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Introduction


For most aspiring managers, at some point in their careers, their Personal Development Plans will include the demand to have ‘greater strategic thinking ability’. We have the perception that executives operating at board-level have this ‘strategic thinking ability’ but seldom find the route to obtain it for ourselves. The purpose of this book is to provide that route. Strategy, like any other discipline, can be learned and practised. This book takes the reader on a journey to explore what organizational strategy is, where it fits within the context of each business, and then gives an examination of internal, external, marketing, brand and competitive strategy.


To progress to an executive position, a wide range of skills and attributes are required. Aspects such as good leadership skills, strong communication skills, commercial understanding and the ability to understand other people are all needed. Equal with these vital elements is the ability to have a good grasp of strategic thinking.
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Good strategic thinking is at a huge premium in business. Far too often we see elementary errors made by very highly paid executives who undoubtedly should know better. We see businesses with successful niche products try to expand beyond their niche and then realize that it was a gargantuan error. We see successful companies stumble due to an inability to see threats or opportunities. We see companies over-expanding within their market and wondering why they trip over. The business history books are littered with organizations that supposedly exhibited a degree of ‘excellence’, but failed; companies who were supposedly ‘built to last’ but clearly weren’t; companies who were supposedly moving from ‘good to great’ but the leveller of time has consigned them to mediocrity or even collapse.


The American company Levi Strauss was the original manufacturer of denim jeans – they had 100 per cent of the market. They decided that they were not niche jeans suppliers, but that they were ‘clothing manufacturers’. That expansion and the failure to deal with entrants to the jeans market meant that by 2010 their 100 per cent market share had eroded to a mere 10 per cent.


The German company Mercedes-Benz were the executive saloon car of choice for many business people. The ownership of this aspirational iconic vehicle was, at one point, a sign of career success. By spreading themselves throughout the market with a range of comical vehicles such as the A-class, B-class, M-class and R-class, for many executives, they have lost their aspirational qualities and manufacturers such as Jaguar, owned by Indian firm Tata, are benefiting by filling this gap.


The Royal Bank of Scotland became preoccupied with expansion and failed to note the warnings evident when it was negotiating with Dutch bank ABN-AMRO. This merger contributed to the failure of the bank, which was subsequently rescued by the British taxpayer in much the same way that American Insurance Group (AIG) was rescued by the American taxpayer. The taxpayers are now the owners of failed businesses who did not get their strategies right.


In this book we will explore failures and successes, and we will provide the platform for the reader to acquire the vital skills of strategic thinking.
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People mean different things when they use the word ‘strategy’. It is easy to define linguistically – from two Greek words ‘stratos’ (army) and ‘ago’ (to lead) and as such is about ‘leading armies’. However, that is not a useful definition for business – the military analogy, as we shall see later, is mostly an unhelpful analogy. Strategy has often developed a mystique of something that is achieved by highly intelligent beings in the boardroom contemplating things so difficult to imagine that those outside the boardroom simply would not understand. This too is unhelpful. Strategy is simple. It is about establishing where you want to be and planning to get there. This chapter unpacks some of the myths of strategy and outlines some of the varying meanings people put to the word. To be an effective strategic thinker, we need to avoid the myths and ‘speak’ each of these meanings fluently, with the ability to move between them at ease. These ‘meanings’ are all strategy – they are all the right answer – so, do not choose between them; understand them all.



For both the myths and the meanings, I will use ideas already available. The myths will be drawn from those in my book Strategies of the Serengeti and the various meanings will be my adaptations of those used by Henry Mintzberg et al. in Strategy Safari. So, with an African theme to our journey (journey is ‘safari’ in Swahili and the Serengeti is a vast plain spanning much of Tanzania and Kenya), let us firstly consider what strategy is not.





Strategy is not military


Much of our business terminology has military roots from the title of ‘Chief Executive Officer’, to taking holiday being referred to as ‘going on leave’. Strategy has a military definition – the combining of the words ‘stratos’ and ‘ago’. However, a military focus to business strategy would be disastrous. The military focus is on defeating the enemy. In business, the focus is on profitably satisfying the customers’ needs. Treating the customer as the enemy would not yield a business that lasts!
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Any military option has an end – victory. In business, ongoing success is the aim. Strategy aims for long-term survival and longevity, not a single definitive ‘victory’ end point.


