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‘Richard Jones is, for a broadcaster like me, on the fast dial for comment about almost everything. I am, like most of my breed, lazy and a skimmer. Richard always places the context and arrows the opinion. So this is so appropriate – genius conflated into something you can understand. A bit like Richard, really.’


Michael Wilson – Director of Business and Economics Editor, Arise Global Networks


‘Good strategic thinking is often preached; here are some good questions and frameworks for practitioners.’


Peter Davidson, FREng – Formerly Senior Innovation Advisor to


the Department for Business, Enterprise and Regulatory Reform (BERR) and Department for Innovation, Universities and Skills (DIUS)


‘Strategy is one of those topics that many people talk about without having much idea what they mean. Richard Jones is one of the exceptions. His latest book gets straight to the point and you can see that this is someone who not only understands the topic and can explain it well, but has actually done these things and put into practice the stuff he talks about. A very good book; I recommend it strongly.’


Peter Hiscocks – CEO Judge Business School Executive Education, University of Cambridge




INTRODUCTION


Chances are your company’s strategy is broken… or you haven’t actually got one.


In a world that changes faster and faster, the survival of a company relies on creating and executing an effective strategy. The truth is that many companies are not asking the big questions they need to face in order to survive. Don’t believe that? Fifty-seven companies stayed in the Fortune 100 for the 20 years to 1990. Only 26 managed to survive the next 20 years. Bottom line: it’s harder to survive and ultra-competitive market conditions mean businesses need to make better strategic decisions.


The scary fact is that most businesses don’t have a coherent strategy. That seems a ridiculous statement doesn’t it? So let’s explore that further. First question is to you then. Can you describe your company’s strategy? Take a moment and think about what you would tell someone. I’ve asked this question to more than 2,500 executives.


The most popular answer is, ‘we’re working on a new one’. The follow-up question asking them to describe the ‘old one’ is, more often than not, met with a blank stare.


The second most common answer tends to be a rambling description of a PowerPoint® presentation where the person struggles to remember even the main pillars of the strategy.


Okay, you’ve had a chance to think about your familiarity with your company’s strategy – let’s look at this in more detail.


If your answer is something like ‘increase revenues’, then can you show me a company on the planet with the strategy to reduce revenue? I thought not, but several people have expressed that as their company’s strategy! Now you’re not alone in this.


If your answer is along the lines of ‘people first’ or ‘progress through ideas’ (again real responses I’ve received), then I’d respectfully suggest that you have a strapline not a strategy.


If the ‘strategy’ is ‘to increase sales by 5 per cent year on year’ then you don’t have a strategy – you have a rolling budget. This is perhaps the biggest sin in strategy as you are essentially creating expectations for this year based on what happened last year. It’s like driving a car only looking in the rear view mirror. If the road bends or there is some unexpected obstacle then you’re going to have a nasty surprise.


Let’s assume that you have something that is more thought out than some of the real examples above. Time for the hard question. Alongside the fine words about conquering new territories, refreshing product ranges or indeed whatever has been defined, is there any mention of how these objectives will be achieved? The reason this is important is that if the ‘how’ has not been considered, there is a chance the strategy itself is unachievable. I’m not saying this is definitely the case, but again I’ve seen plenty of audacious strategies that have been defined without sufficient thought to how they might be delivered.


Now it’s true that the job of the organization is to execute strategy but some thought about the ‘how’ must have taken place or you risk having unrealistic expectations and an organization that is going to struggle to deliver. Execution may require short-term actions to re-deploy staff, increase some activities while reducing others. There may be mergers or acquisitions needed. In the longer term, the underlying skills and capabilities may need to evolve to match changes in the business environment and/or new areas to be exploited. If the challenges, costs and impact, etc. of doing these have not been factored into creation of the strategy then the risk of failure is multiplied exponentially. The problem is then that the strategy looks great on paper or projected in the board room but the failure to consider the bottom-up execution is hidden. The problem only becomes obvious when the company fails to progress as expected, or lurches into trouble.


Classic strategic thinking is flawed


Some of the classic strategic approaches are not exactly dead but they certainly have been struggling to deliver the right answers in times of significant change. Royal Bank of Scotland, Kodak, Polaroid, Saab, General Motors, Chrysler, Jessops, Blockbuster (and an ever-growing list of household names) didn’t veer towards bankruptcy through a lack of intellectual horsepower. It happened because they failed to position themselves correctly for the changing circumstances around them.


