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Qﬁt the same time, Exploring S

We are delighted to offergthi tOen:Nti f Exploring Strategy. With sales of previous

editions now ap roa@inne a hal iu/iiw' e, and a ranking by the Financial

Times (31 Mﬁﬂ as the most influential stratégy t worldwide, we believe we

have atr tested product. Yet the strategy field is co J anging. For this edition,

ther e have thoroughly refreshed all chapters, with new congepts, new cases and

n% ples throughout. Here we would like to highlight threé®pri al changes, while
caliin

g some of the classic features of the book.
th edition has the@ing principal

| transformatioa book fea-

tures thre strategic conditMnd issues

pter 2 introduces students to
use of frameworks in strategy

practical guidance on w
the fundamental tools of
and guides students in ca

egic issues: we introduce readers
e the mainstream of s@ic think-
ntu view on stakeholders, hoshifi kanri and

v

retains its longstanding commitmenm(omprehen-
. In particular, this entails a deep con or:

an appreciation of ‘'non-
to concepts and approach
ing, for example Jugaard i
indigenous leadership the

and real-world view of strat

/ ess: we believe that th n processes of strategy, not onl economics of par-
lag strategies, are centra chieving long-term organisatighal'sticcess. Throughout
t)‘@ we underline the importance of human process particular we devote

e Practice: w clude the book with a chapter opsth ice of Strategy (Chapter 17),
focused on the plcmanﬂ egy. Throughout the book, we introduce
concepts and techniques th hp cal illustrations and applications, rather than
abstract descriptions.

Part | (ﬁes of strategy formation, implementati change.

Many people have helped us with the development of this new edition. Jason Evans and

Clive Kerridge h%?f@l ingihecadexellegtiom We have consulted carefully with

reviewers and our Advisory Board, made up of experienced lecturers, many of whom are
adopters of the book. @%MEGQm 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-
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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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Chapter 1

Introducing strategy
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Learning outcomes

After reading this.chapter, you should'be@ble to:

Recognise‘the purpose of an organisatiom.

Summarise the strategyiof an organisationgn a
‘strateqy statement’.

Distinguish between corporate, businessiand
functional strategies.

Identify key issues for an organisation’s strategy
using the Exploring Strategy Framework.

Understand different people’s roles in strategy work.

Appreciate the importance of different
organisational contexts, academic disciplines and
theoretical lenses to practical strategy analysis.

Non-profit Sustai‘nmmitalTransformation

Pages | 8-9,11,17 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 markets for growth' invest more in product innovation to match competi-

tors; use more local s n ny was hired to provide strategy advice
and Claudia, Junlor sul she would have to carry out a system-
atic stratﬁa ysis to understand the comp s model, assess the challenges
pose petition and shifting market deman , tlfy broader opportunities

ts from the wider environment. She would nee % her recommendations
@ a and analysis. Claudia would also have to propose an entation plan for the
at

egy.
v The problems pre

onsultants are one ategy. Strategy is
concerned wit nisation. For ins , how should the
company ¢ entrants? What th options are
q there for any? If internationalisation i rategy, whatw e the optimal
method t ieve this an ight be there implications? A ese strategy

@ questions are vital to the vival of the or n.

Strategy questions na cern entrepre d senior managers at the top of
their organisations. But t dely. Outside of the organisation,
stakeholders such as inv and banks, influence the strategy.
Inside the organisation, o understand the strategic direction,
both to know how to get rt for their initiatives a explain it to
the people they are resp looking for a management-track job needs

? to be ready to discuss stra h their potential employer. Indeed, a y taking a job

e future with agg

9 should first be confident t new employer’s strategy is actually vi here are even
speC|aI|st career opportunities in strategy, for example like Claudia, a tegy consultant
r as an in-house strategic er, often key roles for fast-track yo anagers.

This book is relevant to of organisation respon5|blef wn direction into the
u . Thus, the book refer rge private-sector multlnatlo smaII entrepreneurial
to family businesses, both large and small; to p or organisations such as

sch spltals and to non-profits such as cha i orts clubs. Strategy matters
to almo Q tions, and to everybod WO

In this chapter, o nﬂ‘ in deflnltlons of strategy, build your
understanding of strat m ced 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?

