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Preface

We are delighted to offegthisthirteenthiedition of Exploring Strategy. With sales of previous
editions newxapproaching one and a half million' wogldwidg, and a ranking by the Financial
Times (3TyMay 2021) as the most influential strategy textbaokwworldwide, we believe we
havesa tried and tested product. Yet the strategy field is constantly.changing. For this edition,
theréfore, we have thoroughly refreshed all chapters, with néw concepts, new cases and
new examples throughout. Here we would like to highlight three pringipal changes, while
recalling some of the.classic features of the boek.

As well as more detailed changes, the thirteenth edition has the:following principal
changes:

e astrong focus on non-profits, sustainability and digital transformationzthis book fea-
tures three cross-cutting themes reflecting contemporary strategic conditions and issues
that are increasingly important and attractive to students

e practical guidance on working with strategy:a new Chapter 2 introduces students to
the fundamental tools of strategic thinking, explains the use of frameworks in strategy
and guides students in case study analysis@nd presentations

e an appreciation of ‘'non-Western“approaches to strategic issues: we introduce readers
to concepts and approaches that come from outside the mainstream of strategic think-
ing, for example Jugaardinnovation, the ubuntu view on stakeholderspgheshin kanri and
indigenous leadership theories.

At the same time, Exploring Strategy retains its longstanding commitment®o a comprehen-
sive and real-world view offstrategy. In particular, this entails a deeg“concern for:

» "Process: we believe that thelhUman processes of strategy, notfonlythe economics of par-
ticular, strategies, are central to achieving long-term organisatiohal success. Throughout
the book, we underline the importance of human pracesses, but in particular we devote
Part IWt@ processgs of strategy formation, implemantation and change.

e Practice: we conclude the book with'a chapter on the Practice of Strategy (Chapter 17),
focused on the practiéalitiesiof managing strategy. Throughout the book, we introduce
concepts and techniques through practical illustrations and applications, rather than
abstract descriptions.

Many peoplethave-helped-uswith-the develogmerit.ef this new edition. Jason Evans and
Clive Kerridge have led'in coordinating the case collection. We have consulted carefully with
reviewers and our Agviseiy B&afd, lmadeupiof experienced lecturers, many of whom are
adopters of the book. Many other adopters of the book provide more informal advice and
suggestions — many of whom we have had the pleasure of meeting at our annual teachers’
workshops. This kind of feedback is invaluable and we hope you will keep the comments
flowing. Also, our students and clients at Nottingham University, Oxford University, Stock-
holm School of Economics, Sheffield Hallam and the many other places where we teach are a
constant source of ideas and stimulus. We also gain from our links across the world, particu-
larly in Austria, Ireland, the Netherlands, Denmark, Sweden, France, Canada, China, Australia,
New Zealand, Hong Kong, Malaysia, Morocco, Singapore and the USA. Many contribute
directly by providing case studies and illustrations and these are acknowledged in the text.
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Preface

Finally, we thank those organisations that have been generous enough to be written up
as case studies. We hope that those using the book will respect the wishes of the case study
organisations and not contact them directly for further information.

Richard Whittington (richard.whittington@sbs.ox.ac.uk)

Duncan Angwin (Duncan.Angwin@nottingham.ac.uk)
Patrick Regnér (patrick.regner@hhs.se)

0 N Johnson (gerry.johnson@lancaster.ac.uk)
- D (QB choles (KScholes@scholes.u-net.com)
s b/ April, 2022
Rev@s J‘).

Id like to thank the following academics who reviewed for t%tion of Exploring

Q Keith Seed rtfordshire %
Dr Moham politan UniversA
James Robe University
@ Kenneth Wiltshire The Univer: ueensland m

Peter Barton

Liverpool ores University
Nnaemeka Madumere
Jens Schmidt

N Dr Andrew Wild @
Dr Humphrey Bourne
? Mohammad Bakhtiar Rana b
9 Jonathan Fanning University of York m

Oeena Davies University of Portsmouth
y etya Koleva Coventry University
ith Halcro Glasgow Caledonian Unj
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devel enable you and your students to gain maxi &ed value from the teaching
a ing of strategy.

utstanding pedagogical features. Each chapter has clear | outcomes, practi-
v cal questions associa i illustrations and example students can easily

apply to what

This thirtee eowioD QrirNaQb s on the established strengths of this
& s ais

=w . ibili an choose to Text and Cases v n of the book,

se longer cases (or have y the Text-only v

f the text, Fundamentals of Strat-
ising the text. Sp your local
ustomisation options.

@ The two v ns are com
egy, and instructors also h
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d by a concise
tion of further
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updating references so

N ¢ Encouraging innovati
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Differently’ section, int

9 of the chapter.
& e Our ‘three circles’ framework — depicting the overlapping issues!%tegic position,

/ strategic choices and str, in-action — also challenges a simpl r, sequential view

&f the strategy process. ?
ee and examples. A wide range of lllustrations, Case Exe s and (in the Text and
S sion) longer Case Studies are fresh and enga Qw udent interests and day-
ience. Many of these are entirely new ion; others have been exten-

sively re . Weldraw these examples from all o e world and use examples from
the public and S aél e private.

e Teaching and learning support. You and your students can access a wealth of resources
detailed in the Exploring Strategy Online section that follows this.

rs,incorporating new research and
latest research.

. The Strategy Lenses ar@nmentaries
g, while each chapter ends a ‘Thinking

students to new and distinctive approﬁ to key issues

Teachers’ workshop. We run an annual workshop to facilitate discussion of key challenges
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Pearson.com
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educators/ aOeNs/ coeﬁurces-a d-content.html.

Sample provided via
Pearson.com

XXix



Chapter 1
Introducing strategy

Key terms Learning outcomes

business-level strategy 12 After reading this chapter, you should be able to:
corporate-leyelstrategy 12 e Recognise the purpose ef an organisationt
digital transformation 18 e sSummarise the strategy of an organisationin a
exploring strategy framework 13 ‘Strategy statementf.

functional-level strategy 12 e Distinguish between corporate, business and

mission statement 9 functional strategies.

¢ |dentify key issues for an organisation’s strategy

non-profit organisations 17
using.the Exploring Strategy Framework.

purpose 8 _
e Understand different people’s roles in strategy work.

strategy definition 6
e Appreciate the importance of different

strategy stategents 9 organisational contexts, academic disciplines and
sustainable develepment 18 theoretical lenses to practical strategyianalysis.

three-horizons framework 6

vision statement 9

Non-profit Su@ Digital Transformation

Pages | 8-9, 1lglhi7 #17-18 18




1.1 Introduction

1.1 Introduction

The Chief Executive Officer (CEO) of a medium-sized manufacturing business knew they
had problems. Home-market demand was falling for their products just as new aggressive
competitors were introducing highly innovative ones of their own. The company was also
facing interruptions in its overseas supply chain. The CEO wondered what to do: find new
international market ﬂ e in product innovation to match competi-
tors; use Ioca s vas hired to provide strategy advice
and CIauéumor in the consultmg team, k */ Id have to carry out a system-
O

atics gie analysis to understand the company’s bu | deI assess the challenges

By competition and shifting market demand, and broader opportunities
reats from the wider environment. She would need to%as r recommendations

G
‘ % data and analysis. Claudia would also have to propose an im )tation plan for the

The problem [tants are ones o tegy. Strategy is

Q concerned isation. For instan@w should the
company trants? What g a options are
there for ionalisationis a tegy, what wo the optimal

method to achieve this an ight be the res

questions are vital to the vival of the org

Strategy questions nat

their organisations. But t
stakeholders such as inv

N Inside the organisation,
both to know how to get

P the people they are resp
to be ready to discuss stra

should first be confident th
&/pecialist career opportuniti

mplications? All MSe strategy
n.

d senior managers at the top of
idely. Outside of the organisation,
s and banks, influence the strategy.
e to understand the st ic direction,
pport for their initiatives an explain it to
r. Anybody looking for a manageme ck job needs
h their potential employer. Indeed, taklng ajob
eir new employer's strategy is actually There are even
strategy, for example like Claudia, rategy consultant
as an in-house strategic r, often key roles for fast- track anagers.
sbookisrelevanttoa d of organisation responsible | n direction into the
s the book refers to large private-sector multinati d small entrepreneurial
sta t family businesses, both large and small; to ector organisations such as
schools |ta and to non-profits such as cha r sports clubs. Strategy matters
to almost al £\Q ﬁ ing them
In this chapter yo e i |th0n the main definitions of strategy, build your
understanding of strategy’s purpose, be introduced to the Exploring Strategy Framework for
analysing an organisation’s strategy and increase your awareness of working with strategy
in different contexts (see Figure 1.1). But first, why is the book entitled Exploring Strategy?

Sample provided via
1.1.1 Why ‘Ex %ra}gsgﬁ\te%

There are a large number of strategy textbooks available on the market so it is important to
realise why readers choose Exploring Strategy. As strategists, we believe that one of strat-
egy'’s distinctive features is that it draws upon many other perspectives, including economics,
finance, marketing, operational management, organisational behaviour and psychology, to
name a few. However, many strategy textbooks adopt a single disciplinary focus, such as an



Chapter 1 Introducing strategy

Figure 1.1 Strategy: its definition, purpose, analysis and work

What is strategy?

. Others focus much more on the
ortance of finance and economics.
prehensive view of stra@nd this
disciplinary perspectives includi oth the

side of managing strategy in practice. h
| world of

9 A further reason for the ploring” in the title is rooted in the p
@cvegy work. Our focus on the practicalities of strategy reveals that there ely obvious

economics perspective, that ig
behavioural side of strategy a
Exploring Strategy is distincti
will enable you to explore the
economics of strategy and the

ers. Indeed, many strateg lems are highly complex and man hould beware
-simplified ‘solutions’. 7.& in strategy, itis important bo%ecognise the real

s ofgproblems and to expl eral options. Through explor u will widen your
awa{{& practical issues relevant to strategy, recognise h issues interconnect,

and be Ip obe each option carefully before makin d choices. We therefore
believe tha )-Qjor rengths of Exploring Strategv mprehensiveness and focus
upon practice — will help'r is ﬂto enable you to produce well-informed,
grounded solutions to ¢ nMg:u .

We also believe that ‘Exploring” in the title is appropriate as this is a research-led book,
drawing upon world-class research and including the latest thinking on key strategic topics.
These feature throughout Exploring Strategy and particularly pioneering work is found in
the ‘Thinking Differ@nitiyy I@sp:[ﬁ@viiid)edp\ﬂisa’he ‘Strategy Lens' sections at the
end of the main parts of.the book also introduce novel and distinctive themes. These will
ensure that you are at th§ a of Stfat

Exploring Strategy also explores a wide range of organisational and geographic con-
texts. Through a diverse and substantial selection of illustrations and case studies, we
include large multinationals as well as medium-sized and entrepreneurial start-up firms.
We give weight not only to ‘for-profit’ companies but also family businesses that may also
be social, public-sector and other non-profit organisations. We examine these not only in
developed economies but also in a wide range of emerging markets. This broad base of
organisations and contexts will give you a wider knowledge base than is common in other
strategy texts.



1.2 What is strategy?
1.2 What is strategy?’

The term strategy has been traced back to sixth century BC Greece and combined the words
stratos (army spread out over the ground), and agein (to lead).? To this practical consideration
of managing and directing a large complex force, the importance of strategy was highlighted
by the Chinese military philosopher Sun Tzu, Who defined strategy as ‘the great work of the

organization. In situati ﬂ M the Tao (path) of survival or extinction’. Since
that time, there ha e t e word strategy, particularly by the

military buéye 1960s, Alfred Chandler, strate theorlst, brought strategy for-
mall abusiness context. Subsequent deflnltlon y have continued to refine
o standing of the term and several prominent one |ned below.

‘F’/

ding strategy th : Alfred Chandler

; 1 Defining str.

Figure 1.2 show,

Q ool, Peter Druc m Claremont
rsity, Canada, a ard Rumelt

from the t elements of s y Chandler

@ emphasises a logical flow etermination o nd objectives tomllocatlon of

ate choices, di
n to address

resources. Porter focuses
for coherence in policies
that it is a theory about
Mintzberg, who takes th

and competition. Rumelt argues
kes challenges. Drucker suggests
erspective on strategy is by Henry
tain than assumed in the definitions
N above. He uses the word’ ct that strategies do no ys follow a

deliberately chosen and lo erge in more ad hoc ways. Sorfietimes, strate-
? gies reflect a series of incr ecisions that only cohere into a recog pattern—or

9 ‘strategy’ — after some tim

long run goals
and objectives ofa rls nd the mithedy about how to gain
adoption of courses offacti
compet|t|ve advantage’
allocation of resources ne
carrying out these goals Peter Drucker
S Alfred D. Chandler )
e ™
‘Competitive strategy is abgut being different. L. .
It means deliberately ch ahﬁp e ro Id&deﬁ’ihastream of decisions’
of activities to deliver a unique mixof value’ Henry Mintzberg
Michael Porter ifea rfon.com
\_ - Y,
s s N
‘A strategy is a coherent mix of analyses,
concepts, policies, arguments and action ‘The long-term direction of an organization’
that respond to a high-stakes challenge’ Exploring Strategy
Richard Rumelt
_ \_ J

Sources: A.D. Chandler, Strategy and Structure: Chapters in the History of American Enterprise, MIT Press, 1963, p. 13; M.E. Porter, ‘What
is strategy?’, Harvard Business Review, November-December 1996, p. 60; P.F. Drucker, ‘The theory of business’, Harvard Business Review,
September-October 1994, pp. 95-106; H. Mintzberg, Tracking Strategies: Towards a General Theory, Oxford University Press, 2007, p. 3.



Chapter 1 Introducing strategy

Our fundamental definition of strategy is: strategy is the long-term direction of an
organisation. We shall add to this definition later in the chapter, but already this implies
a more comprehensive view than some of those definitions above. Thus, for example, the
long-term direction of Amazon is from book retailing to retailing more generally. For Dis-
ney, itis from cartoons to diversified entertainment. Our fundamental definition has advan-
tages. First, the long-term direction of an organisation can include both deliberate, logical
strategy and more incremental, emergent patterns of strategy. Second, long-term direction
can include both strategi Qo and competltlon and strategies that
recognise the rolgs of coo n

The three ts of this strategy deflnltlon th |rect|on and organisation —
can eac xplored further. The strategy of Tesla Motors il &s important points (see

o ong term. Strategies are typically measured over years, for so anisations a dec-
e or more. The import rspective on strategy asised by the
three horizons' fr. three-horizons fr rk suggests

w organisation vities in terms of different ‘hori-
Q zons', defi e. Horizon 1 businesses ar the current core ies. Inthe

1

case of Te ors, Horizon 1 includes the origi Roadster car a sequent
models. Horizon 1 busines g but the expectation is that,
in the long term, they risk s of profits (or MVer else
the organisation values). ng activities that should pro-
vide new sources of profit. e new mega-battery business.
Finally, there are Horizon 3 pen and for which outcomes are

and development pro@star‘c-up

even more uncertain. Thes
se might be further solar icinitia-
rtation. For a fast-moving organis%like Tesla,

efending and
flat or declinin
businesses ar
,that might i

N ventures, test-market pilot
P tives, and maybe other typ
few years from the present time. In a rmaceuti-
9 regulatory processes for a new drug any years,

es and types
"framework is
xisting activities.

Horizon 3 might generate
cal company, where the R
orlzon 3 might be a decade ahead. While timescales might differ, asin

firm can move at differe the basic point about the ‘three h
managers need to avo ing on the short-term issues o

’(9 O

Sample provide
Performance Pea rson orhﬁizon 3 > create viable options

potential —
Wbuild emerging businesses
—_—
Ml > extend and defend core business

Time (years)

Source: Adapted from M. Baghai, S. Coley and D. White, The Alchemy of Growth, Texere Publishers, 2000. Figure 1.1, p. 5.



1.2 What is strategy?

lHlustration 1.1

as in the world?
y Stock Photo

Are there eno €

Source: Jim We

Launched in 2008, the Tesla Roa taggering acceler-
ation (Mo —60 mph in 2.1 sééends), shattered
the image@;ctric cars as slow golf buggies or

transport. By 2022, Tesla Motors was worth more t
more valuable than the world’s nine next largest ca

nies. Its charismatic chairman, visionary and main
PayPal cofounder, and SpaceX CEO, Elon Musk.

Tesla iginally the brainchild of three Silicg
engineers ed by global warming. Lithium-io
improvem eant Tesla could build a high-perfg
sports car wi ower prices than competitors a
zero emissions. Jhey recognised the opportunitie

by continuin nces in battery performance."Tesla
provides zero electric power generation frommits
‘giga’ battery fac} d Tesla Energy now sells

for homes and busi d aims to offer an energ
for the world. The co

a mission is: ‘The company aims
to speed up the world afisition to sustainable energy
sources by making electric other energy prod-
ucts more affordable’. 0

Tesla's strategy has been to succeed'in t#(lﬁ
market, where customers will pay a premiu (o]
sports cars, and then go down market with higher volume

and lower price models. All free cash flow is ploughed back
into R&D to drive down costs and bring follow-on products

e

Tesla Motors: the future is electric!

of new car owners recorded the most complaints for Tesla
of all brands in the USA. The final production of the Model
3 had come three years late. Elon Musk talked of ‘produc-
mwith cars coming off the production line requiring

'Tonal work (at one point, Tesla was produc-
ing ca ithout s nd asking dealers to bolt them on in
the showroomes): is highly outspoken, sometimes
causing outrage on T famously dismissing finan-
cial analysts in a formal r their ‘boring bonehead

questions’. His groundless cl ut taking the company
private led financial regulators e him with securities
ing him to step down as? an for three years.

