  These thoughts
would be very useful in business operations. Therefore, the future research can
take these thoughts as the research variables and compare these mental philosophies

in the real would business settings.
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Questionnaire of the Application of Sun Tzu’s Principles of War to Srategy
Formulation and I mplementation

Dear Sirs;

This academic questionnaire is to investigate how the Sun Tzu's principles of war to strategic management be applied by the firmsin
Taiwan. We hope to better understand that if the Sun Tzu's principles of war can be used in today’s situation when managers do the
situation appraisal, strategy implementation and strategic control, and how the firms perform on the key success factors and business
performances. It is sincerely invited that you spend a few minutes to complete the questionnaire and return to us at your earliest
convenience. No personal or corporate information will be made public. Please be assured that your answers will kept in strict
confidence and take the time to fill out this questionnaire as accurately as possible. Your help is crucia to this research. We deeply

appreciate your cooperation.
Thank you

Yours faithfully

Chih-Hsiung Chou Wann-Yih Wu

Sudent Professor

I nstitute of BusinessAdministration Institute of BusinessAdministration
National Cheng-Kung Univer sity National Cheng-Kung University
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Part . Principlesfor Situation Appraisal

In order to compete in the business world, we must acquire all the information then plot the most suitable strategy. As Sun Tzu said “know the other, know yourself, and the victory
will not be at risk; Know the ground, know the natural conditions, and the victory can be total”. Therefore, we would ask you to consider what principles you adopt usually in the
Situation appraisal.

® Please consider the level of adoption of the following principles in situation appraisal in your firm.
® Please check the appropriate boxes.

Level of Adoption
Principles Nearly Nearly |Extracted from the Sun Tzu'sArt of War (for your reference when you
none always |answer the questions)

1 2 3 4 5 6 7

- - . - . @)
1. The leader is wise and _capablt_e,_and able to gain th.e morel SUppOft O.f his subo_rdmates O O O O U O O The way (tao) is what brings the thinking of the people in line with their superiors. Hence, you can send
so much so that they will be willing to accompany him through the thick and thin of them to their deaths or let them live, and they will have no misgivings one way or the other.
battles.

2. The managers have the characteristics of wisdom, integrity, humanity, courage and OoOoOoOoo ol®

Command is a matter of wisdom, integrity, humanity, courage, and discipline.

discipline. @
The side on which the commander is able and the ruler does not interfere will take the victory.
- - - — - @)
3. The main pomts of management e_lre .eﬁec.tlve pO|ICIES, p.rog rams, Opera.tln.g D D D D D D D Regulation entails organizational effectiveness, a chain of command, and a structure for logistical support.
procedures, channels of communication, lines of authority, and responsibility. @

Do not intercept an enemy that is perfectly uniformin its array of banners; do not launch the attack on an enemy that is
full and disciplined in its formations.
(©)

It is organization that makes managing many soldiers the same as managing a few.

- - - @

4.The company has its relatlvg strengths .In terms of resources, S':JCh as mappower, O O O O U O O When ten times the enemy strength, surround him; when five times, attack him; when double, engage him; when you
management, money, machines, materials, methods of production (including and the enemy are equally matched, be able to divide him; when you are no match for the enemy, be able to avoid him.
technology), and markets served. These variables from the company’s competitive
edges are advantages to being big and strong.

- — - - — - @
5. \é\c/::f]ic\;\:aer:lcteramEd personnel, the firm engages in more activities with greater O O O O O O O |7 eitisnotnumbers e five theacventage. 11 you o not advence reckssly.
. @

Heisthus able to select the right men and exploit the strategic advantage (shih).

- — - @
6. The company has .a‘more effective dISCIPImary procedure and reward and punlshment O O O O O O O Meting out too many rewards means the enemy isin trouble, and meting out too many punishments means heisin
system, therefore it is more geared towards higher performances and in a stronger direstraits.
position to compete. @

If you punish troops who are not yet devoted to you, they will not obey, and if they do not obey, they are difficult to
use. But once you have their devotion, if discipline is not enforced, you cannot use them either.