Military operations have a limited sphere of activity – even the world wars did not encompass the entire world. Business can choose to limit itself or can choose to be globally omnipresent. The sphere of activity is not limited to geography. There is no rule in business that prevents a timber company from making rubber boots, then rubber cables, then the wires within cables, then telecommunications, then mobile phones (US: cell phones). We know the above company now as the Finnish giant Nokia – the military analogy would have been too limiting for their success.


Some military analogies and terminology can be useful, so do not cast them aside. However, the overarching framework of strategy is that it is much bigger, longer lasting and much more widely encompassing than the military aspects often used to describe strategy.


Strategy is not only for the hyper-intelligent


Perhaps this is a myth that is too flattering for executives to seek to defuse – although some of the decisions mentioned in this book will undoubtedly question the wisdom of some executives, albeit with the benefit of hindsight. When an organizational role includes ‘strategic responsibilities’, it is sometimes set apart as of greater worth and requiring higher calibre than tactical or operational responsibilities. As we shall see in the next chapter, all aspects – strategic, tactical and operational – are required for success and each is equally punctuated by potential business minefields.


We all do strategy. Perhaps part of your reason for reading this book is to understand strategy and develop your strategic thinking ability – that in itself is something that is part of your personal strategy of increasing business skills, presumably with the aim of career advancement or the success of your own business. Your very reading of this book is therefore an act with strategic intent.


Strategy is equally applicable to the global giant and the sole trader. One very smart business strategist I know left school with negligible qualifications and runs a hairdressing shop in the UK Midlands. He has steered it very successfully with a strong understanding of the customers (generally older clientele), the market (they want consistency and the same stylist as they had the previous week), the competitors (who are often seeking to be fashionable or trying something new), his distinct offering to the market (a strand of consistency for his customers in an ever accelerating world) and appreciation of his competitive advantage (i.e. what he does better than competitors – recognising his customers’ requirements and meeting them). He doesn’t call it ‘strategy’, he calls it ‘common business sense’.


When my son was less than two years old, he embarked on a strategy aimed at acquiring a cuddly rabbit made by one of his elder sisters at a ‘build-a-bear’ workshop. It took him over six months of persistent strategic implementation – but it was successful.


If you and I, someone without qualifications and a young child can formulate and implement strategies effectively, the myth is disproven – strategy is not only for the hyper-intelligent!


Strategy is not only for the top board


In Strategies of the Serengeti I call this ‘the elephants mating myth’ – the myth suggests that strategy is something that is done at very high level, with a lot of grunting and groaning and takes about two years to see any measurable results.


Far too often in business, we have middle management paralysis. They choose not to take action as they are waiting for direction and wisdom from the board. Seldom does this waiting produce the strategic direction they crave. Good management teams readily communicate sufficient vision and direction to inspire and enable the middle management to make decisions and take action. Poor management teams do not communicate and get what they deserve – middle management is afraid to take action in case it is not in accordance with the strategy they think the senior executives must be working on, but seldom are.


Strategy formulation is for all levels of the business – we each create the strategy pertinent to our role and level. For some it may be the direction of the whole company, for a retail store manager it may be about where to site the best-selling products and how to allocate shelf space to the entire range. Either and both are strategy. Strategy is for all.


Strategy is not a big document


The annual strategic planning process of some organizations is a time-consuming exercise on filling in analyses, completing a SWOT1, compiling compelling narrative and is accomplished with the use of more human resource than it would take to manage a small nation. The result, after copious revisions, is a cumbersome document. This is not strategy, it is the production of a work of narrative fiction of questionable use.
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Strategy is not an annual exercise, it is an ongoing evolving discipline. It constantly changes in response to initiatives and changes in the market and the business. Earlier today, I was talking with a senior clinician in the British National Health Service. He had generated an idea and sought to implement it but was told that he cannot have the resources for it, regardless of the almost immediate benefit it would yield because ‘it is not in your strategic plan’. The advice was to put it into next year’s strategic plan and when that was signed off by the executive, he could enact it. This would be a delay of many months and would see many months' benefit foregone – madness. In this case the strategic plan has become a limiter, an inhibitor and a barrier to initiative and progress.