R looms from estab@competitors such
gen, Hyundai, Toyo d Nissan. These
g billions into hy d fully electric
tablished manufac and supply-

arge-scale production (Joyota's 2021
s more than eight timesithat of Tesla).

as BN
companie
cars and have
chain capabilit
production vol

Some manufa chas Volvo (owned by China’s Geely),
are aiming to rol and diesel car production entirely
in the nex New electric vehicle competitors are

also spri ch as the Chinese Nio, which has lower-
pri O clever battery-switchin nology, and
ormula E battery designer a anufacturer,

ucid, which now produces a car that outperforms Tesla on
range and has better recharging syster‘hyota is among
companies investing in hydrogen fuel rs which have a
much longer range and much quic ging times than
electric cars.

Nonetheless, Tesla's new ov
and China plus the cheaper nd Model Y cars drove
2021 sales to 936,000 units per cent on the previous
year. The company pr00 ecord profit of $5.5bn and
Tesla was forecasti er 50 per cent growth in sales
for 2022. Wiy a n to save the planet, maybe Elon

f spokenngss is not so inappropriate.
Gg D. Baer, ‘'The making of Tesla’, Business Insider,
11 November 2014; (2) Sainato, 'How do they expect to run without
us’, theguardian.com, 30 January 2019; (3) ‘Tesla expects 50% growth

despite supply chain woes, BBC News Business, 27.01.22; (4) R. Water
and P. Campbell, ‘Tesla: Reality begins to collide with the Elon Musk’s

ctories in Germany

to market as fast as possible. Customers buyin re Road- e ) o .
Ty 15 June 2018.
ster and Model S were actually payirrlgfaFElﬁ/ &WOVPC]@"C""VT? e

of cheaper cars: first the Model 3, a slower, low-cost famil

launched in 2020.

car launched in 2019, and then the Model Y KQ@J'sSb ncﬁlgn?ons
1

New product introduction and scaling up have caused
problems. Tesla accounted for 24 out of the 31 investigations
by US safety regulators into advanced driver-assistance sys-
tems in 2016-2022. In 2020, the influential JD Power survey

How does Tesla Motor's strategy fit with the various
strategy definitions in Figure 1.2?

2 What seems to account both for Tesla's success and for
its 2021-22 difficulties?
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relationships, for example
investors.

use strategy typically invo
&ometimes called 'strat
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Strategy involves pushing out Horizon 1 as far as possible, at the same time as looking to
Horizons 2 and 3.

* Strategic direction. Over the years, strategies follow some kind of long-term direction
or trajectory. The strategic direction of Tesla Motors is from the disruptive competitive
business model of the electric car to a diversified set of solar power offerings. Some-
times, a strategic direction only emerges as a coherent pattern over time. Typically, how-
ever, managers and entrepreneurs try to set the direction of their strategy according to
long-term objectives. 'ecNAa e objective guiding strategic direc-
tion is usuallylmaximising profits for shar ders. H ver, profits do not always set
strategi n. First, public-sector and charity or& ons may set their strategic
direct ording to other objectives: for example, a , b's objective may be
toée up from one league to a higher one. Second, even rivate sector profit

always the sole criterion for strategy. Thus, family busm? may sometimes
rifice profits for famil jecti xample passing down anagement of
the business to th ives behind strategi ction always

need close scr
d as discrete, uni entities.

and externally. TMbecause
stakeholders, in r words
upon which themisation
e filled with people, typically
s of what should be done. For
erhard, was fired by new Chair-

ontinued for 15 year trategy,
anisations and to consid@ people

nally, organisations are .surroundeqE by important

internal and e
the organisati
rnally, organis
r less reason

organisations typically h
people and groups that d
itself depends (see Chapt
with diverse, competing a
instance, the original co-f
man Elon Musk and their
therefore, it is always imp
involved and their differen

ppliers, customers, alliance partners, r ators and

anaging people, relationships an@rces, the sub-
tha

agement’. This book takes the% t managing is
al important in strategy. trategy is about the practicalities anaging as well
as thiys of strategising.

1.2.2 Pu{a*sﬂ, mission, 'eati@
r? Ha

What is a strategy fo Nrsi y Montgomery® answers by arguing that
the core of strategy is defining and expressing a clear and motivating purpose for the organ-
isation. Whether in the private or public sector, this purpose is generally loftier than just
maximising profits: it could be to improve the environment or help the wider community for
instance. Such a hsaﬂ‘iip\IEppfoGVﬁdeidly\ﬂra)tivate employees and stakehold-

ers than profits alone. In? d, focusi xclusively on short-term profits can be detrimental
IEAFEBICOM

to longer-term value cre

* Organisational Purpose is the reason why a company exists. It stems from internal
drivers, such as the founders’ and subsequent organisational leaders’ beliefs and com-
mitments, and external drivers including stakeholder influences (see Chapter 6 for fur-
ther elaboration). Purpose is also influenced by broader contextual pressures, such as
environmental shocks from a pandemic or climate change, that may cause firms to revisit
and adjust their purpose. If the stakeholders of an organisation can relate to such a pur-
pose it can be highly motivating.® According to Montgomery, the stated purpose of the
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organisation should address two related questions: how does the organisation make a
difference; and for whom does the organisation make that difference? These questions
challenge strategists to move from the abstract concept of purpose towards concrete
action. Chapter 6 examines purpose in more depth.

* Avision statement is concerned with the future the organisation seeks to create. The
vision typically expresses an aspiration that will enthuse, gain commitment and stretch
performance. So, here the question is: 'What do we want to achieve?’ Porras and Collins
suggest managers @ th Q e were sitting here in twenty years what

ted or achieve hr;lta example of Henry Ford's original

do we to hav a
visiomi ery early days of automobile produc the ownership of a car should
ify, the vision is to become

e n'the reach of everyone. For the Swedish music
perating System of music’, a universal platform for just as Microsoft is for
ice software.

v A mission statement ai
w tally there to

ion is fundamen-
n be thought of

about what the or
s and stakeholder

asaway o s is often expresseddn‘the apparently
Q simple ging question: ‘What b we in?’ Two lin uestions that
can d ‘s ‘business’ are:’ Id be lost if the nisation did

h they do notu exact term
nderstanding t ndamental
ement of what the organisation
organisation’s mission by asking
ersinagravel and asphalt company

ke people’s lives bet improving
of Utrechtin the Netherl@he mission

g the next generation of researchers and addressing

@ not exist? i ?
‘mission statement’, C Porras’ sugge

mission can be done b
actually does, then rep
‘Why do we do this?' T

arriving at the conclusi

N the quality of built stru

P includes educating stu
9 social issues.

* Objectives are statemen

& sector, these are often ex

profits or share valuati e, two or three years’ time.® In -profit organisations,

&b'ectives will focus on g services to target groups rat financial objectives,

gh the organisation will need to generate sufficien me to cover their costs.

ibgly, organisations are also setting objectiv e to as ‘the triple bottom

ch as those above, but also envi-

line’, Q\ is meant not only economic objecti
ronment ndiiﬁems toOwnhefcor rate responsibility to wider society

with a descri

specific outcomes that are to be achi % the for-profit
ed in precise financial terms, forins , the level of sales,

(see Section 6.

Figure 1.4 shows a four-step hierarchy that connects the broad, abstract concept of pur-
pose to narrower, concrete objectives by way of the organisation’s vision and mission.

Purpose, vision and mission statements can offer ;more enduring sources of direction and
motivation t I @F@MI r,thesa statements should be authentic and

meaningful. Purposepvisi S issio ents are sometimes ineffective because they
PR com

are too bland and to

1.2.3 Strategy statements

David Collis and Michael Rukstad'® at the Harvard Business School argue that all entrepre-
neurs and managers should be able to summarise their organisation’s strategy with a ‘strat-
egy statement’. Strategy statements should have three main themes: the fundamental
goals (purpose, vision, mission or objectives) that the organisation seeks; the scope or
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Figure 1.4 Strategic hierarchy

Abstract IS |deal
Vision Future
Mission Activities

Conc& e D ro Specific outcomes

?L in of the organisatio
to deliver all of ¢

w Purpose, visio cribed above in o here we
Q concentrate o tage, with exan‘gall three

ensions: custo clients;
ical integration’). For a univer-
epartments to have (a business
hich activities to do internally
ise to subcontractors (for exam-
e or to subcontract the d third,
e country (for example, in Illustfation 1.2,
as campuses in China and Malaysia as vv its home

geographical location; and
sity, scope questions would
school, an engineering de
themselves (vertically inte
N ple, whether to manage ca
? whether to operate camp

the University of Nottingha

9 country of England).

&Advantage. This part of a strategy statement describes how the organisation will achieve
e objectives it has set for j its chosen domain. In competitiv&onments, this
@s to the competitive ad

ieve goals in the face

:for example, how a particular ny or sports club
competition from other compﬁ clubs. The organ-

isation ds to be better than others at achieving its parti r goal. In the public sec-
tor, a ? ight refer simply to the organisation, nity in general. But even
public-se anisations frequently need SW eir capabilities are not only
adequate, but upio ival d or, perhaps, to private-sector contractors.
Collis and Rukstad suggest that strategy statements covering goals, scope and advantage
should be no more than 35 words long. The three themes are deliberately made highly
concise. Brevity keeps such statements focused on the essentials and makes them easy to

remember and cmp'éhp%‘?ﬁ ?étﬁtegyiﬁtement might be: ‘To accelerate
the advent of a sustainablé solar economy by developing and incorporating superior battery-
based technologies intoP(e@rI'iS@ﬁ§Wmelectric products and bringing them to
market as soon as possible.” Of course, such strategy statements are not always fulfilled.
Circumstances may change in unexpected ways. In the meantime, however, they can provide
a useful guide both to managers in their decision making and to employees and others who
need to understand the direction in which the organisation is going. The ability to give a
clear strategy statement is a good test of managerial competence in an organisation.

As such, strategy statements are relevant to a wide range of organisations. For example, a

small entrepreneurial start-up can use a strategy statement to persuade investors and lenders
of its viability. Public-sector organisations need strategy statements not only for themselves,

10
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Illlustration 1.2 Strategy statements

Both Samsung Electronics, the Korean telecommunications, computing and TV giant,
and the University of Nottingham, a leading British university, publish a good deal

about their strategies.

Samsung Electronics
-

At Samsung, we follow a simpl ess philosophy: to
devote our talent and teﬁ creating superior
products and services t ibute to a better global
society.

Every day, our p*ring this philosophy to life. Our
leaders search f rightest talent from aro
world, and give,thafi the resources they nee
atwhat they % resultis creating s
services tha tribute to a better
promises tomrm responsibly
pany and beljeves ethical manag
respondi@apid changes in the global busin
ronment so a vehicle for building trust wit
stakeholders.

According to Samsung’s motto, it intends to

world inspiration to create the future of electro
vision reflects Samsung Electronics’ commitment

ing its cwmties by leveraging Samsung’s t

strengths:*New Technology’, ‘Innovative Products’,
ative Solut ~As part of this vision, Samsung has
out a specifi of investing $250 billion in the n

years to enh apabilities in artificial intellige
pharmaceuticawiconductors and robotics industries.
The aim is to st n its global position in com
industries, such J;hip market, as well as to

new opportunities f th in next-generation t -
munications and rob % his end, Samsung has also
established three strateg & hes in its management:
‘Creativity’, ‘Partnership’, an l

University of Nottingham Strate

A member of the prestigious Russell Group ofgeN

the University of Nottingham is one of the UK's largest, with
48,000 students from 150 countries spread across campuses
in Nottingham, China and Malaysia. Founder Jesse Boot's

tter. This will allow the University to make an

O No
\ ottstamding contrifution to supporting the United Nations
h Sustainable Dev Goals (SDGs).

puses, the University is ener-

ally and to reach out to a
wide range of stakeholder ontinue to develop its
campuses to meet contempo eeds of staff and stu-

new kinds of space, to ecure and inclusive
that support commLQ/ell-being, and to

n that is more tha ree butincludes

social, cultural a&rting life open
rther evolve into One mniversity with
ntries and, to fac this, a global

ated among stafmstudents to
rnational engagement in teaching
ve and entrepreneurial environment
and physical well-being, the University
s and improve lives through education,

nowledge exchange and @nepare stu-
ad rich and fulfilling lives. The Uniw¥érsity will focus
on recruiting students and staff with t ighest potential
and desire to succeed and will putin plawasures to elim-
inate the attainment gaps between ts from diverse
backgrounds. Equality will be embe decisions about
staff recruitment, reward and pr n. While the inten-

tion is not to grow the Universi ulation much further,
it will reach out to new potefitial sttidents across the world,

attracting those who wi ssonline resources, contin-
uing professional deyel nt and lifelong learning.

www.samsung.com and the University
, www.nottingham.ac.uk.

e
Through its exce J&

gised to engage locally

campuses in
mindset is bei
enrich and de
and research.
Through

Sources: Edited extr.

ﬁtﬁa m'Strate

Questions

1 Construct short strategy statements covering the goals,

sentiments of discovery, enterprise tmnpit rp}t- 'p Qd [atage of Samsung and the University of
9| co mlrmE; tOOVI otglg an [}

of the human condition, combined w

w much do the different private and

improving health and well-being, are embed%\ar\s{o n .eﬁmaor contexts matter?

versity's culture.

In a recently announced new strategy, the University is
to become one without borders, engaging with the oppor-
tunities presented by a changing world and creating an
ambitious and creative culture to enable it to change the

2 Construct a strategy statement for your own organisa-
tion (university, sports club or employer). What impli-
cations might this statement have for your particular
course or department?

11
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Figure 1.5 Levels of strategy

Concerned with:

e the scope of the organisation
e portfolio analysis Corporate-level strategy
e organisation design
e resource allocation

Concerned with: 0
e competitiv valfie strategy
e innovati

o respi‘n@ als’ moves

ned with:
ctional plans

Integration

BusinessLe@

but to reassure clients, funde ulators that the
tary organisations need pers
donors. Thus, organisations o
statements on their websites
on the strategies of two ver

the private sector and the Un

ties are the righw. Volun-
der to inspire volunteers and
erials relevant to such strategy
.2 provides published materials

technology giant Samsung from
the UK from the public@r.

v

far, we have considered an organisation as a whole but, inside an orga ion, strategies
xist at three main levels

( igure 1.5).

° orate-level strategy .erned with the overall sco n organisation

ow value is added to the constituent businesses of anisational whole.
Co vel strategy issues include geographical sco rsity of products or ser-
vices, a J of new businesses, and how resou ocated between the dif-
ferent elemaw nisation. For TeslajmoVingfrom car manufacture to battery
production for ho awse nate—level strategy. Being clear about cor-
porate-level strategy is important: determining the range of businesses to include is the
basis of other strategic decisions, such as acquisitions and alliances.

* Business-level strategy is about how the individual businesses (or operating units)
should compSa'rrﬁP h‘t 'ewildte(ﬁlsvi)aen called ‘competitive strategy’).
These might be stand-alone businesses, for instance entrepreneurial start-ups, or ‘business
units’ within a larger &&afos.MnGMStrategy typically concerns issues such as
innovation, appropriate scale and response to rivals’ moves. For Tesla this means rolling
out a lower cost electric car to build volume and capture market share in advance of
potential competitor entry. In the public sector, the equivalent of business-level strategy
is decisions about how units (such as individual hospitals or schools) should provide best-
value services. Where the businesses are units within a larger organisation, business-level
strategies should clearly fit with corporate-level strategy.

* Functional-level strategies are concerned with how the components of an organisation
deliver effectively the corporate- and business-level strategies in terms of resources,
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processes and people. For example, in 2021 Tesla organised an ‘Al Day’, showing off
its artificial intelligence initiatives and plans in order to accelerate the recruitment of
more Al engineers required to support its strategy of growth and innovation. In most
businesses, successful business strategies depend, to a large extent, on decisions that are
taken, or activities that occur, at the functional level. Functional decisions need, there-
fore, to be closely linked to business-level strategy. They are vital to successful strategy
implementation.

This need to link the buNsQf ional levels underlines the importance
of integrati stfategy. Each level need alig with the others. The demands of

integ s define an important characteristic .strategy is typically complex,

re%i areful and sensitive management. Strategy is r }Je.