7. The firm takes into account the various changes in the business and economic OoOoOoOoool®

. . . . . R Climate is light and shadow, heat and cold, and the rotation of the seasons.
environment just outlined and adapt its strategies accordingly.

n n ey T T T @)
8. Whe_re the flrm IS loc_ated and p_o_smonEd in the marketplace IS one Important fact when D D D D D D D Terrain refers to the fall of the land, proximate distances, difficulty of passage, the degree of openness, and the viability
the firm considerate its competitive competence. of the land for deploying troops.
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Part . Principlesfor Strategy |mplement

Sun Tzu would prefer that open combat be avoided and only used as a measure of last resort. If combat is unavoidable, it is important to ensure one's invulnerability.  According to
Sun Tzu “The victorious army only enters battle after having first won the victory, while the defeated army only seeks victory agter having first entered the fray.”  Invulnerability to defeat
can be attained through careful and detailed prior combat preparations and planning and by the strategy implementation state. Therefore, we would ask you to consider what principles
you adopt usually in the strategy implement.

® Please consider the level of adoption of the following principles in strategy implementation in your firm.
® Please check the appropriate boxes.

Level of Adoption

Principles Nearly Nearly |Extracted from the Sun Tzu’sArt of War (for your reference when you answer
none2 . al(\slvays the questions)
1 4 5 7

- . - @)
1 AttaCkmg at the most approprlate and suitable moment. Oo0Oooooad That abird of prey when it strikes can smash its victim to piecesis due to its timing.

- - — - @)
2 A.ttad.(mg in the correct tlmmg to make our force to eprOIt the advantages of the bcoooood Generally he who first occupies the field of battle to await the enemy will be rested; he who comes later and hastensinto battle

situation. will be weary.
— - o)

3. ﬁgzleef\(tl r(])? tlsl')]{]r;etr(?)(/j g\fl;((:)trljogfsfet((z)tI(\)/\éedr\gfl’;enlgle;haenznreer:;)l/l :tr(;?yt(r)nc(ieggﬁ l‘t(:lse enemy the Ooooodaod That the velocity of cascading water can send boulders bobbing about is due to its strategic advantage.
4. Aiming to complete the whole campaign within the shortest time possible. Ooooooogol®

If battle s protracted, your weapons will be blunted and your troops demoralized. If you lay siege to awalled city, you exhaust
your strength. If your armies are kept in the field for along time, your national reserves will not suffice.

5. Being flexible in our actions with respect to strategic and tactical variationsinorderto |0 0 O O 0O 0O 0O | )Thepos_“oning (nsing of troops can b lkenee o wter: st s the flow of ter avods high ground and ushes o thelowes

gain maximum advantage of changing circumstances. point, so on the path to victory avoid the enemy's strong points and strike where he is weak.

(@)
For gaining strategic advantage (shin) in battle, there are no more than “surprise” and “straightforward” operation. They produce
inexhaustible possibility.

T T - - @)
6. Constantly SearCh!ng for new and innovative ways of meetmg the Cha”enges offered Oooooodao Thus one's victoriesin battle cannot be repeated- they take their form (hsing) in response to inexhaustibly changing
by the ever-changing circumstance. circumstances.
@
He makes changesin his arrangements and alters his plans, keeping people in the dark. He changes his camp, and takes
circuitous routes, keeping people forms anticipating him.

7. Being very responsive to changes in situations, as well as able to take preemptive Ooooooool®
action. @

There are commands from the ruler not to be obeyed.

Thus, if the way (tao) of battle guarantees you victory, it is right for you to insist on fighting even if the ruler has said not to,
where the way of battle does not allow victory, it is fight for you to refuse to fight even if the ruler has said you must.

- T - T T - T @)
8. Concernlng about Changes in the environment in the Implementatlon of StrateQIeS' obooooad The appropriate season is when the weather is hot and dry; the appropriate days are those when the moon passes through the

constellations of the Winnowing Basket, the Wall, the Wings, and the Chariot Platform.

9. Anticipating the reaction of competitors so that men and resourcescanbeaccurately [ O O o 0O O o |?

.. . To be able to take the victory by varying one's position according to (yin) the enemy’s is called being inscrutable (shen).
deployed for the decisive win.

10. Achlevmg distinct advantages in combat throth the use of baltS, which can brmg the ooodoodad ( )Thustheapenalgatinglheenemytu make his move shows himself (hsing), and the enemy is certain to follow. He baits the

competitor to where you want to ﬁght. enemy, and the enemy is certain to take it. In so doing, he moves the enemy, and liesin it for him with his
full force.

11. Confusing the competitor about your real intention and lower the defensesofthey |00 O O O o 0o O |
enemy and indirectly encourage his arrogance. @

Therefore, when able, seem to be unable; when ready, seem unready; when nearby, seem far away; and when for away, seem near.

At first be like amodest maiden, and the enemy will open his door; after ward be as swift as a scurrying rabbit, and
the enemy will be to late to resist you.