1.1.1 Why X piofing Se4ise5a Via
There are a large nurﬁ)gartﬁagyfe%%m 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
tance of finance and economics.
shensive view of strategy, and this
inary perspectives incIu@yoth the
anaging strategy in practice.
A further reason for the ploring” in the title is rooted in the practical world of
Qtrategy work. Our focuson't calities of strategy reveals that therem)ely obvious

swers. Indeed, many strategy problems are highly complex and mana uld beware
T

er-simplified ‘solutions’. re, in strategy, it is important both ognise the real
f f problems and to expgeral options. Through exploratb%u will widen your
a ness of practical issues r t to strategy, recognise how sues interconnect,
andi o probe each option carefully before making in edichoices. We therefore
believe &l ajor strengths of Exploring Strategy —i grehensiveness and focus
upon practi Qhel reduce your risk of myopia t&en u to produce well-informed,
grounded solutions i@mfgm&é
We also believe that'E ri t e'fsappropriate 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 Differently’ sections at the ends of chapters. The ‘Strategy Lens’ sections at the

end of the mainsatm pl&op noviehae-ardiand distinctive themes. These will

ensure that you are at t?%ﬁrﬁsﬁﬁﬁgg .
Exploring Strategy also S o} ﬁjof 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.

economics perspective, thatic
behavioural side of strategy a
Exploring Strategy is distincti
N will enable you to explore th
P economics of strategy and thé




1.2 What s 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 situations of life or death, it is the Tao (path) of survival or extinction’. Since

that time, there have n y Ne initions of the word strategy, particularly by the

military but, in the 1 9@0€h rger founding theorist, brought strategy for-

mally intﬁngss context.? Subsequent def itiobs ategy have continued to refine
nding of the term and several prominen ll examined below.

our ».es
éﬂ Defining strategy / &
Vigure 1.2 shows the | leading strategy t@:Alfred Chandler

w and Michael P School, Peter Dr rom Claremont
q University, iversity, Canada,@ichard Rumelt
from the nt elements of strategy. Chandler

emphasis and objectives t allocation of

@ resources. Porter focuses rate choices, di and competitiommelt argues

n to address
will win. A

for coherence in policies
that it is a theory about
Mintzberg, who takes th
above. He uses the word’
deliberately chosen and |

? gies reflect a series of incr
‘strategy’ — after some ti

kes challenges. Drucker suggests
erspective on strategy is by Henry
ain than assumed in the definitions

that strategies do not.always follow a
e in more ad hoc ways. imes, strate-
a

atonly cohere into a recognisable pattern —or

>
&

N
f the long run goals
prise and the e .
adoption of courSe tiongand the AU Y,ako el t? gain
) cefpetitive advantage
allocation of resourCes necessa
carrying out these Peter Drucker
S Alfred D. Chandler )
e e N
‘Competitive strategy is about being different.
It means deliberately chogsing a different set « g'A pattern in a stream of decisions’
of activities to deliver a mp i@ep (o) |de \Heady Mintzberg
Michael Porter
N P o]
e e ™
‘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
o \ 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, it is 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 strategies that emphasise difference and competition, and strategies that

recognise the roles of co ndN imitation.
The three ele ents;f(u y definiti h#:ﬁm, direction and organisation —
o

caneach b d further. The strategy of Tesla rates important points (see
IIIustratié

r more. The importance of a long-term perspective on strate mphasised by the
. The three-horizons w ork suggests

. %g term. Strategies are typically measured over years, for ﬁgrganisations adec-

ree horizons' framew

organisations sh activities in term fferent "hori-

models. H ing but the exp nis that,
in the long term, they risk

flat or declini ms of profits (or ever else

w zons’, define ly the current cor ities. In the
Q case of Tes la Roadster car bsequent

wl
| gt

9 cal company, where the R
Horizon 3 might be a deca

&of firm can move at different

businesses ar
, that might i
ies, which ar

the organisation values).
vide new sources of profit;
Finally, there are Horizon
even more uncertain. Thes
ventures, test-market pilo
tives, and maybe other ty
Horizon 3 might generate

ing activities th uld pro-
e new mega-battery business.
en and for which outcomes are
d development projects, start-up

ight be further solar ricinitia-
or a fast-moving organisa@ke Tesla,
ew years from the present time. In g pharmaceuti-
egulatory processes for a new drug ta%nany years,

d. While timescales might differ, as in%@s and types
es, the basic point about the 'three hor framework is

ing on the short-term issues of t; sting activities.