Q In order to y, this book pr(ﬁa framework

thatemp es. The Explorin tegy Frame-
work incl j j jti sation; assessing strategic choices
ree elements p the struc-
by the three circles of Figure 1.6.
ee major areas; together they pro-
ituations. The following sections of

e under each of these@nents of the

for the future; and man
ture for the three Parts o
A complete strategy anal
vide you with a practical t
this chapter will introduc

Figure 1.6 The Exploring Framework

Macro-
environment

Evaluating

Strategy
choices in action

13
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wto three Parts in
Q ogical series of

Exploring Strategy Framework. But, first, it is important to understand why the framework
is drawn in this particular way.

Figure 1.6 could have shown strategic analysis, strategic choice and strategy in action in a
linear sequence - first understanding the strategic position, then making strategic choices
and finally turning strategy into action. Indeed, this logical sequence is implicit in the defi-
nition of strategy given by Alfred Chandler (Figure 1.2) and many other textbooks on strat-
egy. However, as Henry Mintzberg recognises, in practice, the elements of strategy do not
always follow this linear s hoi ave to be made before the position is fully
understood. So timas, a erfun ?of strategic position can only be
built from %rience of trying out a strategy in ac real-world feedback from
launchin product is often far better at uncovering ti

&strategic position than
rem sis carried out in a strategic planning department »office.
iAterconnected circles of Figure 1.6 are designed to emphasis potentially non-

inear nature of strategy. Positio nd action should be seen as closely related and,
%actice, none has pri h the book divide’ bject matter
i e process of strat st follow a
s. The circles are ov d interdependent. evidence
provided in | curs in tidy ways and that it is
better not to

However, the Exploring St
integrated framework with i
Chapter 2 introduces some
distinctive characteristics of s
ing others’ needs and reactio
picture (systems thinking) ar
following three Parts of the
organisation’s position, consi

X

ou with a comprmwe and
effectively with strategy. First,
ith strategy, underlining the
(system 2 thinking), anticipat-
g the interconnections_ of the big
of working with strat hen the
0 17) explore, in turn, how to@halyse an
choices it has and how strategies mi put into

oaction. You can use each of t pters to help you ask fundamental st questions
Qd to select essential concepts and techniques that will help you answ, . Working

matically through questio answers will provide you with the for persuasive
recommendations.

1.3{3?egic position o ’

The strateg Qon is concerned with the impact o@gy of the external environ-

ment, the organi tids@ﬁnur rﬁuaﬁlitie ,the organisation’s purpose and
ion

stakeholders and the orga ult standing these factors is central for eval-

uating future strategy. These issues, and the fundamental questions associated with them,
are covered in Part | of this book:

*  Macro-enviro gmﬁmatﬁfm i ﬁr“?témulti—level environments. At the
macro level, o§ i sareinfluehc gg ical, nomic, social, technological, eco-
logical and legal forc@@a)resb)ngcb pwestion: what are the key macro drivers of

change that are shaping the future of organisations and their sectors?

* Industry and sector. At the more immediate level within the industry or sector, competi-
tors, customers and suppliers also present challenges. The key issues in Chapter 4, there-
fore, are: how attractive is this immediate industry or sector and what can be done to
improve it?

® Resources and capabilities. Each organisation has its own strategic resources (e.g., machines
and buildings) and capabilities (e.g., technical and managerial skills) that support its
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position in a market. Chapter 5 asks whether the organisation’s resources and capabilities
are adequate to the challenges of its environment and the level of its goals.

® Purpose and stakeholders. Purpose has already been introduced, but Chapter 6 investi-
gates how the values of key stakeholders define the purpose of an organisation. Tying
stakeholder values together into a coherent organisational purpose is the role of cor-
porate governance which is the structures and systems by which organisations are held
accountable for their actlo y questions here are:is the purpose of an organisation

an appropriate on Q it?
® Cultur trcﬂe apter 7 explore tional cultures can also influence

str, e cultures are typically a product o satlon s history, industry or
e hy. The consequence of culture can be strateg/ Iure to create necessary
ge. A fundamental question here, therefore, is: how doe e fit with the required

sing the Explorln junction with IIIustr( .1, points to the
is the future of th any given the
usiness both to be environmentally
istinctive capabilitiesreally valued
investors and tdw sustained
ope with rising ¢ tition from
cars?

macro socia and political dema
nform to regulatory standar
consumers ide a financial r
investmentin furtherinn ducts? How wi
car industry giants that a ling electric an

1.3.2 Strategic ch

in terms of both the di@ns in which
ich strategy might be pursued. For instance, an
organisation might have f strategic directions open to it: the o isation could
diversify into new product d enter new international markets; or i d transformits
eX|st|ng products and markets through radical innovation. These varlo irections could be
ursued by different meth organisation could acquire a busi eady active in the
uct or market area; it rm alliances with relevant orgﬁons that might help
strategy, or it could 0 pursue its strategies on its o ical strategic choices,
Iated fundamental questions, are covered in th pters that make up Part

II of v follows: §
® Business te s Th n ic choices in terms of how the organisa-
tion seeks to co v@ ess level. For example, a business unit could

choose to be the lowest cost competitor in a market, or the highest quality. The funda-
mental question in Chapter 8, then, is what strategy, and what business model, should a
company use to compete?

. Corporatesam pli@ivpff@ﬁﬂid‘@dwigﬁizalevel of an organisation is typically

concerned with issues of corporate scope; in other words, which businesses to include in
the portfolio. ThlsTEe § megree of diversification, with regard to prod-
ucts offered and markets served. Corporate-level strategy is also concerned with internal
relationships, both between business units and with the corporate head office. Chapter 9
addresses the fundamental questions of which businesses you should be in and how you
should manage them.

Strategic choices involve
strategy might move and

* International strategy. Internationalisation is a form of diversification, but into new geo-
graphical markets. Chapter 10 addresses the fundamental question: where internationally
should the organisation compete?

15
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9' Strategy development proc

® Entrepreneurship and innovation. Most existing organisations have to innovate constantly
simply to survive. Entrepreneurship, the creation of a new enterprise, is an act of innova-
tion too. A fundamental question in Chapter 11, therefore, is whether the organisation is
innovating appropriately.

® Mergers, acquisitions and alliances. Organisations have to make choices about methods
for pursuing their strategies. Many organisations prefer to build new businesses with their

own resources. Other organisations develop by acquiring other businesses or forming alli-
ances with complemern rs al question in Chapter 12, therefore,
is whether y amothercompany, ally'o aln

Again, isa t

tegic choice are relevant to the case o rs (Illustration 1.1). The
Expl tegy Framework asks the following kinds of questions here. Should Tesla con-
ti togproduce new higher volume cheaper cars or stick to its previ specialised sports
carproducts? How far should it widen the scope of its businesses: is ing batteries for

&novate next?

tion? Where should

ed and how tlde imple-

e issues are cove the five
own fundamental questions:

Managing st in action i
mented. The emphasisisont
chapters of Part Ill, and inclu

how strategie
lities of managi

® Evaluating strategies. Ma existing and forecast perfor-
mance is satisfactory and that might improve it. The fun-
damental evaluation ques ollows: are the optio itable in
terms of matching opport ey acceptable in the eyes@niﬁcant
stakeholders; and are they e capabilities available?

ategies are often developed through fo planning

processes. But sometimes t tegies an organisation actually purs emergent
& in other words, accumulat atterns of ad-hoc decisions, bottom-up initiatives and
id responses to the una ed. Given the scope for emerge fundamental

tion in Chapter 14 is: d of strategy process should isation have?

e | ting strategy. Once a strategy is developed, the or n needs to organise
for su&l implementation. Chapter 15 addresses bot rd"issues of implemen-
tation, f le s!ructu re and systems and the ‘so es’ of culture and procedural

o}

justice. The fundament iom; th rcwmat kinds of hard and soft elements are
required for the ch N

* Leadership and strategic change. In a dynamic world, strategy inevitably involves change.
Managing change involves leadership, both at the top of the organisation and lower
down. There is not just one way of leading change, however: there are different styles and
different /everS‘a mme) pd?ﬂ%hdre&;u\ﬁial in Chapter 16 is: how should the

. organisat.ion managepeée.éa';yschgan esceatﬁ%d by the strategy? .
The practice of strategy. Inside the broad processes of strategy development and change is
a lot of hard, detailed work. The fundamental questions in Chapter 17 are: who should do
this strategy work, the activities involved in the work, and the methods they can use to do it.

With regard to strategy in action, the Exploring Strategy Framework raises the following
kinds of questions for Tesla. How will Tesla return value to shareholders going forwards?
Should Tesla move towards a more disciplined strategy development process rather than
depend on the vision of Elon Musk? Does Tesla need more structure and systems? Are the
right people and methods being used in Tesla’s strategy-making activities?
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d social enterprises. Ch
nisational forms.
ategy tools and techniques are relevant to non—profitsg
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1.3 The Exploring Strategy Framework

Thus, the Exploring Strategy Framework offers you a comprehensive methodology for ana-
lysing an organisation’s position, considering alternative choices, and selecting and acting
on strategies. This review of the main elements of the framework now allows us to refine
and extend our earlier broad definition of strategy in Section 1.2.1 to state that ‘Strategy
is the long-term direction of an organisation, formed by choices and actions about its
resources and scope to create advantageous positions relative to competitors and peers
within changing environmental and stakeholder contexts.’

3.4 wtn Qerm Q‘E’ﬁ sustainability and

| trans ormation

through the elements of the Exploring Strategyfra@?are many major themes
ing non-profit organisations, sustainability and digital tr. ation.

ublic or social ;rat unlike for-

wners. Non-p rganisations
are self- i it distributi lve some degr; voluntary
participation. i on generates in of its costs
are to be reinvested in th nd not paid outmivate gain.
Although non-profits are ng in sufficient funds to allow the
organisation to deliver on eir funding from sponsors such as
government, donors and hat they can generate from the sale
of products or services. T on-profits to deliver eir purpose
for social benefit. The en erefore, is often not the@e source of
funds for the non-profit or example, hospitals may not c)ﬁrge patients but

on-profit org

These organj

instead receive funds fro ments or donors, and even generate so venues from
on-site retail facilities. No s include a wide range of organisati%luding schools
and universities, hospitals, charities, theatres, social clubs, religious assogiations, cooperatives
rovides more detail on non-pro discusses hybrid

ell as for-profit organi-
sa tegy can help non-profit organisations ma ecisions, improve coor-
dinat hleve sustainable outcomes. For e ,strategy tools can help with

organisati Om sion, missio (ﬂap r 1), identify major environmental
threats and opp Q(Ne key capabilities (Chapter 5), manage organ-
isational governance (Chap link"'goals to resource allocation decisions (Chapter 14)

and inform organisational design and change (Chapters 15 and 16). Non-profits that charge
users for their services, such as museums or sports clubs, often operate in competition with

for-profit co \ﬁflné )ﬁ a ga profit, their need to meet budgets
to sustain thﬁam fé\;ﬂ égtrVur ions are not much different to their
for-profit competltovpéa'eg@nrmot charge their users for services, they still

compete with other non-profits for funding from sponsors, such as governments and philan-
thropic foundations. Non-profit concepts and examples occur throughout Exploring Strategy
therefore: refer to non-profit in the index for detail of relevant sections.

Sustainability

Widespread awareness of climate change in particular is changing stakeholder perceptions
of the role of organisations in society. Customers, employees, communities and even inves-
tors are now pressing organisations to be fully accountable for theirimpact upon the natural

17
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N Digital transformatio
? The twenty-first-century o

environment and the wider society. The 2022 United Nations Global Compact launched the
world'’s largest sustainability initiative, with over 14,000 companies in 162 countries, which
aims to align companies’ strategies and operations with principles relating to the environ-
ment, human rights, labour and anti-corruption. Through ‘Agenda 2030’, 17 Sustainable
Development Goals (SDGs) are identified that aim to help businesses act responsibly and to
address global challenges such as climate, water, food, poverty, conflict and inequality (see
Chapters 3 and 6).

Sustainable develop ae Mr aging positive relationships with
organisations’ natural a n o ? e time as meeting their eco-
nomic needs. anisations therefore need tom )én rinteracting goals for cre-
act: 1) economic, 2) natural and 3) social sustalnablllty principles
can icial to organisations through reducing resource c efﬁaent processes
inimising waste), reducing regulatory costs (for example, pen Q{non -compliance

ollution or health and safe s), protecting and buildin ny reputation,
retaining enV|ron and socially
pportunltles
i inabili i e goals and tarﬁfthe com-
pany (see Ch ess environme apter 3),
er 4), how the anisation’s
ter 5), affects tmeratlon

des of risk (Chapter 13), influ-
cts stakeholders (Chapter 6).

elevant sections.

ional landscape is being challengﬁy digital
iscontinuous change triggered and shaped by the

ogies.' The rise of the Internet of T loT), cloud
ata analytics, machine learning, bl ain and digital

wn as servitisation) are leadingyto the transforma-
processes and they also affe %cts, organisation

resources and capabilities m
of sustainable strategic opti
ences organisation and wid
Refer to Sustainability in the i

(Chapter 16)
etail of pa

ransformation, the pervasi
idespread use of digital te
d computing, 3-D printing

ct service integration (
ti ey business operatio

stru d management concepts in profound ways. For j , Germany's largest
compa ns focused until fairly recently upon heav ering in power genera-
tion system an infrastructure, but has now unﬁe a transformation with the

acquisition of it legy ﬂa disposal of many engineering
interests. Siemens h 0 G [ly from a manufacturing giant into a
digital services provider. Digital transformation is not just limited to businesses but is also
relevant for public sector and non-profit organisations. For example, city authorities are
increasingly using smart technologies to deal with air pollution, traffic congestion, cyber

security and fre$ amm 'pFGV‘l'deﬂ vllaa:es between public and private

sector partners.'

Digital transformatlopﬁafreﬁalm 6f an organisation and relates to many sec-
tions in Exploring Strategy. For instance, digital transformation relates to the technology
element of PESTEL analysis in Chapter 3, ecosystems in Chapter 4, business models and
platforms in Chapter 8 and innovation in Chapter 11. Digital transformation is an impor-
tant element of the leadership and strategic change issues considered in Chapter 16 and
digital tools are now playing an increasing role in the practice of strategy, as discussed in
Chapter 17. Refer to Digital transformation in the index for detail of particularly relevant
sections.
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@ be a crucial source of ideas and feedback for senior ma

Vn the big issues faci
F

/ional subsidiary, Chantal,
i‘ a non-profit organisati

Strategy work, defined as the effort needed to make strategy happen, exists at almost all
levels of management and among external powerful stakeholders, often being co-evolved
with investors, regulators and advisers, and even media. Within organisations, strategy work
is not just the preserve of top decision makers but middle and lower-level managers also have

to understand and coaqini nthNg isation’s strategic objectives. Managers have to
communicat strat;g“ eams avrhi e greater performance from them
the more @cing they are. Indeed, as respo bilié asingly decentralised in many
orga , middle and lower-level managers pla j g part in shaping strategy
t s. Because they are closer to the daily realities of ess, lower-level manag-
nt teams. Being able

ith senior managers
in promotion.

participate in an organisation’s ‘strategic conversation’—enga
part of what it tak

or many m job. However, t are also careers
focused up in both private @ublic sectors.
Many larg or analystroles: ically requir-
ing a for i nning is a poteAareer route

for many readers of this b
a board-level position. St
with the original leading f
joined now by more gene
with its own strategy con
partners of consultancy fi
in other organisations. Bu
as that of Claudia in the o

The interviews in lllust
work that managers and s

nal experience,wnay lead to
wth industry in the last decades,
oston Consulting Group and Bain
ure, IBM Consulting, and PwC, each
consultants may aspire to becoming

em to move into boa el positions
in demand for strategy cons g roles, such

19
.3 give some insights into the differe thls of strategy
egy specialists can do. Galina, the ma of an interna-
egy consultant, and Harminder, h a strategy office

ve different experiences of stra , but there are some
on themes also. All fi tegy work stimulating and re % The two specialists,
G @nd Harminder, talk more than Galina of analytic ch as scenario analysis,

sensiti \[-al sis and hypothesis testing. Galina discov ctly the practical challenges
of real- rQate ic planning, having to adapt thﬁduring the first few years in the
United King mio; ises thesi ﬂ»cgoff ibility in strategy and the value of
getting her manag mvhgoc through involving them in strategy making.
But Chantal and Harminder too are concerned with much more than just analysis. Chantal
emphasises the importance of gaining ‘traction’ with clients, building consensus in order
to ensure implementation. Harminder also realises that delivering recommendations is just
the beginninwm |Qy Wli@édngiyan from key stakeholders is critical for
implementation. He sges strategy and delivery as intimately connected, with people involved
in delivery needing a lﬂ(ﬁrﬁmﬂ (fﬂﬁh to be effective, and strategists needing to
understand delivery.

Strategy therefore pervades a wide variety of jobs and can also be the specific focus of
a career. It covers a wide territory from formulation to implementation, requiring a broad
set of technical and social skills?® and, while individual strategists may focus on a particular
aspect of strategy, effective outcomes mean it is crucial to link analysis with implementation

on the ground. It is complex work that real people do. An important aim of this book is to
equip readers to do this work better.
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lllustration 1.3 Strategists

For Galina, Chantal and Harminder, strategy is a large part of their jobs.