In MBAs, all students are taught about ‘emergent strategies’ (opportunities and the ability to take advantage of them), which were unforeseen. Innovative, fast-moving companies are much better at taking such advantages than those encumbered by a concrete business plan. They are also taught about ‘unrealized strategies’, which were pertinent at the time the strategic plan was developed, but became redundant between that time and the present. For example, the 2008 global banking crisis suddenly threw the market into turmoil. All banks' expansive and acquisitive strategies became instantly unrealizable and the immediate implementation of survival strategies became paramount. By 2009, none were following their beautifully created strategic plans of 2008.


It is worth completing a strategic plan, on the condition that it is as an ongoing exercise and takes no more than a few days to compile, as it sets direction and seeks to draw together disparate activities. However, a strategic plan as an inhibitive cumbersome document is not strategy, it is bureaucracy.


Strategy is and is not like a journey


The journey analogy has significant merit but it also has limitations. Following the journey template below will add value to your strategic planning and is worth doing.
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Journey template



               •  Where am I? – a realistic assessment of your current position


               •  Where do I want to get to? – your intended business destination


               •  What are my options for getting there?


               •  What are the various bases on which I make that choice? – for example, is time critical? Is there a geographical remit or limitation?


               •  For those options, what resources will I need?


               •  Once a choice is made, what are my staging posts? – where should I be in 6 months? 1 year? 2 years?


               •  Do I have agreement and buy-in from all relevant stakeholders?


Now start the journey.


               •  Check – am I on track? Am I meeting my staging posts? Is this destination still my destination?


[image: image]


[image: image]


This is a good and valuable exercise, which I recommend. However, the journey analogy has disadvantages in that, like all analogies, it can break down. To perpetuate the analogy, if my journey was from New York (present location) to San Francisco (intended destination), I could have options of fly or drive. Perhaps I will choose to drive and acquire the relevant resources – car, credit card, map and so on. I then start the journey. I keep on track and am meeting my staging posts.


In this simple example, San Francisco will always be west. I will not wake up one morning and find that plate tectonics has moved San Francisco into Canada. I will not wake up one morning and find that roads no longer exist and so the motor vehicle in which I am travelling is now redundant technology and requires immediate replacement. However, in business, such factors can occur. The destination can change rapidly, indeed instantaneously. The route to market or mode of travel can change equally rapidly and good strategy is able to encompass this.


An example of such change could be the impact on US company Hoover when UK entrepreneur James Dyson developed the bagless vacuum cleaner. Both the ‘destination’ and the ‘mode’ to get there changed for Hoover – the old way of doing things was no longer appropriate. Hoover was previously able to sell the vacuum cleaning machines at a low margin as it would make a large profit on the repeat purchase consumables of the vacuum cleaner bag. Dyson changed the market in one stroke. Hoover could no longer rely on a strategy of large profits and ever increasing sales from the old technology and had to readjust strategy. The lost opportunity that Hoover had to eliminate this threat will be discussed later.


So, do use the journey analogy when formulating strategy, but do also bear in mind that the route and destination is for constant consideration and may change in response to external or internal factors at any time.


Having established what strategy is not…




	military


	only for the hyper-intelligent


	only for the top board


	a big document


	totally like a journey





…let us now consider what strategy is. This is not easy as different people use the word to mean different things. If you are given the task to ‘become more strategic’ in your Personal Development Plan, it is quite difficult to make that SMART (Specific, Measurable, Achievable, Relevant, Timely), which is always a good challenge to those who have requested that objective for you! Part of the reason for this is the variety of uses of the term and the nebulous nature of several of these uses.


Strategy Safari by Henry Mintzberg et al. is a superlative journey through the various aspects of academic strategy and in my opinion should definitely be read by students as part of an academic study of strategy. However, for the non-academic, he adds, in Chapter 1, a summary of his five Ps of strategy based on a 1987 article2. I will replicate his five Ps with my own interpretation and examples.