o°

t managers need to av

s

Figure 1.3

orizons for strategy

T —

0 2(}(!%@ create viable options

Sample provi
Performance

potential Pe arso

Horizon 2 > build emerging businesses

T —
Wenl > 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 s strategy?

Illustration 1.1 Tesla Motors: the future is electric!

in the world?
tock Photo

Are there enoug
Source: Jim West
ering acceler-

Launched i@& the Tesla Road
ation (Model S 060 mph in 2.1 , shattered forever
the imag ectric cars as slo i
transport@ZZ, Tesla Motors was worth more t
more valuable than the world’s nine next largest ¢
nies. Its charismatic chairman, visionary and main
PayPal cofounder, and SpaceX CEO, Elon Musk.
Tesla was originally the brainchild of three Silic
engineers W‘ied by global warming. Lithium-io

improve eant Tesla could build a high-per
sports car lower prices than competitors

zero emissions.Ihey recognised the opportunitis
by continui@vances in battery performan
provides zer n electric power generation

‘giga’ battery f& nd Tesla Energy now sells ba
for homes and bu

nd aims to offer an energ
for the world. The y's mission is: 'The comp
to speed up the wo n5|t|on to sustainable energy

sources by making elect and other energy prod-
ucts more affordable’. [

Tesla's strategy has beento s
market, where customers will pay a

J;gh end ofthe
sports cars, and then go down market it

and lower price models. All free cash flow is ploughed back
into R&D to drive down costs and bring follow-on products
to market as fast as possible. Customers buying the Road-
ster and Model S were actually paying.for the development
of cheaper cars: first the Model 3, a 5 \pcﬁ |ry
car launched in 2019, and then the Model Y
launched in 2020.

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

8
OV

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-
tion hell’, with cars coming off the production line requiring

e additional work (at one point, Tesla was produc-
g8 xb t seats and asking dealers to bolt them on in
y t . Musk is highly outspoken, sometimes

causing outrag er and famously dismissing finan-
cial analysts in a for @ g for their ‘boring bonehead
questions’. His groundle %bout taking the company
private led financial regulat arge him with securities
fraud, forcing him to step dow irman for three years.
competitors such
and Nissan. These
and fully electric
ing and supply-
(Toyota's 2021

ring billions into
stablished manu
large-scale producti
s more than eigh that of Tesla).
uch as Volvo (own hina’s Geely),
rol and diesel car production entirely
ew electric vehicle competitors are
h as the Chinese Nio, which has lower-
ever battery-switching technology, and
la E battery designer anufacturer,
now produces a car that o rms Tesla on
and has better recharging systems. Toyota is among
companies investing in hydrogen fuel wrs which have a
much longer range and much quickegch@rging times than
electric cars. %

Nonetheless, Tesla’s new over,
and China plus the cheaper Mo
2021 sales to 936,000 units,
year. The company produc
Tesla was forecasting
for 2022. With
Musk's outs%ke

actories in Germany
Model Y cars drove
r cent on the previous
ecord profit of $5.5bn and
0 per cent growth in sales

save the planet, maybe Elon
is not so inappropriate.

) D. Baer, 'The making of Tesla’, Business Insider,

r 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
vision', Financial Times, 15 June 2018.

ovidedvia
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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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9 investors.