Galina

At the age of 33, after a start in marketing, Galin
managing director of a Russian-owned British IT
As well as developing the strategy r lo@al

she has to interact regularly wi rters: ‘Moscow
t
siness.’

is interested in the big pictur e details. They are
e subsidiary’s strategic plans:

interested in the future of t
She had to adapt subs

we had some ideas about strats
egy, but soon foun e reality was very diffe
plans. The stra s not completely
second stage had to change it alo
techniques ar&pt to the market.

stage, where we have the basics and
to get ahe be in the right plac

"When we first ca

tthe right tim

Galina works cl&%ely with her management team on
egy, taking them on an annual 'strategy away-day’
Chapter 17): ‘Getting people together helps them se
whole picture, rather than just the bits they are respo
for. It is good to put all their separate realities togethe
Galinais e astic about working on strategy:

‘I like strate rk, definitely. The most exciting thi
to think abotit where we have come from and wher
might be goi@e started in a pub five years ago
we have some implemented what we were hop
for then. Strate you a measure of success. It t

you how well you ne.’
Her advice is: ‘Alway astrategy — have an ulti

idea in mind. But take fee from the market and from
your colleagues. Be ready to trategy: the adjust-

ment is the most important.’ lb

Chantal

Chantal is in her early thirties and has worked in

one of the top three international strategy consultancies
since graduating in business. Consulting was attractive to
her originally because she liked the idea of helping organisa-

tions improve. She enjoys strategy consul§l Lﬁ ékp
solving problems. It's a bit like working case

§®
ness,

0N

Consulting work can involve financial and market model-
ling (see Chapters 4 and 13), interviewing clients and custom-

er U closely with the client’s own teams. Chantal
explains:

‘As a consultant, er
fact-based argumen t

a lot of time in building solid
help clients make business
decisions. But as well as

fa you have to have the
ability to get traction. Peopl v agree, so you have
to build consensus, to make su recommendations

orted and acted on.’ /

s the appeal of st consulting: ‘I
very high speed. the oppor-
kills. One year in ting is like

inder is a UK citizen working
, heading up a key part of the
icein a large hospital with a multi-

nt responsibility.

alysisis veryimportant h have an

f data from all the major con cies and

number of high-profile US academic adyisors and need
to assemble it for forecasting and trend an purposes.

A great deal of time is taken crafting
stakeholders. Informally, we use a ra
and techniques including statisti
analysis (see Chapter 3), sensitivit
hypothesis testing (see Chapte
internal surveys to monitori

ents for key
mtrategy tools
alysis, scenario
sis (see Chapter 13),
also carry out many

entation progress.’

the sheer amount of time

d, more importantly, politically powerful and
rich'@xternal stakeholders, regardless of their knowledge —
and they have to be flattered to get buy-in.’

What Harminder likes about the job is making a difference
by: ‘chgn ing people’s perceptions, getting powerful individ-

rlgw Edcwiand understand the reasons — rather

than hiding behind endless committees (see Chapter 17)".

Harminder has been surgki

and effort needed to ey internal and external stake-
ho@ualﬂ‘l have to consult every project manager
an

you have a problem and then you have to find a § i : . . )
Pecars Qﬂqum (interviewees anonymised).

fit the company, and help it grow and to be better.’
The work is intellectually challenging:

‘Time horizons are short. You have to solve your case in two
to three months. There's lots of pressure. It pushes you and
helps you to learn yourself. There are just three to four in
a team, so you will make a significant contribution to the
project even as a junior. You have a lot of autonomy and
you're making a contribution right from the start, and at
quite a high level.

Questions

1 Which of these strategy roles appeals to you most —
manager of a business unit in a multinational, strategy

consultant or in-house strategy specialist? Why?

What would you have to do to get such a role?
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This book is both comprehensive and serious about strategy. To understand the full range of
strategy issues — from analysis to action — it is important to be open to the perspectives and
insights of key disciplines such as economics, finance, marketing, sociology and psychology.
To be serious about strategy means to draw as far as possible on rigorous research about

these issues. This boo ﬁ m d approach to strategy, hence the articles
and books referenced

This bo re?ore covers equally the three s of strategy research: conven-
tiona are known as strategy context, strateg d strategy process. In terms
o loring Strategy Framework (Figure 1.6), conten reIates to positioning,

t to choice and process to action. Each of these branch ins various research
eams whose lessons can be readil applled to practical que f strategy issues.

V|gure 1.7 shows the

espective research these are listed
e as strong resear ms, the arrows
h.In more detall,éree branches

research stre as follows:
ntext refers

t, internaland e [ to organ-
isations. All organisati to take into a he opportunltlem threats of
their external environ cro-environme lysis has been an enduring theme
in strategy with early r n of the infl olitical, economic, social, techno-
logical, environmental dlegal tr e 1960s. Subsequently, researchers
have focused upon var i ding institutional pre s establish-
ing the ‘rules of the g anies operate. Industry @sis took off
as a research tradition s, when Michael Porter showed how the tools
of economics could be to understanding what makes indust ttractive (or
unattractive) to operat om the 1980s too, cultural analysts hwed sociological
insights into human behaviour to point to the importance of shar al understand-

ngs about appropriate f acting. In the internal contex al analysts show
&hat strategies are ofte ced by the organisation’s spe*ture In the external
text, they show how strategies often have to fit with rounding industry or
cultures Resource-based view researchers focu rnaI context, looking for
aracterlstlcs of each organlsatlon to the resource-based view,

the ecora f market im |6r onath hological analysis of perceptual

Figure 1.7 Strategy's three brancles

Context Content Process

(internal anngéeiQﬁ)ple pr&?iﬁ@ﬂovia (formation and implementation)
P¢argjon.com

Macro-environmental Choice

inthe apprOX|m

ously developing
tic analytical approaches of

Research: Research:

Strategic planning

Industry analysis and Choice and change

Strategy-as-practice

Cultural analysis performance

Resource-based
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wl
|

or emotional biases, and the sociological analysis of organisational cultures should reveal
the particular characteristics (resources) that contribute to an organisation’s specific com-
petitive advantages and disadvantages.

* Strategy content concerns the content (or nature) of different strategies and their proba-
bility of success. Here the focus is on the merits of different strategic options. Strategy and
performance researchers started by using economic analysis to understand the success of

different types of diversification strategies. This research continues as the enduring central
core of the strategy dis gh ﬂrﬂw list of issues addressed. For example,
contemporaryistrageg d orma archers mine various new innovation
strategi nt kinds of internationalisation ana complex kinds of alliance
ing strategies organisations adopt today. T rchers typically bring

economic scrutiny to strategy options. Their aim is lish which types of
gies pay best and under what conditions. They refuse to t*r granted broad

eralisations about wha /
ed and implemen\&search here
o

tical processes

Strategy process e
provides aran

tional and analﬂ systems
trategy involves le:since
ing to how the logy of
up politics and interests, tend
chers is to accept the irrational,
ather than to try to impose text-

-as-practice research ve been
mine the human realities@mal and
ion focuses attention on how people do strategy
g the right tools and skills. %

for the planning and impl
the 1980s, choice and cha
human perception and e
to undermine rational anal
messy realities of organisa
book rationality. Finally, si
using micro-sociological a
informal strategy processe

% ging strat-
Q . ing tradition h awn from

9 work, and the importance
am the above, it should be clear that studying strategy involves pers:@nd insights

a range of academic discj . Issues need to be ‘explored’ fro rent points of
A strategy chosen purel‘nomic grounds can easily be L%mned by psycho-
lo d sociological factors. e other hand, a strategy thati8c n on the psycho-
logi mds of emotional enthusiasm, or for sociological re ultural acceptability,

is liable l t supported by favourable economics. A ned by the four strategy
lenses to be Q ed later, one perspective is rarelyﬁn r good strategy. A complete
icall

C
analysis will typically dOrNs oOﬂcs, psychology and sociology.

1.6 Exploring strategy further

22

Samgle rovided via
at strat

So far, we have stressed egic issues are typically complex, best explored from a
number of points of vie\Paadqse §igleluniveersal rule for good strategy. This section
introduces two further ways of exploring strategy: one depending on context, the other
depending on perspective.

1.6.1 Exploring strategy in different organisational types

Although the basic elements of the Exploring Strategy Framework are relevant in most
circumstances, how they play out precisely is likely to differ according to different organ-
isational types. Non-profit and for-profit organisations have been discussed earlier in the
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chapter and applying the Exploring Strategy Framework can also help surface key issues in
other organisational types:

* Start-ups and small businesses. With regard to positioning, small businesses will cer-
tainly need to attend closely to the environment, because they are so vulnerable to
change. But, especially in small businesses, strategic purpose will be a determining issue:
for instance, this may not necessarily just be profit, but might include objectives such
as remaining mdepende en a pleasant lifestyle. The range of strategic
choices is I|ker to 9 usmesses for a small business, acquisi-
tlons dable, though t deade whether to allow them-

cquwed Some issues of strategy i be different; for example,

c change processes will not involve the same s as for large, complex
anisations.

ultmat/ona/corporatlons In this context, positioning in a co lobal marketplace
will be very impor ographical market [l for a separate
operating in ma erent countries
in national cultﬁply different
| styles internally? tegic choices
stions about w eographical

f most multinati Is point to
ose of organisational structure

markets to serve. The
significant issues for s
and strategic change.

® Family businesses. The
will range widely depe
may not be the most i
ing issue. For instance,
family control, handin
may be regarded as of

resource constraints may
/ for large initiatives such

robably be uppermos
|nesses are likely ton

dershlp

scope so their positioning issues
ngth in their industry, However, this
e as strategic purpose be a defin-
foremost consideration as objéctives such as
the next generation and maybe even sant lifestyle
mportance. Depending on the size of mily business,
r may not be a limiting issue in terms of gic options but
ing an acquisition, or being acquir, mily concerns will
sion makers’ minds. In terms of tegy in action, family
deal with particular complexg nd strategic change

In sh awmg on the same basic prlnC|pIes Iy5|5|sI|kerto vary in focus
across by d en ationa tion will indicate, it is often helpful
therefore to appl ‘N (é roblems

1.6.2 Exploring strategy through different ‘strategy lenses’
Exploringisa sam elejrp)qude\dtm being critical of existing approaches

as well as looking for.new and different things. In particular, exploring strategy involves
searching for new anaga Is’tS;Qé’l&Qm as we believe a comprehensive assessment
of an organisation’s strategy needs more than one perspective. In order to help you build
your awareness of different perspectives on strategy, we introduce ‘four strategy lenses’.
These lenses present distinct, theoretically informed perspectives on strategy that enable
you to perceive different ways of perceiving strategy. The four strategy lenses cover ways of
looking at strategy issues differently in order to generate additional insights. These different
perspectives will help you criticise prevailing approaches and raise new issues or solutions.
Thus, although drawn from academic theory, the lenses should also be highly practical in
the job of doing strategy.
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The four strategy lenses consist of:
® Strategy as design, which might be likened to an architect’s approach that is systematic,
analytical and logical.

® Strategy as experience, which recognises that taken-for-granted assumptions and ways of
doing things, biases and routines, will influence strategy.

® Strategy as variety, which focuses on new ideas and innovation bubbling up in unpredict-

able ways in an organ\ng N Q
o Strategyas urse, ses Up arha anagers use language to influ-
ences klng that strategy talk matters.
Non lenses is likely to offer a complete view of a str ituation. The point of
t is to encourage the exploration of different perspectlv irstifrom one point of
Vi d then from another. This might help in recognlsmg how oth ogical strategic
tives might be held ce, unexpected idea elf-interested
ategy discourse

To appreciat atthe fours framework bring our under-
standing of s e the Commentary at the e I, coming after ve had a
chance tow y frameworks to strategic posi The four

lenses are revisited after eac
insights into those Parts.

ing Part of the that you can dem deeper

Key takeaway

recognise the comprehen@atu re

e and emergent strategy and implegentation as
well as formulation. This i d in the following definition: 'Strategy is tbg-term

direction of an organisatio d by choices and actions about its resourt d scope to
create advantageous positions relative to competitors and peers in changiz ronmental

® |n addressing organisati
of the strategy, including

and stakeholder contexts.'

u can summarise a strat a strategy statement, which sho‘%ude an organi-
sation’'s goals, scope of activities and the advantages or capabiliti gs to these goals
wnies. Q
* You ess strategy at appropriate levels: for rporate-level strategy is
concerne |sat|on s overall scope; bysine | strategy is concerned with
how to compete aerned with how corporate and business-
level strategies are act Is need integrating.
® The Exploring Strategy Fra mework can be used as a basic template for strategy. This points

to three major elements in any strategy: understanding the strategic position, making
strategic choices for the future and managing strategy in action.

® You can getsalm pleteBMMldedgyi\an organisation, or in a specialist
role such as strateglcpgrgrroéséa 5. étasrﬁnt

* When thinking about strategy, a s issues of strategy context, content and process,
drawing insights not just from one disciplinary source but all three of economics, sociology
and psychology.

* Although the fundamentals of strategy may be similar, you should recognise the distinc-
tive issues raised by different organisational contexts, for example small businesses, mul-
tinationals or the public sector.

® Use the four strategy lenses of design, experience, variety and discourse to critically eval-
uate strategic issues from a variety of perspectives.
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Case Example
A viable unicorn? Airbnb
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The effect of the COVID-19 pandemic on Airb
online accommodation platform — was nothing
an apocalypse. The previous forecasts for 2020

revenues bn and netincome of $3.3bn, and
bnb gene just $3.4bn in revenue and mad
of $4.6bn for the year. However, Airbnb went g
December a successful IPO (Initial Publi

ing) that rais n from investors whilst, during

bookings rebo s recreational travel and rura
nations became ;j r. While some commenta
thought the pande&ould see the demise of f
others concluded th nb had proven it could be a
viable Unicorn.

Origins /0 l
In the US venture capital industry, a Un nOa

animal, a start-up company whose valuation excee
$1bn dollars. These Unicorn valuations are no guarantee
of long-term viability: notable Unicorn flops include the
note-taking company Evernote, g
and health tech company Theran
launch in 2007, Airbnb has reached a ZOZ‘RE:) i é
$113bn. The company was founded by Jo aj’ﬁ
Brian Chesky as a simple website with pictures of their loft-
turned-lodging space — complete with three air mattresses
on the floor and the promise of a home-cooked breakfast
in the morning. Gebbia and Chesky realised there was
often demand at conferences and festivals where hotels
would fill up quickly. After adding a payment facility to
their website, which allowed them to charge up to 15 per

Nt egooking (host pays 3 per cent; traveller 6-12
byPApril 2009, they were breaking even.'

Growth

Gaining angel investor@?rom Harminder Graham,

co-founder of Y Combinat rt-up mentoring pro-
gramme) the company provi p and website that
people seeking Iodgin{ enters who have

onal houses, apart&, or guest rooms

. Quickly, the coﬂexpanded to
de, increased the er of employ-

d to offices in th n district of

San Francisco.
In 2010, Ai
to poor prese

s experiencing slu listings due
of properties. Through using pro-
ers, which are now automatically
operties began to be presented more
d this rapidly increased st demand, as

d trust. In addition, Airb@cial Connec-
as introduced, which leverages users”social graphs
via Facebook Connect. This shows w er friends have
stayed, or are friends, with the host awows guests to
search for hosts based on other ch istics, like alma
mater. Again, this reassures potential glests.

With further venture fu in 2011, Airbnb
expanded through acquisiti quiring their largest
UK-based competitor Cra r just before the 2012
Summer Olympics in " Offices were opened in
Paris, Barcelona " Airbnb’s growth was explo-
sive with a high ation than the Hyatt and Wynd-

ngroups y 2014 and more guest nights booked
0 Hotels. By 2016, Airbnb was valued at $25bn —
more than any other hotel group.?

Airbnb proved attractive to guests and hosts as its
listings were far superior to others available at the time,

es compajpy Zynga igslist. Listings were more personal, with better
amﬁréﬁqgoﬁﬁaﬁgs yLaicer photos. The rooms were cheaper

ivalent ones at hotels and had more of a per-

niey
e g 5 5 g
sonal flavour. For instance, in a recent stay in Paris, a user

noted the host had left a selection of food in the refrig-
erator, a bottle of wine on the counter for her guests and
a welcoming note suggesting good places nearby to eat
out and convenience shops. Staying in another person’s
apartment makes the visitor feel far more at home than
an anonymous hotel room. For many young guests and
hosts, Airbnb fitted into the contemporary sharing culture
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Figure 1 Airbnb early growth story/AirBnB — From 3 guys renting mattress to $10 billion in seven years

AirBnB — From 3 guys renting mattress to $10 billion in seven years

but can’t pay
their rent

(Joe)  (Brian) P 2007 (Nathan)
: T g p ’
> e f
ﬁ = 0 AA LI &)
[ o] Q
-
In 2007 They de hey create a Three people The seed of a A third friend r,'\ T
two guys, Brian tore simple website show up and pay good idea — Nathan —is
and Joe, live in m $80 each formed brought
San Francisco make ney on board

Agiriend asked
if that was|
{_their only idea

2008

2 Travelled around
roperties in NYC — the pictures on
_& taking their own the website were

photos not good

NO) o

[

Q

$400 a week But were still Still in 2
and growing rejected by a Manilow"
famous VC rented a

2

In 2009 for their
irst $20,000 in
funding

,000
seed round

In 2010 and 2011
raised $7.2 million
and then $112 million

in investments

was
billion!

exemplified by easyCar&q here users can rent th
car to others, and Girl Mee% hat allows girls to bor-
row and lend their dresses fo &i)ccasions. For hosts,
rents provide a source of income Q y for soaring
accommodation costs in many major S. o N
Managing growth

CEQ Brian Cesky penned a memo in 2013 to his top man-
agement team, as follows:>

Hey team,

In 20 I
values

what was the single most j %ﬂ]t piece of advice
he had for us.
He replied, ‘Don" the culture.’
This wasn’t were expecting from some-
whiBfjust§avetis $150mn. | asked him to elabo-
9& He said one of the reasons he invested
in'us was our culture. But he had a somewhat cynical

view that it was practically inevitable once a com-
pany gets to a certain size to ‘f*** it up’.