Strategy is a plan


As such, strategy is an intended course of action that steers an organization to achieve what it has set out to achieve. It is a plan that gives us a destination, or vision – it demonstrates an intended direction and it gives us guidance on where to go and where not to go.


However, few of us ever do exactly as we planned – the market is constantly changing and the strategy adapts accordingly. Sometimes, things just do not go as planned or sometimes we make decisions that are not part of the plan.


Strategy as a plan is fine – but the plan is an intended route from which there may be considerable variation. When Nokia was felling trees, it had no plan to move into telecommunications – the plan evolved on a step-by-step basis.


Strategy is a plan, but a constantly evolving plan.


Strategy is a pattern of behaviour


The second ‘P’ is that of strategy as a series of behaviours that form a pattern. The organization generates a consistency of behaviour that becomes its strategy. In the vehicle industry, the Italian company Ferrari produces some of the greatest works of motorized technology on the planet. A Ferrari is all about aspiration, expensive, fast, sporty. The pattern of behaviour of this brand and company has generated an icon. If I were to suggest a budget-priced, small-engined Ferrari family car or estate (US: station wagon), you would correctly laugh – it does not fit the pattern of behaviour and so would be a wholly inappropriate choice.


Conversely, involvement in the world Formula 1 championship fits exactly into the behavioural pattern of the brand and company – which is why they do it.


Volkswagen is a highly successful German vehicle manufacturer. They have a range of brands encompassing different areas in the market:


 






	High:

	Bugatti, Lambourgini, Bentley






	Medium to high:

	Audi






	Medium:

	Volkswagen






	Medium to low:

	Skoda, Seat (Seat is making a market change to become a more sporty offering but emerged from this low end of the market.)







However, the introduction of the luxurious, technically superior, beautifully crafted Volkwagen Phaeton defied all of their carefully arranged multi-brand strategy. A US$ 100,000+ vehicle with a VW badge on it does not fit the pattern. VW equals mid-market; US$ 100,000+ is higher end of the market. The Phaeton did not fit with the pattern and was rightly rejected by the car-buying public. VW were manufacturing at less than 20 per cent of the capacity for this unwanted non-pattern product. It exhibited a wrong strategy by not understanding that strategy is a pattern of behaviour.


Strategy is a position in the market


My perception of the differences between the ‘pattern’ and the ‘position’ is that ‘pattern’ is the behaviour you choose – it is internal to the business and within your control. I perceive ‘position’ as an external, market-related aspect of strategy – where you are in your chosen markets. Here, you are less in control, with the potential to be buffeted by the waves of the competitive activity and the ever-shifting winds of the customer’s desires.


What position in the market will you choose and why? Some companies choose to sell a product as cheaply as possible, aspiring to gain profitability through high volume, while another will choose to sell a smaller volume of more expensive premium-priced products. I may pay £5 for a bottle of the French wine Cahors, but I may pay £50 for a Champagne. The companies producing both have strategies to be profitable, the former having to sell many more bottles than the Champagnery. Some companies will choose to position themselves in a distinct niche, some will position themselves as a mass-market provider. Coca Cola is the world’s number one brand and number one carbonated drink. However, in Scotland it is number two. IrnBru rules the geographical niche of Scotland. IrnBru has chosen a position of geographical niche that has proven sustainable over decades despite every effort by the global number one to become the Scottish number one.


Strategy is a perspective


Mintzberg uses the P of perspective to mean the organization’s way of doing things in a similar way to how Marvin Bower defined culture as ‘the way we do things around here’3. I would prefer to use his own example of the Egg McMuffin but in a slightly different way.






	

The Egg McMuffin argument 1:


It is merely a minor product extension. McDonald’s have taken their standard burger product, softened the bun slightly, extracted the burger and relish, substituting it with bacon and egg. The Egg McMuffin is a product change – a variety from an existing product.













	

The Egg McMuffin argument 2:


It is a wholescale change of approach in the market. Previously, McDonald’s burgers were a 11 a.m. to 11 p.m. offering. The McMuffin has allowed the business to create a breakfast market offering a new eating occasion to their menu and a new opportunity to buy at McDonald’s for its customers. McDonald’s can now serve the public, and make money, from 6 a.m until 11 p.m.
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