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. In private-sector businesses, the objective guiding strategic direc-
tion is usually maX|m| M . However, profits do not always set
strategic dire |onf| -sec isations may set their strategic
dlrect ing to other objectives: for exampa rts club’s objective may be

c@ rom one league to a higher one. Second, e e private sector profit

ays the sole criterion for strategy. Thus, family %ses may sometimes
ice profits for family obJectlves for example passing dow, management of
business to the next objectives behind strategiedirection always

need close scrutin
ated as discrete, ed entities.
and externall;&is because
| stakeholders, iﬂer words
upon which th nisation
re filled with peemtypically
s of what should be done. For
rhard, was fired by new Chair-
tinued for 15 years. In strategy,
isations and to consi e people
anisations are surroundeg@nportant

pliers, customers, alliance partners, %Iators and

Organisation.

itself depends (see Chapt
with diverse, competing a
instance, the original co-
man Elon Musk and their
therefore, it is always imp
involved and their differe
relationships, for exampl

&cause strategy typically involves managing people, relationships and mces, the sub-

s sometimes called 'strate nagement’. This book takes the vi t managing is
important in strategy. rategy is about the practicaliti managing as well

ax&?alysis of strategising. q

1.2.2 vision mission, objecti
What is a strategyf Qaa Montgomery® answers by arguing that
the core of strategy is defln a clear and motivating purpose for the organ-

isation. Whether in the prlvate or publlc 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 agoader view of purpose is mqre I&)Iy tQ motivate employees and stakehold-

ers than profits &Lm;lﬂ eopsrngytl iR GlonEh6t-term profits can be detrimental
to longer-term value creP@ua rson.com

* 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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sector, these are often e
/ profits or share valuati(‘\e, two or three years' time.® In n
i e

1.2 What s strategy?

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 can |dent|fy this b asklng ‘If we were sitting here in twenty years what

do we want to ha C|te the example of Henry Ford’s original
visionint veg fa o that the ownership of a car should
be wi reach of everyone. For the Swedlsh I Spotify, the vision is to become
! erating System of music’, a universal platform & ing just as Microsoft is for
ce software }
mission statement aims to provide clarity about what the isation is fundamen-
v tally there to do on loyees and stakehol an be thought of
as a way of moyi This is often expr in the apparently
re we in?" Two i questions that

h they do not e exact term
understanding ndamental
ement of what rganisation
organisation’s mission by asking
rsin agravel and asphalt company
e people’s lives better by improving
trechtin the Netherl the mission
generation of researcher@i addressing

hthe for-profit

e level of sales,
ofit organisations,
objectives will focus on g services to target groups rath inancial objectives,

I ough the organisat | need to generate sufficien%& to cover their costs.

‘mission statement’, Porras’ sugg
mission can be done with a descri
actually does, then re
‘Why do we do this?' T
arriving at the conclus
the quality of built stru
includes educating stu
social issues.

ecific outcomes that are to be achie
ssed in precise financial terms, for inst

* Objectives are stateme

|ng|y, organisations are also setting objectives r. to as ‘the triple bottom
h|ch is meant not only economic objective those above, but also envi-
ron d social objectives to do Wlth their c“te responsibility to wider society
(see Sectl
Figure 1.4 shows a four- smlerg 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)sné fina C|aI objectivess Efaéfﬁr these statements should be authenticand

meaningful ﬁaﬂﬁ@%l A(s ﬁ sometimes ineffective because they
are too bland and tomiawn .com

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 U s |deal
Vision Future
Mission Activities

Specific outcomes

Concrete D o
$ g
O

of the organisation’s activities; and the particular advan* or capabilities it
o deliver all of these.

Purpose, vision,
oncentrateont
Q given in lllustr,

® Scope. An isation’
@ geographical location; an
sity, scope questions woul
school, an engineering de!
themselves (vertically int
ple, whether to manage c
whether to operate camp

the University of Nottingh
‘ country of England).

described above i 2 so here we
antage, with exa of all three

mensions: custo@or clients;

ical integration’ univer-
epartments to have (a business
hich activities to do internally
se to subcontractors (for exam-
r to subcontract them); and third,
untry (for example, in Il tion 1.2,
es in China and Malaysia as wellas its home