Strategy is for every manager


The strategy of an organization should be felt at every level. Think about this. If someone in the guts of an organization doesn’t understand the overall strategy then how can you expect them to work in a way that is consistent with it? There will be some parts of the strategy that are more sensitive/secret but if your company is trying to build high-quality cars (e.g. Volkswagen) then someone running a plant to get the maximum number of cars out of a factory, regardless of their quality, is doing the wrong thing!


Wherever you are in an organization your job is to understand (and challenge where appropriate) strategic objectives imposed on you and create a coherent strategy for how your piece of the jigsaw will deliver what is required. The only difference over time is that the scope of what you are managing will increase.


If you’re lucky then you’ll also be part of the larger scale strategic discussions. This can allow you to really make a difference (as well as it being incredibly satisfying).


The rest of this book will help guide you through a little of the classic thinking but also a huge amount of cutting-edge thinking about how to formulate and execute strategy.




ABOUT THIS BOOK


This book is laid out so that each chapter can be read as a standalone piece. However, the chapters are structured with a logical flow to take you through the different steps in the journey of formulating and executing strategy. It is not exhaustive in that certain areas will not be covered in detail as they are already well understood by most business people. However, the book will mention these to signpost some of the other important parts to the discrete steps in formulating the strategy.


Why companies are deluding themselves about strategy


This looks at how companies are failing to develop and share effective strategies – instead basing their direction on straplines and/or rolling targets of the types discussed earlier. A chapter also looks at the problem of strategies not being communicated down through the organization.


What should strategy be?


This section looks at what a strategy should contain, the balance between ‘me too’ and real stretch objectives and finally how you focus the whole organization around a strategy.


What goes wrong?


In this section, the chapters cover some of the classic ways that businesses are destroyed. It looks at the dangers of success, where a company like Kodak is doing so well it becomes a serious challenge to recognize and accept the need for significant change. Especially if this change will sacrifice revenues. It also talks about disruptive technologies and the way they frequently allow established players to become de-positioned by new entrants.


Disruption and how to survive it


With the accelerating impact of new technologies, this section looks deeper at what disruption is and what it means for companies. It then goes on to consider how to not just survive the impact of technology or business model disruption, but actually exploit it.


Understanding competitive advantage


Developing a sustainable competitive advantage has been a cornerstone of business strategy for some time and it is clearly a highly desirable position to achieve. This section will look at the classic but still important thinking in this area and then move on with discussing how the concept of a sustainable advantage stands up in today’s turbulent times.


Understanding the situation


The first step in developing strategy is to understand the current and likely future environment and situation for the company. This will cover a classic model for understanding the competitive environment before considering a modern twist on this approach and then a chapter on identifying when a business model is running into trouble.


Creating strategy


This part includes chapters that introduce some unusual concepts into the development of strategy – covering areas such as learning from failure as well as tools to help understand the changing environment. It will consider business models and business model innovation in detail.


Developing strategic alternatives


This section includes a number of chapters that range from simple thoughts on how to develop and then evaluate potential strategic alternatives.


Driving innovation


This section considers not just optional ways to innovate but has chapters considering how much innovation is optimum as well as how to best configure an organization to be innovative.


Executing and embedding strategy


There are chapters on how to help embed strategy through clear communications through to setting up the right metrics that align with the desired strategy. The final chapter is an example of an end-to-end approach for developing strategy.
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DO YOU HAVE A GOOD STRATEGY?










How companies are often deluding themselves about the quality and even existence of their strategy


Okay so of course you have a strategy in your company. You heard it at a conference and it was about … erm … well …Well someone knows what it is and hopefully it’s correct and everyone is somehow magically following it.


The shocking and sad point to note is that in far too many companies, there is no appropriate strategy.


Richard Rumelt believes that many organizations, when asked about their strategy, are actually doing lots of ‘look-busy, doorknob polishing’. You should read his book just to read phrases like that but he’s identifying how organizations can delude themselves by doing lots of things that may ultimately be inconsequential or even take them in the wrong direction. His view is based on looking at strategies from an academic as well as practical perspective – always with blistering honesty as he tries to set deluded CEOs and even the US government on the right path.