Sa m p I e p rSQVi:dreddei)alan Cesky penned a memo in 2013

Our next team meeting is dedicated to Pemlso AcOiffgly, the company began to manage its cul-

ues, which are essential to building our culture. It
occurred to me that, before this meeting, | should
write you a short letter on why culture is so impor-
tant to [co-founders] Joe, Nate, and me.

...In 2012, we invited Peter Thiel [a major inves-
tor] to our office. This was late last year, and we
were in the Berlin room showing him various met-
rics. Midway through the conversation, | asked him

ture more deliberately. For example, Joe had become
concerned that, as the company grew, it had become
less open to dialogue. To encourage more discussion, he
invented the notion of ‘elephants, dead fish and vomit'.
As he explains: ‘Elephants are the big things in the room
that nobody is talking about, dead fish are the things that
happened a few years ago that people can’t get over, and
vomitis that sometimes people just need to get something
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off their mind and you need someone to just sit there and
listen.”* All three need to be aired. Airbnb also established
a series of annual meetings called One Airbnb, bringing
together employees (called ‘Airfam’) from all around the
world to the San Francisco base for four-day conferences
at which everyone can meet the founders, discuss strat-
egy and also talk about both their work ro ir
hobbies. The company has ‘groun ontgl S

office in the world dedicated ing the company
culture ‘come alive’, organ -Up birthday celebra-
tions, anniversary partl showers The company

is rigorous in its r pol|cy, committed to hiring
‘missionaries, not n*anes

At the same ti founders had begun to
selves again: our mission? Whatsi
that truly d %lrbnb"’ As they r
words: ‘It t% out the answer
For so long, ple thought Aj s about renting
houses. B Ily, we're about .You see, a
just a spa t a home is where you belong.
makes this global community so special is that fo

first time, you can belong anywhere. That is the id
core of our company.”

Airbn 021

Anyone anywhere in the world can list spare spac
room to a tree house, from a castle to anisland in

prices rangi m $50 to $2,000 per night. Th
quarters’ wa overed with world maps dott
hundreds of c#d pins, charting world domin
Pre-pandemic, was so popular that one
rooms was booked two seconds.
The company is n sed on the whole trave

with an emphasis on
focus on hospitality is not

ront of us.

rip
local experiences. This
here you stay, but

what you do - and who you hilst you re
there. Airbnb has introduced Neig 4”
lounges, partnering with local coffee sh ops

free wifi, a comfortable setting and local gwdebooks
They have also acquired a small start-up that connects
guests with locals who can answer their questions and

Airbnb also offers cleaning servic
site and apps now have subtle am

sapre rovidad via

credited to the loss of a quarter of Airbnb’s workforce
during the pandemic. Long stays now made up around
20 per cent of all bookings and were the fastest growing
segment. Airbnb had an estimated 6 million listings (more
than the top 10 hotel chains combined) in over 100,000
cities in over 220 countries.

N e pandemic, Airbnb had been providing a
aI ge to hotels with prices 30-80 per cent
lower than®oca

[ rs. However, this was provoking
k by arguing Airbnb rooms

ey were unregulated. For
example, in San Francisco, o h one must have a per-
mlt to rent for under 30 days nts were still illegally

ersonal homes and apa Similar problems
xperienced in New here an ‘illegal

ssed preventing p rom subletting
than 29 days. O ies across the

a reaction. Hote
were dangerous and u

world were stringent regul as local resi-
dents were cr ut of attractive CI res by short-
term rental p . In Paris, at one the largest

or Airbnb with over 60,000 apart-
ayor complained the city was being
n-air museum’. The city responded
n the registration and advertising of

, as well as placing a 1 ys per year
als. The European Union @ave Airbnb
imatum about the lack of price transparency, while
governments were widely raising conc%%)ver hosts not
paying tax on rental earnings.

During the pandemic, Airbn ess model had
been more resilient than its rlvd(ph revenues down
less than for travel-aggregato ia and Booking.com.
However, coming out of t mic in 2022, growth
rates were lower than ajor hotel groups as well

as Expedia and Bo m.® This weakness was con-
cealed somewh igh profitability achieved by

aFp cost- cuttlng on product development,
and staffing.

The future

Some critics have forecast a fundamental change in
arguing the company’s shares are
ompetitors such as Homestay (hosts

p

imagery to convince customers that it is morPIera frrsﬁna cmt) Home Exchange, Vrbo, Kid & Coe (family

service and more of a lifestyle brand. The focus is firmly
on ‘belonging’.

With over one billion cumulative guest arrivals as more
people began travelling after the easing of the pandemic,
Airbnb posted record host earnings of $12.8bn during
2021. In the face of rising inflation, increasing numbers
of families were applying to become hosts to supplement
their incomes. Company profits were also up, but this was

friendly), onefinestay (luxury accommodation) and oth-
ers chipping away at its business model. Hotel chains such
as Marriot International are also adding home-rentals to
their offerings. Cities and regulators continue to show
negative reactions towards short-term rental.” So-called
‘professional hosts’ (typically with multiple listings or
properties) have been very damaged by the pandemic,
leading to a shortage of accommodation as demand
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rises. However, other commentators focus on Airbnb’s QUEStiOﬂS
achievement of creating a new way to holiday, through

massive expansion of the accommodation base and des-
tination possibilities while providing a convenient way

1 Sticking to the 35-word limit suggested by Collis and
Rukstad in Section 1.2.3, what strategy statement

. } . i ?
for hosts to monetise their accommodation. For these would you propose for Airbnb?
commentators, Airbnb’s game-changing model stiII has 2 Carry outa ’three horizons’ analysis (Section 1.2.1) of
a long way to run As CEO Brian Chesky says, 't S of both existing activities and pos-
to be optimistic’.2 W mlght this analysis affect its
I —— $ future strat&gic
1. B.Cllune, ‘How Airbnb is building its ough belonging’, 3 Using the headings of, w ment, industry, resources
Culture Zine.
2. http://blog.airbnb.com/belon here/ [accessed May 2022]. f—’md ca.pabllltles,-purp.os gy and culture, seen
3. D. Leg, ‘Inflation may pus ilies to become Airbnb in Section 1.3.1, identify key ng issues for Air-
hosts’, Financial Times, 16 ry, 2022, available at: https:// bnb and consider their relat|ve
www.ft.com/content/,
[accessed May 2022]. from the previous s and mak-
4. ). Temperton (202 nd of v 1. 3 2 what alter strategies
at: https://www.wi .uk/article/airbnb-coy

. D. Lee, ‘Airbnb’

[accessed May 2
tegic thinking int6"action can be
ow Airbnb has a d this

ents seen in SecﬂB.S.

content/d42 4723-4327-8dd9-1
May 2022]. by considering
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2.1 Introduction

2.1 Introduction

As outlined in the previous chapter, the practical aspects of working with strategy are
central to this book. For students and practitioners, strategy involves a good deal of
work. An entrepreneur may quickly come up with an idea for a business, but there is a
lot more to do in turning the idea into the strategy of a real enterprise. This work will

involve careful strat Iu various strategy frameworks, formulat-
ing strategi Ians a enting them to multiple stakeholders
includin étlal employees and potentlal mvestors In similar fashion, a
strat study for a student will require several ppllcatlon of appropriate
frameworks, perhaps discussion in a smaII gro ossibly, some kind of

resentation.
%hls chapter addresses fundamental issues in strategy work im not only for entre-
Vreneurs and mana t. The focus here th is on how both
% practitioners an ssuesthatwﬂlo very complex
and uncertai i i u will find that ﬁtrategy work
Q involves c isti ic thinki rms of strategy is, the savvy
use of str. ols, skill in sizi organisation’s II situation,
@ good judgement, plans f i nderstanding of to commu-
nicate your strategy analy commendatio gy is typically about the future of

the whole organisation, e function, so
deal of work.

Figure 2.1 summarises

surprising that it can take a good

nd key issues. Section 2.2 introduces

N strategic thinking, in par ing slow. Section 2.3 goes on to
consider the role of strat rategic thinking, using SW alysis as an
P initial example. Various t echniques, such as allocentricism, ISSU s and system
9 mapping are introduced in 2.4 as underlying ways ofapproachln gic problems.
Section 2.5 then considers egy analysis procedures, including the is of published
0 ase studies and the investi of real organisations. Section 2.6 fi ddresses develop-
[ trategy in the form of'c plans, criteria for a good str ', and communicating

& y through presentat

f&/ V\
Figure 2.1 Key issues |9 M p G

Strategic thinking
Sample|prayided wiiaing

Pea

frameworks techniques

Strategy analysis
procedures

!

[ Developing and }

communicating strategy
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2.2 Strategic thinking

34

wl
|

S@
% hunting prey or escaping pr Today, thinking fast is still
wnchtime sandwi ut strategy reqU| king slow —

Strategic thinking is not like everyday thinking. This section introduces slow thinking, conver-
gent and divergent thinking and the role of checklists.

2.2.1 Thinking slow

Strategy involve Q thN;Or t use in most of our lives. Nobel
prize-winn rﬁ Kahneman describes two fundame ght processes: thinking fast
and thin Thinking fast is intuitive, quick and decm%neman calls this System

imd. Thinking slow is deliberative, analytical and th ahneman calls this
thinking. In biological evolution, thinking fast helped %mans act quickly

—

most everyday

ations, whereitisa ings: for example |d|ng which

situations whe akes are
ations descrlbe trategic
organisation it val. But
al reaction to most problems,
sand be over-confident in our
consider all the angles, gather

that a full strategy ana@noth for
s. It requires various framewotKs, a great

problems. Getting decisions
since humans’ evolutionary
even strategic ones. We have
first impressions. Thinking sl
more information and challe

What does thinking slow
practitioners and students, c

deal of quantitative and qu ata, multiple iterations, and finally ting in a
Qway that clearly identifies key nd makes persuasive recommendations. The eventual
ategy presentation may look simple, but this simplicity typically conce eat deal of
% and complex work. When reneurs make their initial ‘elevato es’ describing
if'strategies to investors, t‘y only take the 60 seconds eq%nt to a brief ride
in | ator However, behin 60-second pitch will typicallyfbe many long days and
nigh ght Thinking slow about strategy means not rushi conclusions, both as

a practl as a student.
In this b % fera variety of strategy framework ools to help you "think slow’

about strategy. Q ki ﬁcly perspectives, at the end of each chap-
ter, will help you pause a ways of seeing the strategic issues you
have in hand. In a similar way, the four strategy lenses presented at the end of each of the

three main Parts — Design, Emergence, Variety and Discourse — offer you contrasting ways of
understanding what is going on. Take the time to apply different thinking and diverse lenses

to the strategic i@ i fidllow thioGgbatietionk] 2

2.2.2 Two braind €arson.com

Thinking slow in strategy is important, but that does not mean everything is resolved just by
analysis. The Canadian management theorist Henry Mintzberg captures the need for holistic
judgement in strategy by using the metaphor of two sides of the human brain — the right
hemisphere of the brain and the left.2 The left brain is commonly associated with rational, lin-
ear and explicit thinking, while the right brain is more intuitive, holistic and implicit. The left-
brain analyses — breaks problems down into parts. The right-brain synthesises — integrates
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2.2 Strategic thinking

things into an overall picture. Just as for humans in general, Henry Mintzberg concludes that
both right and left-brain approaches are necessary for strategy. Of course, we need left-brain
analysis. But strategy often involves taking a position in situations of complexity, ambiguity
and incomplete information. In those kinds of situations, analysis cannot do everything.
Right-brain integration and judgement are required as well.

The metaphor of two brains is reflected in the distinction between two kinds of thinking
often used in strategy: convergent and ‘divergent’.3 Convergent thinking is like the left-

brain: analytical and Qwe is closer to the right-brain: creative and
receptive to g eas ? ere are certain strategic planning
activiti ﬁeneflt from convergent thinki g umbers and clear targets are
ofteré in strategic plans. But for designing thei @tlve breakthrough strate-

may underly these plans, managers, entrepreneu udents need divergent

@ ng as well. The implication is that creativity technlques brainstorming and
nging in diverse points of vi e an important part to playi rategy, especially

vt the beginning of

lysis can then test |I the divergent

king slow, as in @n 2.2.1,is not
e for more rlght rain or divergent
nt as well as ri r, naIy5|s and

on its own; you mjudgement
nt of decision is to give you and

r coming down on one side of the

strategic optio

Insum, s ires a broad range
justa mat alysis. Itis aIso amatter of allo
thinking. judgement are
calculation. Strategy anal rely produce an
as well. The point of anal final uncertai
your audiences confidenc have good r
argument or another.

2.2.3 Checklists

The techniques in Explorin y are designed to help you think slow other words,
be strategic and consider angles before making recommendati any of these
technlques take the form of checklists. Checklists help ensure that comprehenswe

your thinking, covering alitative issues amenable to the ri aln as well as the

ntitative issues favour e left. é
ckllsts are a key thinki ol in many professions. Surge (q re the first cut, airline

p re take-off and structural engineers before com eir designs all use check-
Ilsts ede any significant action by carefully at all necessary items have
been co flr . For example, surgeons pes, airline pilots check aircraft
doors and structu r@e ﬂrengths None of the items on their own take
very much expertise. B MI s, itis very easy to forget quite simple things
and think too fast. Where the stakes are high, as in surgery, passenger aircraft and bridges
or dames, it is wise to slow the thinking down before taking action.

Strategy is the same: it is hard for strategists to remember everything that might be

relevant on thei §Wh Lehgﬁﬂéﬁﬁdedf\ﬁlattlng something can be huge. That
is why many strateg P gi OfiiCk“Sts In this chapter, we shall use SWOT
analysis, an initial ¢ céaeﬁgé\ﬁy 6 nk about the overall strategic position of
an organisation. In Chapter 3, we shall use PESTEL as a list of factors (political, economic,
social, technological, ecological and legal) that are important in the macro-environment.
In Chapter 4, Porter’s Five Forces reminds you that the attractiveness of industries relies
on all five factors of rivals, buyers, suppliers, new entrants and substitutes. These check-
lists should not be under-estimated. As we shall see with even one of the simplest ones,

SWOT, these checklists often lead on to additional analyses and are underpinned by
research.
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2.3 Strategic frameworks

This book introduces many strategic frameworks for thinking about strategic issues. As an
illustration of these frameworks, this section introduces SWOT analysis, underlines the value
of using multiple frameworks and shows how theory can provide useful guidelines for apply-
ing frameworks in practice.

2.3.15W0 an‘au,DO NOT

SWOT a istinvolves the systematic analysis of ar@ ion’s strengths, weak-
ness rtunities and threats. SWOT is the most Wlde| tegy framework in
t ogld and, as it is so familiar, it will be used here as an examp w classic strategy
f%orks can be used and, sometimes, misused.? SWOT's own stre is that itis simple

eptually, easy to re
evaluate existin
ptions. The co as follows:

omprehensive. SW also be used
as a basis for ge ing strategic

® Strengths internal factors that make an or superior and mor petitive
@ than its peers. [ nisation'’s disti tages and include resources or
capabilities that the organi tively to achieve jectives.

Strengths might include a s logy or a valuable brand.

* Weaknesses are limitations
achieving its objectives. It

N capabilities or resources ¢

anisation that will keep it from
poorly or where it has inferior
include poor information t

e competition. Weak s might
gative or cynical organisa [ culture

P or a bad reputation with ¢ .
' Opportunities include any f, le current or prospective situationin t ehnisation’s
environment, such as a trend;’¢hange, or overlooked need. It is somethi at supports

he demand for a product o vice (new or existing) and permits rganisation to
nce its position relativ eers. An opportunity might incl rapid growth

evant market segme e emergence of a new tech at the organisa-
tlé ll-placed to exploit.
* Thre l any unfavourable situation, trend or i VQ change in an organisa-
tion’s en at is currently or potentlally da g to its ability to achieve its
Figure 2.2 SWOT matri o N o G

Positive Negative

nemimple sprowded via
forces Weaknesses
Pearson com

External

forces Opportunities Threats
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objectives. It may be an external barrier, constraint, or risk that might inflict problems or
harm on the organisation. For example, a threat could be a downturn in demand, pow-
erful suppliers, or the arrival of a new competitor in the market.