* Advantage. This partofas statement describes how the organisatien will achieve
&the objectives it has set for itself in its chosen domain. In competitive ironments, this
e: for example, how a particular c or sports club

fers to the competitive ad
chieve goals in the fa mpetition from other compani clubs. The organ-
tigh needs to be better than others at achieving its particu . In the public sec-

to @t ge might refer simply to the organisation’s c@ ity in general. But even
publi anisations frequently need to sho capabilities are not only

adequate, baoer' to.otherrival depart ts QR pe , to private-sector contractors.
Collis and Rukstad Slg;&Nteggtﬁuts 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 communicate. Thus, for Tesla, a strategy statement might be: 'To accelerate
the adventofa SSENIP*E 'ﬂuvli)dedpvj and incorporating superior battery-
based technologies into_compelling mass-market electric products and bringing them to
market as soon as possi eafrcmnacﬂmegy 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,
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lllustration 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 simple business p@Oo
devote our talent and techno& Feati g superior

to a better global

products and services that
society. o
Every day, our peo g this philosophy to life. Our
leaders search for htest talent from around the
world, and give t the resources they need to be th
atwhatthey do. esultis creating superio
services that te to a better glo
promises to m responsibly a
pany and b ethical manag
responding to rapid changes in
ronment so a vehicle for b
stakehold

According to Samsung’s motto, it intends to
world inspiration to create the future of electro
vision reflects Samsung Electronics’ commitment
ing its communities by leveraging Samsung’s t
strengthswmchnology’, ‘Innovative Products’,
ative Solutfons’. As part of this vision, Samsung has

out a speci n of investing $250 billion in the n
years to en capabilities in artificial intellige
pharmaceuti emiconductors and robotics in

hen its global position in competitive

chip market, as well as to e
new opportuniti r @rowth in next-generation
munications and r s. Jo this end, Samsung

established three stra % oaches in its management:
‘Creativity’, ‘Partnership’, r@w
University of Nottingha

t'.
strates
A member of the prestigious Russell Grolf@N
es

the University of Nottingham is one of the UK's

48,000 students from 150 countries spread across campuses
in Nottingham, China and Malaysia. Founder Jesse Boot's
sentiments of discovery, enterprise and the advancement

The aimistos
industries, suc

world for the better. This will allow the University to make an
sun ontribution to supporting the United Nations
it I%vel oment Goals (SDGs).
Throughits campuses, the University is ener-

gised to engage 0¢€a lobally and to reach out to a
wide range of stakeho

. ill continue to develop its
campuses to meet contewﬁ needs of staff and stu-
dents for new kinds of space, le secure and inclusive
iconments that support co well-being, and to
cation that is more t egree butincludes
ting social, cultur orting life open

further evolve inﬁ university with
untries and, to facilitage this, a global
ivated among st d students to

ernational engagmt in teaching

e and entrepreneurial environment
and physical well-being, the University
and improve lives through education,
wledge exchange and help prepare stu-
ch and fulfilling lives. The @ sity will focus
ing students and staff with the*highest potential
and desire to succeed and will putin pl easures to elim-
inate the attainment gaps between s’ﬁts from diverse
backgrounds. Equality will be embe in decisions about
staff recruitment, reward and progfiessioh. While the inten-
tion is not to grow the Universit ation much further,
it will reach out to new potenti dents across the world,
online resources, contin-

attracting those who wish tgfécc
uing professional deveu nd lifelong learning.

Sources: Edited extract w.samsung.com and the University
of Nottingham‘Stra w.nottingham.ac.uk.

uestions

1 Construct short strategy statements covering the goals,
scope and advantage of Samsung and the University of

campuses
mindset is b
enrich and de
and research.

Through

of the human condition, combine%ﬁlﬁerﬁfovi ﬂg@vi}aw much do the different private and
improving health and well-being, are embe in the'Uni- public sector 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

Pe Al SO N 2CoRET It 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?

1
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P 1.2.4 Levels of strat
950 far, we have considered an‘

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:
e competitive/best value

e innovation Y
° responsEt " moves

C d with:
onal plans
duct market plans
rocesses and people

o

Integration

stee.ﬁtey

Functional-level strategy

(~

but to reassu - ities are the riglds. Volun-
tary organisations need pers ategy stateme der to inspire v ers and
donors. Thus, organisations o frequently pub erials relevant to such strategy
statements on their websites .2 provides published materials
on the strategies of two ver echnology giant Samsung from
the private sector and the U e UK from the public®ctor.

ation as a whole but, inside an organi , strategies

onstituent businesses of th

& exist at three main levels (see Figure 1.5). g
rporate-level strategy‘erned with the overall sco% organisation

how value is added isational whole.