He believes that if you don’t actually identify the challenges and obstacles that you are really facing as part of the strategy process, you are likely to end up with a stretch goal, a modified version of last year’s budget or a wishlist (probably without any definition of how you’re going to achieve this last one). This is a ‘Phantom Strategy’. Everything seems fine. There is a strategy document. It looks like it might be a strategy as it has some nice long words in it and the PowerPoint slides have some nice images. You might even have been assisted with its creation by some consultants or others who should know better. But at the end of all this, although you have something that looks real, it’s actually the proverbial chocolate teapot. Roughly the right shape but totally useless.


Beyond that, the secondary concern is that the existence of the Phantom Strategy means you stop paying attention to a question you think you’ve answered but haven’t.


The rolling budget masquerading as a real strategy is surprisingly common. The strategy process in some companies has declined into a simple summation of the performance forecasts of individual business units that are then added together. The next step is often a killer of any ambition to deliver a ‘real’ strategy. Someone at the heart of the organization looks at the numbers, decides the total is a bit low and then seemingly arbitrarily adds some extra onto the figures.


After a few years of this happening you’ll find many business unit teams will just send in figures they’ve barely thought about but which show an increase on the previous year’s budget. They are fully expecting someone to pump the figures up later so keep their ‘opening bid’ deliberately low. Sound familiar? Depressing isn’t it?


At the other end of the scale of cluelessness is a strategy with some big, hairy, audacious targets and absolutely no idea about how to get there.


Back to Rumelt for a second. He discusses the reason why bad strategy is so common and it’s pretty sobering.


The first point is that senior managers are trained to implement top-level goals set by other people but are less familiar with choosing between the different paths that exist in taking a company forward strategically. So this leads to either poor choices or a simple failure to choose. With a finite set of resources, trying to pursue too many avenues is not a great idea.


A second factor is where strategy becomes secondary when a charismatic leader is in place. Leadership is not strategy. Historical precedents might show how one person can inspire people to do the extraordinary but it’s probably better to combine the great leader with the best strategy rather than only having the former.


Where such a leader is not present, the other extreme is the template-based, strategic process. This can be useful and certainly should help discover some useful insights but that style is not always appropriate.


Roger L. Martin adds some ideas into the mix – underlining the problem of strategies that are actually just rolling budgets but also expanding on this to suggest that this problem comes from a focus on strategic planning functions. Thinking about strategic planning leads to an emphasis on costs, which naturally leads to becoming inward looking and budget focused..


Although a management team may genuinely wish to produce a good strategy, their selection of a particular framework may force them into a pattern of thinking that focuses on what is within the control of the organization. Henry Mintzberg introduced the phrase ‘emergent strategy’ to illustrate how the results reached in an organization are not purely about the deliberate results of a strategy. Things happen around the firm that will blow it off the course it sets and Mintzberg coined the term, in part to try to get managers to recognize this fact. Otherwise, they can simply start to believe that they are fully in control of everything. That’s a dangerous delusion.


SIGNS THAT YOU DON’T HAVE A REAL STRATEGY


Rumelt’s nothing if not practical. He provides a few interesting questions to ask to help you see if your organization is suffering from having a Phantom Strategy.


The presence of fluff


That means long words and endless steams of nouns designed to make the author look intelligent and erudite. However, it’s often no more than window dressing. I dislike those types of phrases in strategies anyway, as the objective is to pass on what may be a very complicated concept in a simple way. Long, complicated sentences and obscure words won’t help.


No defined challenges


If the strategy document doesn’t address the challenges facing the organization then you run the risk of them being missed and/or you won’t be able to manage them.


Goals dressed up as strategy


If the strategy has missed the challenges that need to be faced, the chances are it will contain goals but little in the way of how they will be achieved. It’s wishful thinking rather than a thought-through plan of action to take on the challenges.




	Case study



	One media agency I worked with talked about its strategy being to beat its competitors by 50 per cent. When pressed, it became clear the success or otherwise could only be measured at the end of the year rather than en route, month by month. The team didn’t know if it referred to customers, revenues, margins, accounts won, retention or anything tangible. Yet they were happily working away thinking they had a strategy.






If you want to pick a strategy document apart on this particular issue, then simply ask what needs to happen for the organization to meet its overall objectives. If that question isn’t answered in the strategy documentation then you definitely have problems.