12. By surprising competitors, the firm catches the competitor off guard and unprepared. |0 OO0 O O O O O |?¥

He who first understands the tactic of converting the tortuous and the direct will take the victory. Thisis the art of armed contest.
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Part . Principlesfor Strategic Control

When a strategy is developed and implemented, we must also make the outcome under control. Therefore, we must collect, collate and analyze the information in the on hand and
prevent the leakage of information in the of the. As Sun Tzu said “Thus the reason the farsighted ruler and his superior commander conquer the enemy at every move, and achieve
success for beyond the reach of common crowd, is foreknowledge.” Therefore, we would ask you to consider what principles you adopt usually in the strategic controls.

® Please consider the level of adoption of the following principles in strategic control in your firm.
® Please check the appropriate boxes.

Level of Adoption
Principles Nearly Nearly |Extracted from the Sun Tzu'sArt of War (for your reference when you
none always |answer the questions)

1 2 3 4 5 6 7

1. Using the local agents (i.e., local people and local organization) to get information on (6}
o ; O o0Oo0o0o0ooao
the characteristics of the local agent’ homeland. @

( ) Unless you can employ local scouts, you cannot turn the terrain to your advantage.

Local spies are the enemy’s own countrymen in our employ.

2. Using inside agents (i.e., the employees or important people in enemy’s organization) Oo0oo0oo0Dn ()
to spy on the state of affairs of inside agents’ firm and to sow discord among loyal
official, as well as between such officials and the leader.

( )

Inside agents are enemy officials we employ.

3. Using double agents (i.e., the intelligence agent from enemies) to know the OO0 ooaoo @
competitor’s secrets, to recruit and communicate with the other types of agents, and to @

. . P . . - B It is necessary to find out who the enemy has sent as agentsto spy onus.  If we take care of them (yin) with generous
assist |r(] the mflltratlon Of the c)ompetltor Wlth Other SpleS. bribes, win them over and send them back, they can thus be brought into our employ as double agents.
(©)

Double agents are enemy spies who report to our side.

The ruler must have full knowledge of the covert operations of these five kinds of spies.  And since the key to all
intelligence is the double agent, this operative must be treated with utmost generosity.

- - - @
4. USIr.]g doomed age_nts (i-e., our employees who likes to spread news)_to spreaq O O 0O 0O O 0o g Expendable spies are our own agents who obtain fake information we have defiberately leaked to them, and who then
fabricated information on the company that we leak out to the competitors to mislead passit on to the enemy spies.

them.
( )

5. Using living agents (i.e., our employees worked in the enemy’s firm for a period then @
= ] O O ooOooo o
come back) to observe the competitor's movement, to understand their strengths and
weaknesses, to pilfer their plans and state secrets, and to smuggling relevant
information out of the competitor’s territory.
( )

Unexpendable spies are those who return from the enemy camp to report.

- - - - )
6. Knowing that at a strategic level, the strategic plan should be guarded with utmost OO0 o0o0oon

Heisableto blinker the ears and eyes of his officers and men, and to keep people ignorant.

security. @
Give the troops their charges, but do not reveal your plans; Get them to face the dangers, but do not reveal the
advantages.
- " - @)
7. Takmg active measure to protect secrets and not to leave them to some third party. I:\ |:| \:‘ I:\ |:| \:‘ I:\ For this reason, on the day adeclaration of war is made, close off the passes, destroy all instruments of agreement,
and forbid any further contact with enemy emissaries.
. — - o)
8. Using strong and punitive deterrents for those who disclose corporate secrets. Ooo0O0Oo0oOon Where amater of esionage has been divulged premeturely, both the spy and ll thos e told shoul be put 0 e,

— - - — - - @
9. Putting its competitors into a move difficult guessing game by being adaptable and OO0 oOO00oOo0

. . R He makes changesin his arrangement and alters his plans, keeping peoplein the dark.
flexible in the use of strategies. @

He changes his camp, and takes circuitous routes, keeping people from anticipating him.
3)
The ultimate skill in taking up a strategic position (hsing) is to have no form (hsing).  If your position is formless
(hsing), the most carefully concealed spies will not be able to get alook at it, and the wisest counselors will not be able
to lay plans against it.
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Part . Key Success Factors