@’ e-level strategy issues include geographical scope, di y of products or ser-
vice %tions of new businesses, and how resourc ocated between the dif-
ferent e aaf the organisation. For Tesla, movi@n ar manufacture to battery
production o% inesses. is@ C raté-level strategy. Being clear about cor-
porate-level strate su:m d@iﬁ 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 compete in their particular markets (this is often called ‘competitive strategy’).

These might &b $Ses/ cgfenttepreneurial start-ups, or ‘business
bEsteido b EIesses/ foristan

units’ within a Iarger?r oration. Business-level strategy typically concerns issues such as
innovation, appropri eé:aé ggp&\g ivals” 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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1.3 The Exploring Strategy Framework

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 corpo business and functional levels underlines the importance
of integration in stratgi:sevi qg igned with the others. The demands of
integrati s defi n important characteristic ﬁtegy: strategy is typically complex,

requig | and sensitive management. Strate f&imple.
tegy, this book% a framework

thatemph terconnected nature o issues. The Explo rategy Frame-
work incl isation; assessinﬂtegic choices
for the fu j jon. hree elements pr e the struc-

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

by the three cir Figure 1.6.
e major areas; together they pro-
tuations. The following sections of
under each of these elements of the

Figure 1.6 The Exploring Framework

Macro-
environment

Yy, )

N

fe-provic

Evaluating

Strategy
in action

Strategic
choices
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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 sequence. Choices often have to be made before the position is fully

understood. Sometimes, N of the strategic position can only be
built from the e erien g gﬁ The real-world feedback from
v

launching a éeduct is often far better at un eréw rue strategic position than
remote 3 @ arried out in a strategic planning departm ead office.

T onnected circles of Figure 1.6 are designed to e thls potentially non-
ure of strategy. Position, choices and action should be s osely related and,
ctice, none has priority ov er. Although the book dl its subject matter

o three Parts in sequ t the process of st ust follow a
gical series of disti and interdepen eewdence
provided in lat i occurs in tidy w d that it is
better not to
However,
integrated framework with i
Chapter 2 introduces some
distinctive characteristics of
ing others’ needs and reacti
picture (systems thinking) a
following three Parts of the

ou with a com sive and
effectively with MQy. First,
ith strategy, underlining the
(system 2 thinking), anticipat-
the interconnections of the big

working with strategy, Then the
explore, in turn, how éalyse an

organisation’s position, cons as and how strategies might be put into
? action. You can use each of t pters to help you ask fundamental str questions
9and to select essential conce techniques that will help you answ . Working
tematically through questions and answers will provide you with th r persuasive
egy recommendations.

13 trategic positio 6
The stra ion is concerned with the impact o of the external environ-
ment, the o «Qlon trateglc resources and p@lll e organisation’s purpose and
stakeholders and'th ﬁrstandlng these factors is central for eval-
uating future strategy. Th amental questions associated with them,

are covered in Part | of this book.

* Macro-environment. Organisations operate in complex multi-level environments. At the

macro level, og Pt gfﬁ‘ﬂ nomic social, technological, eco-
apter

logical and Iega orce 3 poses the questlon What are the key macro drivers of
change that are shappﬂa fltue 6f ofganisations 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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1.3 The Exploring Strategy Framework

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 actions. The key questions here are: is the purpose of an organisation
an appropriate one and are managers sticking to it?

® Culture and strate r@ ganisational cultures can also influence
strate se!ul s are typlcal ya \r rganrsatron s history, industry or

e consequence of culture can be st a failure to create necessary

$ Afundamental question here, therefore, is: ho & [ture fit with the required

tegy?

ork in conjunction with Ill ion 1.1, points to the
hat is the future of mpany given the

e business both nvironmentally
s distinctive cap@s really valued

o investors and to atlow sustained
cope with risingﬁetition from

cars?

macro social, e
to regulatory stan

oducts? How
ling electric an

1.3.2 Strategic c

Strategic choices involve
strategy might move and
organisation might have

terms of both the directions in which
rategy might be pursueinstance, an
egic directions open to it: the organisation could
diversify into new product enter new international markets; or it transform its
existing products and mar ough radical innovation. These vario%ections could be
pursued by different methods: the organisation could acquire a busin ady active in the
oduct or market area; it orm alliances with relevant orga s that might help
ew strategy; or it coul pursue its strategies on its ow. ical strategic choices,
e related fundamental questions, are covered in the fi ers that make up Part
II ok as follows:

° Busm gy nd mode/s There are strate |c$s in terms of how the organisa-
tion seek 4 ﬂ ess level. For example, a business unit could
choose to be the 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?