Poor strategic objectives


The objectives are things you have to achieve but they are poor if they don’t address key issues and/or cannot be achieved.


So what are the big takeaways here?


•  Look at what you’re doing and how you’re doing it. If your strategy is a rolling budget or based on closed assumptions about things continuing as they always have been, re-vamp the process to give yourselves the real vision and intelligence you need.


•  Keep focused on asking yourself and the team ‘what is going on here?’ It’s an oft-repeated phrase in this book but a crucial question to ask. Get to the bottom of why things are as they are – not simply the apparent reasoning at the surface. This should help you move on to understanding what has to happen for the company to achieve the aims of this strategy?


•  You need to be vigilant for indicators that you’re heading for trouble. Actively look for the warning signs. Look out for complacency. Look out for copy-paste strategy or rolling budget mentalities. If you don’t, the organization (particularly one in a very competitive environment) is likely to struggle.


Sources


Martin, Roger L., ‘The Big Lie of Strategy Planning’, Harvard Business Review, January 2014


Mintzberg, H. & Waters. J. A. (1985), ‘Of Strategies, Deliberate and Emergent’, Strategic Management Journal, Vol. 6 Issue 3 (Jul/Sept 1985) pp 257–72


Rumelt, Richard, Good Strategy/Bad Strategy (Profile Books, London, 2012)


See also


Chapter 2 –Takes a different view of this question and asks if there is a shared view on strategy across the organization


Chapter 3 – Has a look at a definition


In addition there are 37 more chapters to paint a broad picture about what strategy should be and how you should think about it.


Further reading


There are some other good books on strategy that give a background on the ‘classic’ definitions and thinking. They are worth a read – but they don’t necessarily fix this problem of these rolling budget type approaches. If people are deluding themselves about the reality of their budget then a book isn’t going to fix that easily – unless you drop it on their foot to wake them up!


Johnson, Gerry, Scholes, Kevan & Whittington, Richard, Exploring Corporate Strategy (FT/Prentice Hall, Harlow, 2007)


Porter, Michael E., Competitive Strategy: Techniques for Analyzing Industries and Competitors (The Free Press, New York, 2004)
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CAN YOUR PEOPLE SAY WHAT YOUR STRATEGY IS?










What are they going to follow if they can’t?


I’ve mentioned most employees’ inability to articulate the strategy in their own organization. That’s pretty serious, so you’d think that a short pithy summary would be pretty helpful. What I do sometimes hear quoted as the strategy in a company is sometimes short but is generally wrong. Sometimes it’s a strapline like ‘people first’ and sometimes it’s the mission statement. Sadly, having a mission statement doesn’t mean it’s correct, relevant, appropriate, etc. They are often externally focused, marketing statements that don’t contain enough meat to actually use as the basis for developing strategy. On other occasions, the mission statement is so similar to other players in the industry you wonder how the company can create any differentiation for itself.


In their work on this topic, Collis and Rukstad discussed the concept of a meaningful 35-word strategy statement. That may be 20 seconds’ worth if you were saying it. So you can’t accuse them of being overlong!


They emphasized that a key aspect of strategy should be about how you are going to compete. In other words, what are you doing that is different to the competition?


In the absence of this, it is hard to know if a particular initiative is aligned with the strategy and management should be surprised if they don’t get the results they expect.


The two authors described how the marketing-friendly wording in a mission statement does not constitute a strategic objective. The latter is the thing that will help orient the company and drive it forward in the medium term. Mission statements traditionally have to placate stakeholders and customers alike – often ending up saying similar things from company to company in the same sector.


They proposed three steps in the process of creating a strategic objective to cover the objective, scope and advantage. Let’s look at these in more detail.


Define the objective


This means a well-defined objective (specific, measurable, etc.) that explains what you are going to do to deliver whatever your high-level mission suggests. If the bottom line is about delivering shareholder value then what objective will do that? That’s the question to be answered at this point.


Define the scope


It’s easy to go down the rabbit hole of every potentially profitable area but business is about the correct application of a finite set of resources. That means what you are going to do and what you will not. Scope may cover customer types, products, services, geographies and other dimensions of what’s in play, and what isn’t.


