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Preface

The capability of modeling business strategy is important to planning and is called
a “strategic business model.” The technique was introduced by Michael Porter in
his value-adding model of business transformations (Porter, 1985). This book
describes advances in the technique, including Jay Forrester’s earlier approach of
depicting the control of business operations (Forrester, 1961).

The importance of a strategic business model as a technique is to assist in
discriminating between strategy as “wishful-thinking” and as “future-reality.”
The major difficulty to successful strategy is (1) to get from the reality of the
present and (2) to a desirable future, eventually made real. Wishful thinking is not
sufficient as strategy.

For example, in strategy a business is urged to formulate a mission statement.
And often such a mission statement has been “to serve customers and benefit
stakeholders.” And while the intent is desirable (all businesses should serve cus-
tomers and create profit), it is, in practice, not very helpful. It is an obvious wish,
but without operational detail. Which customers and how to provide value to
them now and in the future — this is the first real question. Which stakehold-
ers (shareholders, executives, management, labor, public good) and how much to
each — this is the second real question. Strategic business models provide a basic
technique to figure out, in detail, the realities of the present and the future.

What is unique about this book on strategic modeling is that it provides an
analytical technique of six different types, for modeling both manufacturing and
financial firms. Previous business modeling did not have this capability, modeling
only manufacturing firms. It also enables modeling of conglomerate firms, such
as Amazon and Berkshire Hathaway.

Strategic business models are important to understand the transformative
operations of an enterprise system for competitiveness in the present and in the
future. We will study this technique by applying it to real business cases, some suc-
cessful and some problematic, and we will see how the reality of the future tested
their strategic business models.
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