* Corporate strategy ahld dlver5|f|cat| n,. The highest level of an organisation is typically

concerne &cm&v o\ﬂavords, which businesses to include in
the portfolio. This egree of diversification, with regard to prod-
ucts offered and féﬁ?géﬁ%gogﬁ 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.

* 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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® 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 complementary partners The fundamental question in Chapter 12, therefore,

is whether to buy anopc Q alone.
Again, issues ic choice are relevant to the mMotors(lllustratlon1 .1).The

Explorin ramevvork asks the following kinds here. Should Tesla con-
tinu uce new higher volume cheaper cars or stick to us specialised sports

cts? How far should it widen the scope of its businesses:is praducing batteries for
h reaIIy helping or detracting from car production? Where shm&} innovate next?

Managing str ion i rmed and howﬁ

\gre imple-

mented. The isi seissues are co n the five

@ chapters of Part Ill, and inclu own fundamenmestions:
* Evaluating strategies. Ma

existing and forecast perfor-
mance is satisfactory and hat might improve it. The fun-
damental evaluation que

lows: are the options suitable in
terms of matching opport acceptable in the eye ignificant
N stakeholders; and are the ilities available?

? * Strategy development pro rategies are often developed through fetmal planning
processes. But sometimes egies an organisation actually pursue$ emergent

—in other words, accumul atterns of ad-hoc decisions, bottom itiatives and

rapid responses to the unanticipated. Given the scope for emergenﬁe fundamental

estion in Chapter 14 is: d of strategy process should an sation have?

d lementing strategy. Onc ategy is developed, the organi %eeds to organise

f ceessful implementation. Chapter 15 addresses both "issues of implemen-
tatio% ple structure and systems and the 'softe f culture and procedural

justice. T Qa tal question, therefore, is: Whatﬁof hard and soft elements are

required for

* Leadership and strateg’gmn an; 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 levers.for change. So, the fundam dquesllon in Chapter 16 is: how should the
organisation %empleap&g¥léﬂ dV)‘ﬂe strategy?
* The practice ofstrategplemt%rppmecpnes 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?

16



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.’

1.3.4 Cross cunﬂnﬂﬂroflts sustainability and
S gh

the elements of the Exploring Strategy l rk are many major themes
on -profit organisations, sustainability and digit })rmatlon.

%n proflt organlsatlo

ive, public or soa?eflt unlike for-

ir owners. No organisations
olve some de of voluntary
ion generates wdss of its costs

nd not paid oumrivate gain.
ing in sufficient to allow the
eir funding from sponsors such as
atthey can generate from the sale
n-profits to deliver on their purpose

fore, is often not th e source of
ple, hospitals may not ch@;atients but
ents or donors, and even generate sgme revenues from
include a wide range of organisation%uding schools

es, theatres, social clubs, religious asso s, cooperatives
6 provides more detail on non-profit discusses hybrid

are to be reinvested in t
Although non-profits are
organisation to deliver o
government, donors and
of products or services. T
for social benefit. The en
funds for the non-profit
instead receive funds fro

on-site retail facilities. No

9 and universities, hospitals,
& and social enterprises. Chap
/ ganisational forms.
trategy tools and tec s are relevant to non-profits as for-profit organi-

s, Strategy can help non-profit organisations make ecisions, improve coor-
dinati J\d achieve sustainable outcomes. For exa rategy tools can help with

organis urpose vision, mission, goals (Ch , identify major environmental

threats an k@ capabilities (Chapter 5), manage organ-
isational govern resource allocation decisions (Chapter 14)
and inform organlsatlonal de5|g 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 companies. While their aim is not to generate a profit, their need to meet budgets