Define the advantage


Of most importance is explaining why customers will buy your product/service. If you can’t answer this then you need to go back and keep going back until you can. Other chapters in the book will go into this in more depth, and will describe some alternative ways of defining your advantage, but answering this question is non-negotiable.


Collis and Rukstad’s view was that you could answer all this in 35 words. That might seem unrealistic but I think the point is that you have to really think hard to capture the essence of your strategy in so few words, and thinking hard is what is required. Also, 35 words are easy to pass on and for people to remember.


The company should look at changes in both customer needs and their competitor’s capabilities and offerings, in order to find the ‘Sweet Spot’. The Sweet Spot is the area that intersects what your customers want and what your company can do, but is outside the capabilities of the competition.


UNDERSTANDING YOUR COMPANY’S OWN STRATEGY


I regularly ask groups of senior executives if they can explain their company’s strategy. The results are consistently disappointing.


The most common answer is: ‘We’re working on a new one.’ I counter by asking what the old one is then and there is that instant flash of regret that they said anything at all.


The second most common answer is to start on a slightly rambling recollection of a presentation given by the CEO a while ago. People can often remember that there were five key areas or maybe it was seven. They can also normally name one or two of the areas. ‘Customers… Cash…’ However, they then tend to run out of steam.


The worst ever was a group of regional managing directors in a large financial services company who had met with the new CEO the previous week for a motivational session about the new direction. I asked if they were now happy they understood the strategy. Everyone nodded unconvincingly but one person very honestly and bravely shook his head. He explained that he’d heard what was said but didn’t actually understand it. The CEO used words including ‘nexus’, ‘corollary’ and ‘codicil’, and had left the regional MD confused. He was by no means unintelligent but the CEO’s use of language had hidden the actual strategy in a blur of wonderful but slightly impenetrable English.


If you like, this is the second mortal sin of strategy. The first is not having a good, executable strategy. If we assume that you have a great strategy, then the failure to communicate it clearly through the organization begs the simple question.


‘If nobody knows what the strategy is, how do you expect people to act in line with it?’


In larger organizations, we’ll assume the overall strategy may be correct but if it’s not understood lower down in the organization it amounts to the same thing as not having a strategy. There has to be an effective waterfall or cascade effect that means business units and groups within the organization understand the overall strategy (or the part that is relevant to them). If not, well good luck!


As a final point, remember that people are mostly driven by how they are measured and rewarded. You could have the best strategy in the world but if the metrics of how someone earns a bonus (or simply keeps their job) are wrong, you will get the wrong result. People will chase the money or simply seek survival in the organization as a higher priority than thinking of following the strategy.


The only solution that is acceptable for long-term success is the right strategy, understood throughout the company and with consistent measures on individuals and groups driving what they do. If any of the three elements is missing – you’ve got trouble!


So what are the big takeaways here?


•  Confront the reality that people in your organization probably don’t get strategy. If you want to shock yourself, and I can pretty much guarantee you won’t like the answers, ask a few people in the organization what they think the company strategy is. Does your team understand the strategy? Does the strategy express how they are going to compete in the future? Does the strategy show how we will outperform the competition?


•  Check if the strategic direction is aligned to the metrics. At the same time, ask how their own performance, or the performance of their team, is measured. Look for the mismatches between strategy and metrics, as well as whether the strategy is understood deep into the company.


•  Just because it’s hard to find a strong strategic position doesn’t excuse you from looking. Now you won’t always be able to identify real ‘clear blue water’ where you can deliver to customer needs and the competitors cannot, but you absolutely should look.


Source


Collis, David J. & Rukstad, Michael G., ‘Can You Say What Your Strategy Is?’, Harvard Business Review, April 2008


See also


Introduction and Chapter 1 – Read them to understand why a clear and widely understood strategy is important. If nobody knows what it is or, worse still, there isn’t a real strategy, then you’re asking for trouble.
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SO WHAT IS STRATEGY AND WHAT SHOULD IT DELIVER?










Defining the journey for your organization


Chapters 1 and 2 looked at why businesses sometimes confuse themselves by not having a real strategy or by failing to commit to it clearly. This chapter aims to outline a little about what strategy should be.


So let’s start with something pretty basic – survival! You want the right strategy to help your organization survive and grow.