Typically, an organisation’s strengths and weaknesses are made up of factors over which
it has some control, for example the organisation’s technologies, workforce, brands, mission,
and so on. An organisation usuaIIy has less control over its opportunities and threats, for

example macro-economic C

ch
is easy to over—estlmatﬂ @2
cultures a hard to change) and som

(for example, they might be able t

exter & l
re all SWOT factors, it is important to consider nece
velop strengths, reduce weaknesses, seize opportunltle
%he TOWS matrix, sometlmes termed a coIInsnon matrix, isa u
OT analysis into stra
mation in a SWO

that address
the extern

* Confusing the internal
and threats are external to
nesses are internal. The

unltles and threats wit
ree of fit between th

Figure 2.3 The TOWS matrix

opportunities in the envi
CO2 emissions and thus e
The bottom right-hand b
threats. For example, thi
system to better service cl
from new competitors.
On the face of it, SWO
can fall short. The most fr

OT is severely reduced. The aim of the a&
o

-lON oda

e2.3)°

external. It is important to recognis
e organisation being analysed, wherea
purpose of the framework is to ¢

al strengths and weaknesses i |

ange or government regulations. However, it
factors can be managed (organisational

atlons can exert some control on

The matrix bu
matrix can be us

rganisation to t

egulatory standards). With
s The point of strategy
uard against threats.
ay of transforming
ctIy on theinfor-
|dent|fy options
tors (strengths an aknesses) and
ple, the top Iefta box prompts
vantage of
technology strm to reduce
te-impact products, for example.
se weaknesses and also minimise

velop an information technology
r organisations to deal with threats

ively simple form of analy@t the result
s in SWOT analyses are the follo

W%
opportunities

gths and weak-
t external oppor-
er to understand the

anisation and its context. Fig 2 akes the distinction
n the internal and the external very clear. Wlthob sing this distinction, the

identify the extent to which

S.

Internal factors

ambplgtrnmxﬁded

SO Strategic options
Generate options here that use

ia

Weaknesses (W)

WO Strategic options
Generate options here that

Opportunities {0) strengths to take advantage take advantage of opportunities
External of opportunities by overcoming weaknesses
factors ST Strategic options WT Strategic options
Threats (T) Generate options here that use Generate options here that

strengths to avoid threats

minimise weaknesses and
avoid threats
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38

strengths and weaknesses are relevant to the changes taking place in the environment (as
in TOWS analysis). In responding strategically to the environment, the goal is to reduce
identified threats and take advantage of the best opportunities.

® Long lists. Compiling long lists of items in each box is not the same as doing a SWOT
analysis. What matters is to be clear about what is most significant and what is less so,
based on a rigorous and systematic analysis of all items. Managers and entrepreneurs need

focus. Prioritising the issues that reallymatter implies keeping the SWOT brief. Three rules
can be helpful here. Fiwé S&Q aknesses that differ in relative terms
compared mpetitors or compara mo nd leave out areas where the
organisaii ual with others (think ’better’/’woafust ‘strength’/'weakness’).
@i better is why customers, employees and fu @ ose your organisation

an somebody else’s. What you do worse is where rivals teal the advantage.

d, only focus on opportunities and threats that are directly r, t for the specific
anisation and industr any general and broa

frs outside the
‘ focal organisation’ s: an internation chnological

challenge entrenched or
can lack specificity or de

&not explain the underlying reasons for those strengths or to w

ant strengths is rth listing.
Third, sum ions based on t lysis (the
TOWS ma finish with clearﬂcations.

OT for a comprmve and
fairly simple tool e used
ary of more detailed analysis
It can also be a useful vehicle
e for in-depth strategy analysis.
n. First, without mogesthorough
gers tend to fall back on nceived

n first impressions. Thorough anglﬁsis helps to

* Stopping a
deeper strategy analysis.
either as an introductory
(the approach Exploring
to communicate strategy.
There are two main dan
analysis (typically using m
and biased views, while s

is substituting
lysisis an enga
r as an effecti

ial views. Second, without further a is, SWOT
ntifying very general strengths, fo ple, does

gree those
k will provide
OT - strengths,
sed. SWOT is rarely

engths are distinctive a es relative to rivals. The rest of t
y concepts and techn y which each of the element
esses, opportunities and threats — can be more deepl

the'en lytical tool you will need.

o
2.3.2 Using.utiow,eole . $

While SWOT concerns both external and internal factors in strategy, it is usually just a
start. Strategy problems are typically multilevel and complex, so that they can rarely be
approached just by a single framework. Instead, they often require multiple frameworks
and specific onesfordiffereni dev Fferviild emdfov:i@rent aspects of the organisation.
The frameworks used to_analyse the macro-environment (Chapter 3) are not adequate to
analysing the industry | &t rksewnoerﬂmchapter 4). Similarly, frameworks used
for business-level strategy (Chapter 8) are not appropriate for the corporate-level strat-
egy issues of the organisation as a whole (Chapter 9). If the strategic problem is internal,
then the frameworks required are likely to relate to specific aspects such as organisational
resources and capabilities (Chapter 5), organisational culture (Chapter 7), or organisational
structure (Chapter 15).

It is thus necessary to sort out what type of strategy frameworks to apply. For stu-
dents, some guidance will come where a case study question invites the use of a specific
framework, either through the language of the question, such as ‘identify the strengths




2.3 Strategic frameworks

lllustration 2.1 What makes a good SWOT?

Refer back to lllustration 1.1 Tesla Motors: the future is electric. In response to the
instruction: ‘Analyse Tesla Motors’ competitive position in the motoring industry’, the
following SWOT analysis was carried out.

esses
» Disruptive if @ t i e Littlecarm {&ience
licn*€apitalisation e Cars have limite %

of save the planet e CEO Elon Musk

o L etle battery production * Now making cheaper, sk@’s
. ers willing to pay a prea @

rmance

e “Wanufacturing
extend range ané

Applying technology to electric ve
and landing (eVTOL) vehicles

The conclusion to the analysis was that Tesla Motors ii) barely adequate
many strengths and few weaknesses. The strengths are such (iii)
that they allow Tesla to seize the opportunities presented )
and also overcome the weaknesses and threats identified, .(IV) good .

due to huge capitalisation and innovsa mpiﬂ‘ep FOVl(d E’dsvliw

strongly positioned in the car industry. and explain your judgement.

n
Pe arso nZ%Q/ ays do you think the SWOT analysis above,

could be improved or extended to assess the competi-
tive position of Tesla Motors?

reasonable

Questions

Review lllustration 1.1 Tesla Motors and the SWOT analysis
above. Answer the following questions:

1 Examine the SWOT analysis above and indicate whether
you believe it to be:

(i) inadequate
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N Variety and Discourse offer al
P When using several frame
o

oanother andsodontadd up t

@a cumulative and powerful strategic picture of the organisation as a

and weaknesses of the organisation’, or by specifically asking for a particular framework
such as SWOT. However, for most real-world strategy problems, for student assignments
requiring investigations of a particular organisation and for many case study exercises,
the right frameworks are not obvious. You will need to carefully choose what frameworks
to use for what levels of analysis and for which aspects of the strategic problem. One of
the most common mistakes in strategy analysis is to start analysing at one level, but unin-
tentionally to move to another. For example an industry analysis should not confuse an
individual organisation letl of the whole industry. An individual
organisation m ha\ﬁ sn ?elr wWn Would not create sufficient
entry barrier otect the industry as a whole ro n by new competitors. If
other iné layers had weak brands, new competitor Jenter and change the

i dynamics of the whole industry, perhaps even llenging even the
anded player (see Chapter 4). Itis thus important to fig *on what levels of

napp

is different parts of the str. lem are located and the e appropriate

meworks to the rig
than one releva work to a
ways: in other é{ ey point
focus of each work can

At the same ti
erent framewo xamine

particular prob orks ‘frame’ issues i

to some issu eglecting others. The assum
rent aspects of tMue. The
larly help in bringing different

limit the vie limits can
section in Chapter 6 contrasts

the same issue. Each frame
Thinking Differently sections
nalysis to the more cultural and
our lenses of Design, Emergence,

ways of framing issues. For e
issues.

the calculative and individual
communal approach of ubun
y important to try to link difféfént pieces
et of disparate analyses that don’t reallyi
insight. The real value of a strategic a

f analysis. Otherwise, the re

. An overall
?/that integrates the impor

issues in a coherent way should bet tual outcome
' a conclusion.
eworks and theories o ’

egy analysis. All analys

So far, the ¢ a nted that frameworks eo e more than just their super-
ficial appearanc . 0 ew, ﬂplcally concepts, theories and research
that give confidence in t their results and guidance to practical
usage.

Even a checklist like SWOT has acquired some underlying theoretical underpinnings.
SWOT emerged from the practical consultin activities of the Stanford Research Institute
and Urwick Orr isam I |&d3(¥r| wdinforced by theoretical develop-
ments in academia.” Th I?Ig ﬁl é r of the influential resource-based view
of strategy (see Chapteﬂéé ﬁ A #jﬁri/ in terms of SWOT.8 For him, strengths
and weaknesses are about competitive (or relative) advantage or disadvantage. According
to the resource-based view, such competitive advantage is based on having valuable, rare,
inimitable and non-substitutable resources and capabilities. This theoretical insight from the

resource-based view provides an important reminder in using SWOT. Strengths and weak-
nesses are relative, assessed on the basis of what your rivals have or do not have. Claimed



2.4 Strategic thinking techniques

strengths can be rigorously assessed against the criteria of value, rarity, inimitability and
non-substitutability.

In the same way, Michael Porter has introduced a more specific and systematic way of
analysing opportunities and threats in an industry. His Five Forces framework for analysing
the attractiveness of industries (see Chapter 4) has strong roots in economics theory and
research about the importance of market power for profitability.?> Michael Porter himself
did some of this research in Harvard University’s Economics Department. His choice of rivalry,
buyer power, supplien QbstN threat as the five forces is not arbitrary,
therefore: t pogntu ceon ra?ch rce is confirmed by research. The

y

ine for practice is not to short-cut yo, try analysis by omitting any of

resulti
the fié s.
is kKind of underpinning in research is the reason wh ing Strategy frequently
to academic sources. Knowing that frameworks are back orous academic the-
and research should give idence in their validity: th

f been probed for
intellectual coheren rld data. This basis i arch also reminds
you to be caref rameworks: they toically the way

=5
m

2.4 S@tegic thinking te

This section introduces th
many more specific strate
N trees, which are about th
All of these techniques ar

r value in strategy.

&2.4.1 Allocentricism

‘ ur personal lives, we a’ tempted to be egocentric, thin

rality tells us instead to centric’, to think about other ategy, allocentrism is
na matter of morals; it is vital to strategic success. Allo involves thinking not
only Ilour own organisation but about other acto ample customers, suppliers,
rivals, p end overnments. Their concerns, streﬁand reactions are likely to matter
to your success. AI% ur ﬁtﬁnk broadly rather than just about yourself.

Allocentrism is w rrmi concepts and frameworks in this book. As
discussed earlier in this chapter, SWOT analysis is not so much about your strengths and
weaknesses, but about whether you are better or worse than your competitors. A strength
is valuable if it gives you an advantage vis-a-vis others. It follows that you can only complete
aSWOoT anal)sampie CpM’Vi’d’ed yvlil'ave analysed the strengths and weak-
nesses of your key competitors. Similarly, the concept of competitive advantage in Chapter 5
clearly relies on your o&iarr'mn'ommtors. The effectiveness of business strategies
also depends on competitor counter-moves (see Chapter 8). For example, a strategy of price
cutting depends on the capacity of your competitors to respond in kind: if they match your
price cut, then you will not gain sales but you will depress profit margins. With regard to

acquisitions (Chapter 12), you have got to take into account not only how the target com-
pany will respond, but also the reactions of rivals who might want to bid more for the target.

ing strategically and that underpin
which is about looking broadly; issue

mapping, which is ab@eeing links.
roblems in general, but the e particular

;II’St about ourselves.
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The concept of allocentrism therefore helps us avoid egocentrism in strategic analysis. It
puts brakes on over-confident ‘fast thinking’ (Section 2.2.1) by challenging us to think hard
about the strengths, weaknesses, motives and reactions of other organisations. Strategy is
not all about you; it is about the others upon whom your success depends. In strategy, allo-
centric analysis puts others first.

2.4.2 Issue trees
Big issues are often Iib t g W|N Q

out to many subsidiary issues.
For exam §sue for you personally might be hob back your credit card debt.

Subsidi would include how to cut your expendltur to raise your income.

se subsidiary issues contains further subsidiary i |ssu ir own: can you cut

enditure by eating out less or by not taklng a holiday; can ase yourincome

ting a promotion or by ¢ [ly involves big

estoo, and issue tre @these issues,
%illing down sev i .

Q Issue trees i i i igi i idiary issues

for further . i is book lend

icissue might be how to grow
an get enough h from
new markets (see Chapter 9,
are whether to grow by enter-
erge with another organisation

n organisation capable.of helping
or the big issue of grow@u could,
ues such as how to improve profitability or

i
? of course, use issue trees to a
how to develop a more envir lly sustainable business. For pI’OfItablhw first two
osubadlary issues would be w o raise revenues or cut costs; furthe iary issues
uld flow from there (do you raise revenues by increasing volumes or b smg prices,

so on?). .
Figure 2.4 Structure of an i ECE) ‘ Qo
4 a=rml
0]\

08 =
—>| Existing markets —>

Sample providedoAE= | way
) m exclusive
M&A

New markets
(e

\ J
Y

Collectively exhaustive

themselves t
your organisation. Subsidiar

your existing markets, or whe
Corporate Strategy). Sub-issu
ing a new market on your o
already in that market (M&A)
you into the market. Figure 2.

ould be wheth
ill have to div

B
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2.5 Strategy analysis procedures

A goalinissue tree analysis is to construct a set of subsidiary issues that are mutually exclu-
sive and collectively exhaustive (M ECE)."2 Mutually exclusive means that issues (or options)
are logically distinct, requiring separate analysis; collectively exhaustive means that you
have covered all practical issues (or options). For example, for the growth issue in Figure 2.4,
the MECE sub-issues of organic, M&A and alliance are each exclusive in the sense of being
separate options for analysis (though options can be combined in the final strategy) and
exhaustive in considering the whole range of possibilities. Issue trees help you think deeply

by making sure that ues (collectively exhaustive) and that you
analyse eachf th B (m t ?e s
. tem mapping 4?

s thinking is about not seeing issues in isolation."3 Sys ps show the conse-
ential links between th a strategic problem. In I ,all the parts are
have knock-on ef eedback loops’)

on all the othe f a chain of eve s much bigger
Q than the initi . i i nt ecosystems o re a pesticide
that kills at feed on that nd, in turn,

impacts t Mapping suchc sequential links
@ is a good way of anticipa
Many strategy situatio
of an organisation is con
success of the Apple iPho
mutually reinforcing pro
N and so on. iPhones work

? Many of the concepts an

the interdepe
sely to many

osystems of nature. One element
ments. For example, the strategic
(often even called an ecosystem) of

, Apple Music, iPads, iRods, the Mac,
ly connect to so man\‘r products.
is book involve systems thinking. For example,
Chapter 4 describes busi ystems; Chapter 5 explores ‘value sys ' of intercon-
nected customers and su hapter 11 explores the role of busi cosystems like

&Apple’s in innovation; Chapter 15 describes the importance of keepi organisational
,Iements aligned togethe igured’) during strategy implem n, as in the McK-

.
insey 7S framework. A Syst‘ can bring out the key interde%ncies that strategists
{o bear in mind.

tlon 2.2 provides a partial system map of urba igenous food insecurity in
consequentlal links between and WI arate subsystems or sectors.
ut

Two key a @ rom this map are: firs ood security is not only about
nutrition, b Q health and second, strategic interventions
must involve the envir N n t as well as economics. Mapping systems in
this kind of way makes clear that strategic problems cannot be addressed piecemeal. If you

identify a strategic weakness, what else has to be fixed to resolve it properly? If you identify
a strategic opgortunlty, what supporting actions are needed to make your strategy actually

work? Going mp ieh pITQMdndrﬁdalMlaps you ‘think slow’ because it points
to the links that are tﬁéag f,ogtg)ﬁrtae’br};ﬁategy

2.5 Strategy analysis procedures

As a student, you may be asked to analyse a published case study in preparation for a class
discussion or as an assignment or an examination. Sometimes, you will be asked to treat
a real organisation as a case, involving research through published and other sources and
choice about which analytical frameworks to use. This too could be the task for an executive
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Chapter 2 Working with strategy

lllustration 2.2 Mapping the urban indigenous food system in
Canada

A student systems map shows the strategic challenge in addressing food insecurity for
indigenous Canadians.