Compared to the industry average, how would you rate your firm’s competitive advantages according to the following attributes? Relatively Relatively
worse better
12345867
1. Image (goodwill, prestige, and attitude in the minds of the CUSIOMEIS)....... ...t e e e e e e Ooooogoaog
2. Marketir(19 Ability (ability to persuade)z customers, knowledge of marketing and buyer behavior)..............ooo e OoooQgoao
3. Advertis(ing and sales promotion........... ) ................................................................................................................................................................. OoooQgoao
4. Product research and development (activities directed towards modifying improving, adding new features to , and developing new products)..............cocveviinnennn. OooooOooao
5. Serv(ice (install(ation, coaching the c)ustomers i)n USing the Product, NG FEPAIIS)... ... ... e et et e et e e e e e et e es e ee e et e en e ee e aeeen e eseaeeans Ooooooao
L =T =] Yo oo 1) £ PP OoooQgoao
0 e oot o) oo LU T Ooooogoaog
8. Process research (engineering activities directed toward efficiencies in the way the products are manufactured).................cooooiiiiii Oo0oooOgoaog
9. Firm siz(e (to exploit economies z)f £S]07 1T ) Ooooooao
10. Custor(ner financi(i]g (financial arrangements )offered by the organization to customers in order to increase their purchasing power or facilitate the terms of sale)..... Oooooooao
11. Flexible ability Of PrOOUCTION... .. ... i e e e et e et et e et oot e e et e e et e e et e e he e e e et eeeee eeeat e ee et eeeat e eeas seetae e e e as eeeaneeeaaeeeeae Ooooogoaog
12. Distribution (transportation, warehousing, and expediting). (ability to maintain low distribution costs and to assure that deliveries are made on the right dates ... ... O
and in the right quantities)
13. Locatior(l of manufacturing facilities (efficient proxim)ity to market; to transportation means; or to raw materials and 1abor)..............oooii i |
14. Technical skiils of manufacturing v)vorkforce (technical skills and level of expertise of workforce in the manufacturing plant).............oooii e O
15. Quality t:ontrol (ability to r)naintain uniformly high level of OUIPUL QUATTLY)... ... ...etiit it Ooooooao
16. Purchasing (ability to obtain access to low-cost or reliable SOUrces of INPULS)..............oiiiii OoDooooo
17. Labc()r r?Iations (few sto)ppages and interrupt)ions in plant production; low level of turnover, lateness and absenteeism)................coociiiiiiiiiii Oo0oooOgoaog
18. Others:
( )
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Part . Business Performances

Compared to the main competitor, how would you rate your firm’s performances according to Relatively Relatively

the following attributes?
worse better

1 2 3 4 5 6 7

1. Growth Of SAIES........iveiiiii i O 0O 0O o oo O
2. Growth of Profit..........ooii i O 0O oo oo o
3. RETUIMN ON INVESIMEN. ... ..ttt it ettt et e et e e e e e 0 O N o O i I R I
4. PrOQUCHIVIEY ... vt e e e e O 0O 0O o oo O
5. Brand @WAIENESS. .....cuuiit ittt e e e O 0O oo oo o
6. EMployees SatiSTaCtory..........coivi it O 0O oo oo g
7. Customers SatiSfacCtory............ocvii i O 0O 0O o oo O
8. The speed of information transmitting within the organization............................ O O o0oooo o
9. The ability of grasping market conditions information..................cooeviviiiiiinnne. O 0O 0o o o o g
10. The extent of aUthONZatioN..............ooiiiii O 0O 0O o oo O
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Part . TheCharacteristics of the Conglomerate

1. Industry: O Technological manufacturing 0O Ordina manufacturing 0O Service industry
(Please illustrate main business)

2. History: o 10 0 11-20 0 21-30 O 31-40 0 41-50 o 51
(Years)

3. Annual average net sales: O 50 0 51-200 O 201-400 O 401-600 0 601-800 0o 801
(New Taiwan Dollars/hundred million)

4. Employees: O 500 0 501-2,000 00 2,001-4,000 O 4,001-6,000 O 6,001-8,000 O 8,001
(People)

Part . Personal Information

Now that you have filled the questionnaire, we sincerely appreciate your time and efforts to answer the above questions.  Your answer will be treated in strictly

confidence.  For our information, would you please indicate the following questions:

1 Sex: 0O Mae O Female

2. Marriage: O Single O Married

3. Age:(Year-old) o 30 0O 31-40 O 41-50 O 51-60 o 6l

4. Education O Elementary school O Junior high school O Senior high school O Vocational school O University 0O Graduate school
background:

5. Position: 0O Top-level manager 0O Middle-level supervisor O Low-level director O Others:

Please check again to verify that you havefilled all theitems. Please staple the questionnaire and return the questionnaire through mail (the postage is paid).

Thank for your time and good luck!
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