There are lots of people who have written on this topic but it’s hard to get past two great thinkers in this area. Michael Porter simply stands head and shoulders above others in his contribution to business thinking and the development of models that make the complex seem simple. Richard Rumelt is perhaps the ultimate straight talker on strategy. His frustration at bad strategy literally leaps off the pages of his books.


So what have these two, and maybe a few others, to say about what makes a good strategy?


Kenichi Ohmae suggested that only by combining thinking about customers, competition and the corporation (3 C’s model) could this sustained competitive advantage be found. However, the pace of technological change in some sectors means the ability to sustain advantage may be a concept that is disappearing. But that doesn’t mean you shouldn’t look for competitive advantage. If you ever explained to someone that your company was deliberately not searching for one (or more) then that would truly sound insane.


Porter will tell you that strategic positioning aims to find a position of sustainable competitive advantage – through either doing different things to the competition or doing the same things but in a different (and presumably better) way.


Porter combines ideas to give a three-part recipe for strategic positioning.


First – find the unique position for your company, based on:


•  a small set of products to many customer types (Michelin just makes tyres but does so for the full range of vehicles that use tyres from mopeds to aircraft)


•  delivery of a wide range of products/services to a tightly focused group (private banks serve the full set of financial needs but for high net worth individuals only)


•  the wide range of needs of significant numbers of customers but only in a narrow segment (e.g. targeting villages and small towns only).


Second – decide what you’ll not do. For example, Black & Decker is great at making small electric motors but it might struggle to create an electric toothbrush line. Its brand is simply not appropriate in trying to enter the dental hygiene market.


Third – you’re looking for a great fit between what you do and the whole set of processes, metrics, skills, structure, etc. of the organization. If the fit is weak then you risk not accruing the full benefit of the activities. The risk is that someone better aligned with what they do could come in and do a better job.


Richard Rumelt’s Good Strategy/Bad Strategy is a great read. It matches concerns I have had for many years but puts them in a very clear way. It deconstructs the history of a number of companies to consider how they have addressed the future (or not).


He starts by defining the components of a good strategy and it’s well worthwhile looking at these ideas in more detail.


The first step is that a good strategy has to face up to the real challenges the company is facing and come up with a way of overcoming them. It must be cohesive in that it should have a consistent interpretation and direction coming from the analyses, evaluation and formulation of scenarios to respond to the challenge faced by the business. It is not just good because it is based on current strengths; it is also good because it is completely integrated and consistent across the organization.


A good strategy will also be actionable immediately. In other words, what you do is also defined in delivering the strategy.


The key element is that the strategy defines how the company or organization is going to address current and future challenges.


At its heart, a strategy should have a diagnosis (explaining where you are and what is happening around you now and into the future), a guiding policy and coherent action. You could paraphrase that as ‘where are we?’, ‘what are we going to do?’ and ‘how are we going to do it?’.


The guiding policy is markedly different from many organizations’ vision statements as they tend to be all about the destination whereas guiding policy is all about the ‘how’ of the journey. It is a means of addressing the current situation but should also rule out some of the potential actions the organization could take. The right strategy will deliver what Rumelt refers to as leverage – combining:


•  anticipation of changes in buyer needs and competitive reactions


•  concerted and focused application of effort across the organization.


WHAT SHOULD A BUSINESS STRATEGY DELIVER?


There are plenty of definitions of strategy that you can find but I’ve written this one to try to combine a number of different elements you’ll encounter as you read through the book.


‘Strategy is a plan covering the right duration for the particular industry situation, which defines and shapes the objectives of an organization – matching resources to the expectations and needs of customers, the market environment and stakeholders.’


This definition of strategy includes a number of important points. Let’s break the statement down into smaller chunks and look at each piece to understand why they are so important.


Strategy provides the direction set for a given time period


Defining a strategy should give an organization a clear understanding of the direction it has chosen to follow. This strategy should be appropriate and actionable within the organization over the right period of time for the industry. You’ll read more about understanding why you need the right duration for a strategy in Chapter 20.


Strategy is a blueprint


The strategy acts as the blueprint that the organization uses to decide how it operates and what it does. This ranges from setting major objectives down to defining individual tasks that are appropriate, effective and consistent with the desired direction. The strategy therefore needs to be sufficiently detailed, clear and unambiguous to allow this translation from words into action.
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