In 2021, three students from the University of Br|t| O de ralt among indigenous urban people.
iseas

bia — Cathy Zhu, Emily Chau and Ani flrst Chronic h Ith sector leads to low incomes
among teams from 56 internati onsinthe'Map  inthe economic sec to high demands on social
the System’ competition ru @koll Centre for Entre-  welfare programmesin t @ stem.

preneurship at the Universit xford. Their project exam- The team drew two key in ?m their map: 1) indig-
ined the system that un iafred food insecurity forurban  enous food insecurity is a compl stemicissue where
indigenous people ingBki Columbia egic interventions have faile jieve sustainable

One in three in us households living_ gcades; and 2) the cur minant West-
environments, su ancouver, suffer fog god as a commodity ‘es indigenous
constraints on a sufficient, safe ag y connected to thell d that, con-
Indigenous peo ave traditionally, not only physica being, but
as salmon, game and shellfish for t emotional. Strategj rventions
ment to urba@s has deprived Indfgenous peoplg d insecurity must, therefore, rec-
these traditio od sources, making them reliant not only in nutritﬁt also in
the economics of the market. he environment.

The team mapped the interconnected nature o
food system for Indigenous peoples. Figure 2.5 is a p3
and stylised representation of their final map. The
extensive, re ising the roles of the environment,
systems, the h sector, the economic sector, s
systems and tPernment sector in determining
insecurity amofigdndigenous peoples in Canadian c
The red dashedﬁs show just some of the conseq
tial links within stems and sectors and betweer
them. For example w environmental sector, polluti

has an impact on e diversity, which in turn | you pr[[?]rltls.e ank():I h‘iw Woulg Ui
to a lack of cultural foo |ch then affects the cult across the six subsystems and 2

des just a partial map of t@tem ele-
@'finks underpinning urban indig s food
insecurity. What other elements and links could you
expect to be important? %

2 On the basis of this map and any othﬁents and
links you could add, what strategic i tions would

rdinated

KOX Tonag

or consultant working in the reamld onractlce Job interviews also often ask candidates
to analyse a short case. This section offers guidance on how to analyse both published case
studies and real organisations

rovided via
2.5.1 Analysmg rate cases
on.com

Typically, a published case study is a description of a situation faced by entrepreneurs or man-
agers in a real organisation. Cases come in many forms and often include complex problems
on different levels of analysis. Exploring Strategy offers cases of a range of lengths, from the
short cases at the end of each chapter to the longer ones available in the Text and Cases
edition. Cases also come from diverse environments, industries and sectors, both profit and
non-profit. Exploring Strategy's cases are drawn from all around the world, and include a
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2.5 Strategy analysis procedures

Figure 2.5 Partial systems map of urban indigenous food insecurity in Canada

Food
systems

Health
sector

Social
systems

Government

? sector
Source: Adapted?implified from A. Cheng, C. Zhu and E ique Get Together Society (UGTS) and Urban | us Food Insecurity
in British Colum iversity of British Columbia. Available at™https://mapthesystem.sbs.ox.ac.uk/files/ugtsurbanijidi usfoodinsecuri-
tyvisualmappdf [a :May 2022].

<
R i
ONQQ”°

wide variety of organisations, obal tech companies to a regional arts festival. How-
ever, underneath this diversity, published cases are frequently characterised by the following:

* Descriptions of significant organisational problems, issues and decisions.

° Unstructusam ptl@faRreQMicdaecanlrﬁtion on the environment and an
organisation. Pea rson.com

* Both qualitative and quantitative data, not all of which is necessarily relevant to the case
problems.

* Various strategic levels of analysis (macro environment, industry/sector, organisation, etc.)
that are not always explicitly separated.

* Problems and assumptions that are not clearly stated, and no obvious guidelines about
how to address the issues or problems.
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Veans reading the case
w view of what is goj

\)1 E

Just as in the real world, there is a lot of confusing and ‘noisy’ information. There will also
be ambiguity and gaps in the information. It is your job to decide what is important, how to
interpret the information you have and what you can reasonably assume. It is unlikely that
the case has any unambiguously right or wrong ‘answers’. Strategy does not involve the
certainty of mathematics. Strategy looks into the future; it is about people; it involves the
unpredictable reactions of other organisations. It isimportant, therefore, to accept a degree
of uncertainty. What matters is reasoned recommendations based on thorough analysis.

For class discussions, t Ir commendatlons for preparing cases."
These recomme atlgr bu C

4 Focus

ation. Check carefully the speC|f|c ta our lecturer for the case.

east initial responses to any specific question b e case discussion. You
expected to come to class with all the answers but, Wlt ior preparation, a
Q discussion will have little value for you and is likely to be rat ty. Preparation

eading may involve g qumk overall
be more detailed voIve taking
r parts of the case deeply. If
the case in gro orehand.
Unless adv ise, i aterialsin the cﬂself, with
no need to do further rese i ector. IIIustratiormrovides
some suggestions about p

® Be an active communicat
listener. Being an active co
tions, but that you can s
contributions of other clas!
your own understanding:
constantly intervening int
However, a good case disc

ideas and questions and as a
tyou present all the right solu-
good questions or build on the
uting is a great way talising
you learn. Of course, stud who are
ion are not necessarily contributing or ning more.
ne in which you join in. You will learn n%and enjoy
t more.

&
{éAnalysmg real.nlsatlons

Inthe & section, we focused upon analysing a publishe ady where all the nec-
essary in prowded in a limited number of p er you may be asked as

part of your co he final assEn te a real organisation and its

strategy. This is muc World Where you will be given a strategy
problem to solve (for instance, ter a new market) and where you will have to
gather the data yourself (for instance, on market and competitor trends). Often, these inves-
tigations are more engaging, because they involve contemporary situations and even your
own choice of or, nlsatlonrowever tg{idn eEnore work because of the unstructured

nature of proble @mp Qwen EQ \M@s to consider:
* The key problem:s, issrBﬁalmﬁﬂnﬁ&nganisation. A real organisation will give

fewer clues about these than in a published case study which is associated with a specific
part of the course or chapter of Exploring Strategy. You will have to decide for yourself
what problems, issues or dilemmas have priority — in other words, which demand most
urgent managerial attention. It will be important to explain your choice of priorities. A
SWOT analysis can be a good place to start with deciding priorities, but more analysis
is likely to be required. The organisation’s own published reports and media or other
observer commentary will also provide you with clues (but don’t forget that organisations
are often unwilling to acknowledge their own problems).
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Illustration 2.3 cCase preparation steps

There are multiple integrated steps in preparing for a case discussion.

These steps include the following: e How do the concepts and methods assist in finding
Q N tiens to the case problems?
1 Getasense of the main case pro ms,ﬁsuDe s ‘?th ost significant implications from each
and relevant facts. of thé*chos, ategy frameworks and tools?

nd structure the central Q
better, as this will help youto 4 Assess alternative soltitfo swers and decisions.

e and ‘solve’ the case. Hence, .
The outcomes of your ana nd reflections should

start by considgringighe following questions: ; . .
y 99 you to determine possi tions. Some of the
e What apﬁa o be the core case pro

The sooner you can de
problems of the case
determine how

to consider at this sta efore, include the
critical ions?

e |If theré®are assigned questioq, )
) nalysis proved mo ul?
they g y hints of the ) .
solutions or opth there to the

decisions?
. . oblems?
e Wh | of analysis seems to be most i ) .
. : . cts in the case su our analysis
(mac vironment, industry/sector and/or i
organisation)?

tions?
e What seem to be the key relevant facts an
(don't neglect the appendices or any financia

ems, issues and

r formulating conclusions and

2 Identifmtconcepts,frameworks,andtools ou need to prepare y@(onclusions
any proposals for decisions. Hence, some

in analysi he case.

. important considerations and questi reinclude the
Once yo grasped the main problems a .

following:
of the cas can move to the next step an
mine what ds are going to be most useful. You e What are the main conclusionghir: he analysis?
might ask: / e Which alternatives and opti m most useful and
why?

e Where does't e appear to fit into you . -
A . . J e What decisions should s orany other decision
course structuraifi.e.gih relation to which parts of the

course, or which % trategy chapters or which maker take and w
other readings)?

e What types of general pr d leyels of analysis
appear to be most relevant (€7@, bis 1
overall corporate strategy; diversifi VOK 0 ons
international strategy; strategy development or strat- 4
egy implementation)?

Ignoring the specific questions set by Exploring
Strategy, examine either the Case example for
Chapter 1 (Airbnb) or the Case example for this chapter

3 Apply the relevant strategy theori C r - -ﬂglﬁjas?f through step 1 above. What are the
works, tools, etc. oseé m ﬁfé apGrOVI irrissties’or problems in this case, going beyond the
c'ff‘q uestions?
When you have a reasonably good idea oﬂearﬁo n -C% ] )
can start to apply the relevant theories, concepts and 2 What issues or problems are there in these cases that

e are not wholly covered by the frameworks or concepts

that you have been specifically asked to apply to these
e How can the chosen frameworks and tools be applied cases?

and adapted to the specific case problems?
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Qanalyms outlined in the previo
g lysis is how to present the

The scope of comparison. A published case study will provide you with data going over
the period of time that the case study author regards as relevant and will describe the
rival or peer organisations that are most salient. In a real-world investigation, you have
to decide for yourself both which other organisations you should be comparing with and
over what period of time that comparison should stretch. For example, how does your
organisation’s financial performance, revenue growth or service delivery compare with
previous years; how do they compare with other similar or rival organisations? Remember

that one or two years ﬂrel gest a trend. Equally, on the principle
of allocentrici Sﬁct ? ays relative and opportunities
depend.o organisation’s actlons too.

Avai @ ata sources. Published case studies provide you & in a neat package. In
an stigation of a real organisation, one of the most ard is obtaining all the
ou need in a form that is amenable to analysis (especially co?ng over time and

|

0ss organisations). Some to obtain as it will be f ilable through
Google orsimilar s factors are the qua che data:is it
accurate, up to ageinis likely t to garbage
out. Anoth i ioni ve the right typ ata. Here
framewor i ] ve you strong pom interms

of the dat i om being too Ilmlt in your
view. Remember that qual icantincident, a froma

customer or a revealing im itative data. Table 2.1 provides
a summary of key types of real organisations. Check with
your institution’s library a ses it has available. Sometimes,
you may have to fill data mptions, but you sh@be clear

about the reasons for thes
as been collected, then the gwdellne case study
n can be followed. Of course, the quesilo at follows

ing recommendations.

nce the data for your invest

le2.1 Types of data sources for investigating real organisa

Com jsation sources Business
- ebsi blications (newspapers

- Annua such the Financial Times, Les Echos
— Public relat|o eNﬁat and NikkeiAsia and magazines such as
- Glassdoor and Llnke In yee Business Week and Wirtschafts\Woche)

reports — Specialised industry trade journals
— Competitors’ website — Local newspapers
— Theses, dissertations, etc.

Company dlresam Ie p rFovi d edlswade associations websites

(e.g. Kompass for prod S and services and and directories
FAME for accounting d Larson.com
Consultancy sector or trend reports Industry studies
(Internet open access sometimes provided), — Books (for perspective): e.g., company
for example: histories, leader biographies or industry
— Deloitte studies
- PwC — Business school cases (e.g., The Case
- McKinsey Centre or Harvard Business School)
— Boston Consulting Group — Market research (e.g., Mintel, Statista)

— Investment analyses (available from
data-bases such as Mergent)
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2.6 Developing and communicating strategy

The output of both real-world strategy work and student assignments is often a strategic plan.
This section addresses the key elements within a strategic plan, characteristics of a good (and
bad) strategy, and issues to do with presenting strategic plans and other forms of strategy work.

2.6.1 Develo‘piWaN®T

A stra ment, or a real-organisation investi ill often involve designing an
ov egic plan. For example, your lecturer migh @ as a final assignment to
p a strategic plan for a particular organisation. A st * lan is a roadmap for

d the opportunities and minimising the threats facing an isation. The material
r developing such a plan wi hroughout Exploring St as a whole.™ It is
important to reme otinvolve justan is of the strategic
position (the s egic choices (the ject of Partl). An
s implementati main theme
Id involve issues liké the manage-

rategic plan will be co
Strategy in action. Implement

ment of ¢ ge, the choi nisational stru the roles of organisational lead-
ers. A strategic plan that i le to impleme worth the pape ritten on.
Every strategic plan wil wn distinctive ents but, as a rough initial guide,

such plans might include

® Purpose, vision, missio

N achieve is the point of

starting place, in practi

P the strategic plan: origi
9 analysis shows is actua
that the organisation m

& provide more guidance o
/ uld cover the key issues identifighin terms of the whole

nvironmental analysis.
ofsthe environment, bot cro trends and more focused i do with customers,
ppliers, competitors and ecosystem partners. You shb stop at the analysis but

fr trategic implications (see Chapters 3 and
® Resou CQ capability analysis. This should incl clear identification of the key
strengths and I g a on, in terms of resources, capabilities and its

€ e‘ ¢ e
products relative tcitmilo d include a clear statement of competitive advan-

tage (see Chapter 5).

hat the organisation is trying to
e critical starting pIace@e this is the
ack to this in the light of o elements of
tives might need to be changed in thelight of what the
vable. It is worth checking back with e r statements
ve made to ensure consistency. Both %s 1.2.2and 6.2
rpose, vision, mission and objective

® Business model. This should describe the value proposition for customers, the arrange-

r;nednz;i Zﬁérmﬁiéﬁﬁgﬁv?a %(Huvsi'gis value and the associated revenue

* Strategic options. 'Henal lset qut'a nUmber of possible strategic initiatives that might be
pursued to improve the organisation’s strategic position. These should be clearly related

to the environmental and organisational analyses and support the various objectives of
the organisation (see Chapters 6, 8 and 12).

® Proposed strategy. This should show clearly why this proposed strategy is superior to the
foregoing options. It should show how it is suitable in terms of purpose, vision, mission
and objectives; how it is acceptable to key stakeholders and feasible in terms of imple-
mentation. Some quantitative estimates of required financial investment and expected
returns are likely to be important here (see Chapter 13).
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? ® Aguiding policy. This refer:
9 itself, but rather guardrail
that might have been elect

9/ set of coherent actions Fo e
&mpor‘cance of coheren

* Additional resources. The team will need to provide a detailed analysis of the resources
required, with options for acquiring them. Critical resources are typically financial, so the
plan should show sources of funds. Other important resources might be human, particu-
larly managers or people with particular skills. A clear and realistic timetable for imple-
mentation is also needed (see Chapter 16).

* Keychanges. What does the plan envisage are the key changes required, for example in

structures, systems and cultu :f| Wv are these to be managed? (See Chapters 14,

15 and 16.) Oro«

ious section covered standard elements of a strategic »ut how can one
t'sbo

2.6. and bad strategy

ine whether you have a strategy? Richard Rumel ood Strategy/

Strategy is designe ce of good strategy: G
Rumelt criticise cess as strategie both suc-
cessful and uns e points out that, wi , or implementation,strategy is
just blue-sky’ inning’. For Rumelt, a good s s an essential Ioﬂstructure

that contains
n. It answers thmstion of

diagnosis typically simplifies
itical, often using a metaphor.
id taking on the Goliaths of the

lems and opportuniti@scale as

asic parameters guiding strategy. Itis e strategy
ing the boundaries of appropriate :ﬁFor Tesla,
icles, not hydrogen. %
It, actions are essential to good s@. He points to
ever. Actions should be mutu%n orcing and not
tin the giga battery factories s the growth and

ndent. For Tesla, inve
ini; strategy. Q
These th ts of good strategy correspond bro“ three Parts of this book,

examining pos cht ction.
Bad strategyis m N od strategy but has a logic of its own. For
rs o

Rumelt, there are four main ind d strategy:

® Diagnosis. This defines th
what is holding the orga
the complex reality by ide
In its early days, Tesla mig
traditional car industry. Th
critical factors.

* Fluff. Using esoteric or faddish words to give an illusion of high-level thinking.

® Failure to faceg challenge, Inability to define the challenge, meaning a strategy cannot
be evaluated a'm erWsQVrl Isyia/ely avoid analysing obstacles as

leadership does not Ilpéég\iig&ﬁ'?étb m

* Mistaking goals for strategy. Treating strategy as an exercise in goal setting and not prob-
lem solving; just focusing on statements of desire rather than making workable plans for
overcoming obstacles

* Bad strategic objectives. These are bad when they fail to address critical issues or they
are impracticable. A common sign of bad objectives is the ‘dog’s dinner’ — a mess of
organisational initiatives that try to cover all the bases and fail to focus resources and
actions.
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2.6 Developing and communicating strategy

You can use Rumelt’s criteria of good and bad strategy to check your own strategic recom-
mendations, either in assignments or in practice.

2.6.3 Presenting strategy

It's all very well carrying out good quality strategy analysis and coming to well-reasoned
conclusions, but you need to communicate these effectively. As a student, you might have

to present your analysis,an om iONs in a written examination or report, or as a
classroom pr entatioﬁ su srs. Similar principles apply to each.
e sl}

There dhder ying principles for effec ?communications of all sorts:

. Qommunications need to focus on the key iss @ omponents of the strat-
the presenter cannot show they are clear on these, it cannot be expected
a

t others will be. It is also helpful to avoid unnecessary de complex language.
Like the widely used acr ‘ it simple, stupid’, com ications are generally
improved throu ge. CEO Jack Welch? ous statement

Wi

e or Number T | its markets is
rtance of being inant player

hould be follow clear state-
uch as charts, di s, pictures
s than text and bullet points, too
use of charts and graphics greatly
derstanding of the multiple dimen-

n coined to underlin importance
nications.®

mination, you may be asked todo a straupresentation.
b interview, for example presenting strategy case

ments of implications.
and drawings — have
often the mainstays of
improve recipient recal
sions of a strategy. The
of good graphics for ef

improve

As part of a class assignme
Sometimes, this is also pa

&analysis. The strategy presentation itself is often as important as the s ic thinking and

/nalysis behind it. This ma unfair, but even the best strateg e undermined if
&clearly communicated{’egy analysis is often part of a l@er strategy presenta-
n

nd it normally inclu e basic and vital componentsithatineed to be considered
ﬁnotivation, purpose, methods, analytical framew: % conclusions, as follows:
M l d background. This part explains w entation is needed and is of
importa tib ery brief and, for example, s y state that a strategy analysis of
the business la 3 @ edg nderstand new and fierce entrants and com-
petition. Alternatively, if t ckgrotind is more compley, it needs to be longer, for exam-

ple, carefully explaining the need for a strategic shift, like discarding one product area and
launching an entirely new one, and, thus, why a strategy analysis of this is presented.

® Purpose. ASras éuRqﬁqv@dEdii\a to understand the objective of the

presentation and why they’should attend to it and possibly act on it. It should be as clear,
crisp and simple aP;QsalﬂSMisemly the audience, but the presenter as well
because it determines the central focus and helps ensure that the presentation is kept
‘on message’ and avoids any unnecessary digressions. In fact, one of the most significant
challenges in a strategy presentation is to keep it focused and sufficiently brief. This is the
true challenge in making any convincing strategy presentation. It is an easy mistake to add
content that deviates from the main purpose and message.

® Methods and approach. This can range from more simple strategy reflections and analyses
to more sophisticated methods including primary research and information collection and
use of advanced strategy analysis frameworks and calculations. Research and information
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collection approaches used should be mentioned in order to make clear any limitations to
the work and strengthen the legitimacy of the conclusions (e.g., published sources, inter-
views, surveys, internet searches, literature reviews, etc.). Furthermore, if it is a detailed
strategy analysis, it should be made explicit on what level it is conducted (see Section 2.3.2
above: macro, industry/sector, or organisation). Determining the level of analysis is of
crucial importance and makes sure levels are not conflated. If multiple levels are included
in full strategy analysis, this should be stated too.

* Overviews, analytical M@ aM)Qi is.the central part and can be more or
less sophisticated, yan from simple’st yﬁrv' s and analyses to inclusion of
more comple d diverse frameworks on different Iea) nalysis. For example, it may

ple description of the current strategy situ n organisation or be

tricate and involve various in-depth analyses and s rameworks on the
environment, industry and organisational resources and c*ities. This section

s makes up the body of is presentation and may'i de several ele-

analyses for the qu of analytical

ings well than m ings super-
essage if too m pects are

® Conclusion and main mess y seem obviou e conclusion ne be very
clear but often strategy pr sinclude toom rmation that can clearly
concluded in a main messa udience. Rem atthe conclusionis a summary
of the main message and Il the supporting analyses and
facts: a central message a nalyses made. Strategy analysis
presentations frequently g f different complex a sto the
extent that overall results a indistinct. Besides Iimitin@number
of analytical tools, the be roach this is to make main points,explicit along

9 the way and bring those t at the end and provide an overall conc n. In this

t throughout the presentation wher individual

whole argument is sum
er on the purpose and the introduction and end tog they do not, you
%ed to walk back, and review the presentation.

Strategy&r ions are often in a PowerPoint (PPT) or simi rQat and Table 2.2 summa-
rises some bfie icaltips. The key issue for a PPT strate entation is to make sure that

the slides say what you/wa ay r o‘nthe overall purpose. There is no point
in throwing in slides and's se imply ‘nice to have’; they should rather all

somehow deliver on the main purpose and message (you can have some slides as an appendix at
the back). Keeping on message assures there is a common thread throughout the presentation.
Table 2.2 also includes some pointers for verbal presentations that may be useful when pre-

senting PPTs in frsmplrenp,wg\ﬁiad,@dx\ﬁi@. It may help to create an opener

that pleases the audiencesomehow and gets them on your side from the beginning, perhaps
a brief anecdote or a strieErg ﬁKgSQI ecctOthpresentation, but be careful of any jokes
that risk undermining the presentation. There is no need to be nervous and, even if you do
show slight nervousness, that is not a big deal — everybody has more nerves than they actually
show and, anyway, you do not have to be perfect to be a successful presenter. It can help to
get audience eye contact and show some passion (why should the audience be interested if
you do not seem so?). Remember, however, that the specific purpose, audience and context
matters for the final format of both verbal and written strategy presentations. In addition,
your strategy course syllabus and instructor may provide specific instructions for your pres-
entations that may differ from our suggestions in Table 2.2. Keep to the specified time!
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concerningy
%ﬁt size and font for key messages (not Do not use too ma
essarily for the headline). including all in the ver sentation).

Strategy is a kind of work
hether as a student or a

Key takeaways

Table 2.2 Brief tips for strategy presentations

PPT presentations Verbal presentations

Briefly explanatory bullets. Have notes of key points and issues but try to
learn main ones by heart (do not read from the
slide).

ete

Maximum six bullets perslide eep it simple: do not necessarily go through
| ts step by step on each slide; explain, be
- o i )
Oneo jnt'and conclusion per slide. Not onl

our message, be convincing
oints.

ot necessarily

oup/team presentatio not be nec-
for all to speak; app a couple of
could resultinam fessional

Analyse — do not descri

practise: who sho sent what
the time frame? Take questions
presentation?

and location in advance. (Adapters
re a pulpit, desk, etc.?)

Include and credit all sourc
figures, etc.)

al when conclusions come: deliver a
ge rather than a simple mary.

N

i
o this work better,
hapter are:

Avoid any temptation to in
extra colours, shapes, logos
clutter).

Key takeawa

loring Strategy is about helping y
titioner. Some key takeaways fr;

calynot fast and superficial.

& considering strategy, think slow: be reflective and a
L]

frameworks (such as SWOT and TO iately, at the right level of
| uade gs and always with a conclusion.

analys ombination, respecting theoreti

* Draw on the @ o e @ ﬁ ink about others, issue-trees to drill deeper
into problems and syste ping®e recognise consequential links.

® Learning from case studies involves good preparation and active communication —you are
wasting your time without these.

* Your strasmméd g] oﬁaook: Part | on strategic position, Part
Il on cho o nt on. Avoid the characteristics of bad

strategy: fluff, |grpnég:w %'ﬁerﬁther than plans and lack of focus.
L]

* Strategies need to be understood by key audiences: invest in communication and
presentation.
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Canal+: Competing with Giants

Case example
Canal+: Competing with Giants

Frédéric Fréry

In 2022, Vincent Bolloré, President of the F ﬁ a 1
conglomerate Vivendi, told the Fregich Sgat e'giant i

Vivendi is a little dwarf.’ Vivennﬁertainly a giantin
the French media busine g the television and
cinema group Canal+, hing company Editis, the
magazine portfolio ri Media and the video games
company Gameloft. olloré’s point was that, against
some of its com ,its $18bn (about €16.5
revenues werelti particular, its televisi
business Can MS under attack fr
total annua enues), Apple ($3
flix ($30bn revenues).
Canal been founded
tion-base@vision company. In 2021, the com
8.7 million subscribers in France, plus an extra 13.
in 40 other countries in the rest of Europe, Africa
A Canal+ subscriber might pay about $23 per
subscribe to a full package of video services. Ca

operated major national free-to-air chann
on advert . StudioCanal was a European lead
productio uisition and distribution of feat

and TV seri wned one of the world’s most e
libraries witm,ooo titles from more than 60 c g
It also produce@distributed television series through
a network of E

?n production companies, in
StudioCanal Orig al+ had been involved i’
ing many hits, from iIddynch’s surrealist movie C
Mulholland Drive to \% medy series All the Way
Up. In year-end 2020, Ca & evenues of $6.2bn and
profits of $0.5bn. Since Vivendi Universal Musicin
2021, Canal+ had been the group'sMargestacti
Historically, Canal+ had based its succe M
football and cinema — but both these were coming u

challenge. For many years, Canal+ had enjoyed the exclu-
sive broadcasting rights to the French top football league,

ucing its own French programming (Netflix
whigh the Canal+ exclusivity agreement did
not apply. [A onl since its arrival, Netflix had suc-

cessfully attracte i ubscribers in France.

For Canal+, the tim%ne to update its under-

standing of the strategy ofdletfliand its other challeng-

ers. Its main shareholder, Vivﬁ incent Bolloré, was
told the French Senaté4 reasure is our his-

easure which can orted ... We can
little bit more su d refined than

Netflix re
industry

ts the televﬁ

n 1997 by Reed Hastings and Marc
order DVD (digital video disc) sales
ss. The idea was to compete against
tal stores like Blockbus@ Hollywood
had thousands of outlets i USA at that
ime. In 1998, Netflix focused on onling,DVD rental service
and launched its first website, with 92 s available. It
followed in 1999 with a monthly s%ption. The com-
pany went public in 2002, and it d 1 million sub-

scribers in 2003.
In 2007, 10 years after its t — and thanks to the
etflix introduced its

growth of high-speed Intgfhe

streaming service whil %ﬂing its DVD online rental

service. The streami ce expanded internationally

(in Canada) in 20083 nin Latin Americain 2011, in parts
uninﬁmz nd in Japan in 2015. The first Netflix

@i rogramme, House of Cards, was produced in
3. Between 2011 and 2021, the number of subscribers

increased tenfold (see Figure 1).
In early 2022, Netflix was available in 190 countries and

Ligue 1. However, the company Iostg:ese eXClUSLVE rights itsamarket a;ﬁalisation exceeded $170 billion. It had over
in 2018 to the Spanish Mediapro ¢ mpw EV\/bro \ﬂdﬁdu & @orldwide and was attracting 1.5 million

apro failed, Canal+ rebid for the rights in 20?&%(&& m
up sharing them with Amazon Prime, broadca nﬁgnﬁ

English Premier League. A similar challenge was coming
for Canal+'s close relationship with the French film indus-
try. Through a specific legal scheme sponsored by the
French Government, Canal+ was the main financier of the
French film industry with around €190 million investment
per year, in exchange for an exclusive right to show all
French movies before other TV channels. However, Netflix

month. Its brand name was almost synonymous
~on-demand and binge-watching, and it alone
consumed 15 per cent of the global Internet bandwidth.
In the 2021 financial year, its revenue was $29.5 billion
(+19 per cent compared to 2020) and its net profit
$5.1 billion (+85 per cent). Series like Squid Game, Stranger
Things or La Casa de Papel (Money Heist) had established
themselves in popular culture, and Oscar-winning
directors, such as Martin Scorsese, David Fincher, Alfonso
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Figure 1 Number of Netflix's paid streaming subscribers at the end of the respective year (in millions)

200

Cuardn or Bong Joon Ho were working with N
Worldwide, Netflix spent $17bn on content produ
in 2020. Netflix's French productions included the my
series Lupin, became a global hit. As a result o
extensive pro activity, plus acquisitions, Netfli
an ever-growing library of titles, with 5,800 in the
(library sizes va country).

A competiti rket

By 2022, of course, Ne‘&as not alone, with a ho

new video streaming pl erging from the USA over

the last decade. Only two w rits 2019 launch, Dis-

ney+ boasted more than 118 l

wide, followed by Amazon PrimeVid

users, and AT&T-Time Warner's HBO Max

million. Apple launched its Apple TV+ offeri

but had only 20 million subscribers by the end of 2021.
Like Canal+, none of these American competitors was

available worldwide. For instance, all of them — including

scrlbers world-
O million

Netflix — were blocked in China. Ama §
thanks to the global reach of Amazo S)ém\l r‘pr(bmnes or Fnen

200 countries. Due to various agreements with IP@HTS
party TV providers, HBO Max was present in most o

Americas (but not in Canada), in large parts of Europe
(but not in the UK, France, Germany, Italy, The Nether-
lands or Belgium), and not at all in Asia. In France, HBO
programmes were distributed by Canal+.

The growth of competition, and the variety of business
models (some drawing on advertising, some part of service

undles) was own prices. Netflix offered its

two screens at a time) for $12.99
hin the USA. Apple TV4ayas at only
nd free for three months@ving the

n Apple device). Disney+ was charging $7.99

er month, but also proposed a bundle t luded Dis-
ey+, EPSN+ (a sports streaming platf d Hulu (a
video streaming platform founded in d acquired

by Disney in 2019) for $13.99. HBO

inimum price of $9.99 per mont

plan and $14.99 for its ‘Ad-Free’

was different, since Amazon P eo was included in
he USA, but only €49

its Prime bundle ($139 pe i ,
peryearin Fra nce) ave access to free express

dellvery, X and unlimited photo storage,
’él;)eneﬂts

content, there was considerable variety

too. Apple+ had a small catalogue so far. However, Dis-

ney's catalogue was unrivalled, with the Disney, Pixar,

Marvel, Star Wars and Fox licences, and it was constantly

ammes. HBO Max, with the Game
series and the Harry Potter or DC

was charging a
Ad-Supported’
azon's approach

GW.Q‘OMSes, was also a formidable competitor. In

May 2021, Amazon spent $8.45 billion to acquire MGM
studios (James Bond, Rocky, The Handmaid's Tale, etc.),
and produced the first season of its Lord of the Rings tel-
evision series for $465 million. Amazon Prime Video was
planning to invest around $10 billion each year in original
contents. Such huge investments in content were driving
an inflationary spiral in terms of costs of production, with
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star actors and producers in massive demand and enjoy-
ing record rewards.

More choice for consumers implied lower loyalty to
platforms. Users realised they couldn’t get all their pre-
ferred content in one place: in 2021, 20 per cent of sub-
scribers reported cancelling a service in order to switch to
another one (sometimes, after watching as i ).
Netflix had the lowest cancellatiograte in Y,
followed by Disney+. In additio piracy was on the

internet users con-

rise, with between 4-25 po-x
suming illegal conten eek, and approximately
50 million people w, were using Netflix without
paying, but by shar@swords with friends or relatives.
This practice wa g Netflix more than $6b
Moreover, ere close substitu
and film, sucmwTube and the
social netw@rking service TikTok
important a ative pastime
attracting e investments fr
in early 2@Aicrosoft bought the leading ga
pany Activision Blizzard for $69bn. In 2021, F
changed its name to Meta in order to mark its e
the metaverse, a virtual reality global interfad
online activities from social networking, through
games. NetflibaCEO Reed Hastings commented:’

pete (an with Fortnite more than with
these varitrternative forms of entertainmen
n

ened atte turation among consumers: the
simply be n(@to watch Canal+ movies.
Conseque@ or Canal+

In 2019, in order t
decided toinclude a

tain its attractiveness,

bscnptlon within its premium
streaming plan, Which d a curated catalogue of
thousands of movies, pay— tions, and access to

award-winning shows such as Thi auger Spiral, for a
total of €40.99 ($46) per month. | %

access to Disney+ to this plan. As a cons

Canal+ already distributed HBO programmes in France

it gave access to three of the major streaming platforms
through its own single offer. As an aggregator, Canal+ also

its price was lower than the subscriptions to the different
services would be on their own; and its own interface,
MyCanal, was designed to smooth the experience for the
viewers, with seamless access to the different catalogues.
In parallel with this aggregation strategy, Canal+ also
announced in late 2021 that it was planning to add a

M ery week on its platform, and it renewed its
r lusivity — agreement with the French
movie ind

agder of the French cinema produc-
me when the market is being
encan] streaming com-
panies, the [French] cmem wants to keep Canal+
as its principal partner’. At me time, to build up
in the French media mark rally, it announced
id for another lea iénch media con-
e Lagardere, w d major stakes
book publishinﬁvspapers and
enues $5bn). In ﬂVIyCanal was
ion users per mo in France, with
nsumed per we verage per
ia 15 million connected TV devices
TVs, video game consoles, etc.). Up
content were available at any time
ith 1,100 new pieces added per day.
ination of aggregatio investment,
warf was bulking up — bu:@this enough
S battle with the giants?
Sources: Les Echos, 17 September 2019, 19 Jam@ﬂ and 2 Febru-
ary 2022; Variety, 20 April 2021 and 27 May atista; medium.
com, 5 November 2019; Interpret, 8 June 2 itte Insights, 1

December 2021; Sport Index, March 2021; et.com, 21 February
2021, 23 and 30 January 2022; netflixin

>
Questions 9

1 Identify the nﬂengths and weaknesses of
Q..
Oe the main threats and opportunities for

Canal+.

tion industry dec
upended by the entry

3 Using the findings of the first two questions, con-
struct a SWOT diagram.

prop_osed belN SPOR_T_S streaming ismgtgpﬁ?ovildedh\&ais SWOT, what do you think of

The idea was to position Canal+ a

Canal+ s strategy?

all the platforms, with two potential beneflpfe aarvso n.c
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