to sustain thseat m?aﬁflﬁvirdg :\ﬁ%tlons are not much different to their
er o no

for-profit competitor non-profits charge their users for services, they still

compete with other BGﬂI’Sﬂﬂnﬂr@ fiom 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
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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 development strategies involve managing positive relationships with

organisations’ natural a oﬁ e same time as meeting their eco-
nomic needs.’” @rga sau fo ? maJor interacting goals for cre-
ating positiv 1 1 ) economic, 2) natural and 3 OCI |ng sustainability principles
canbeb @ [

to organisations through reducing resourc mmore efficient processes
ng waste), reducing regulatory costs (for example, for non-compliance
tion or health and safety standards), protecting and bUI| pany reputation,
entiating products and servi cting and retaining envir [ly and socially
scious employees a iting opportunities.
For strategists, of the com-
pany (see Cha ires attention to t iness environm hapter 3),
understandi ustainability affects the indu ter 4), how the nisation’s
resources an ced and deplo pter 5), affects dneratlon
of sustainable strategic opti e sources and

ences organisation and wid (Chapter 16)
Refer to Sustainability in the detail of parti

scape is being chaIIenge@ digital

n
~+
~
>
0]
(e}
@]
Q
o
Q
>
o

des of risk (Cham3), influ-
cts stakeholders (Chapter 6).
levant sections.

Digital transformatio

The twenty-first-century

transformation, the pervasi iscontinuous change triggered and ed by the
9W|despread use of digital t gies.' The rise of the Internet of Thi loT), cloud
sed computing, 3-D printing, big data analytics, machine learning, blo and digital

& uct service integration ( nown as servitisation) are leadin e transforma-

o key business operati processes and they also affect ucts, organisation
s and management ts in profound ways. For in ermany’s largest

com mens focused until fairly recently upon heavy e ng in power genera-
tion sys a:is and infrastructure, but has now unde ransformation with the

acquisition digjtal technology companies an isposal of many engineering
interests. Siemens g ﬂta y from a manufacturing giant into a
digital services provide G not just limited to businesses but is also
relevant for public sector and non- proflt organisations. For example, city authorities are
increasingly using smart technologies to deal with air pollution, traffic congestion, cyber
security and fresh food supply, necessitating new aII|ances between public and private
sector partners. Sample provided via

Digital transformatiop.can affect all aspects of an organisation and relates to many sec-
tions in Exploring StrateE &&mansformatlon 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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1.4 Strategy careers

/ a non-profit organisatio

mon themes also. All
Qal and Harminder, ta
It

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 contribute to their organisation’s strategic objectives. Managers have to

communicate strate t teaN will achieve greater performance from them
the more conyincing t deed, an lity,is increasingly decentralised in many
organisa\&ni dle and lower-level manageérs pbg wing part in shaping strategy
“Because they are closer to the daily realiti usiness, lower-level manag-
a crucial source of ideas and feedback for senior&?ment teams. Being able
icipate in an organisation’s ‘strategic conversation’— en ing.\with senior managers
the big issues facing them —is therefore often part of what it win promotion.

v For many mana f the job. Howeve are also careers

ialists in both priv d public sectors.
Many large ing or analyst roles. pically requir-
ing a for lanning is a po ial career route
ional experiencé; may lead to
wth industry in st decades,
oston Consulting Group and Bain
re, IBM Consulting, and PwC, each
onsultants may aspire to becoming
m to move into board-level positions
mand for strategy con roles, such

a board-level position. St
with the original leading
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 Illust
work that managers and
tional subsidiary, Chantal, a

rategy consultant, and Harminder, he strategy office
ave different experiences of strat ut there are some

tegy work stimulating and reww. he two specialists,
re than Galina of analytical t as scenario analysis,

ity analysis and hypothesis testing. Galina discoveredmdi the practical challenges
of r&}l trategic planning, having to adapt th ng the first few years in the
United n@v. She emphasises the importance o ility in strategy and the value of
getting her naj;,ae efwh iﬁ’t rough involving them in strategy making.
But Chantal and Harm er/eQe 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 beginnin%mc the strategy process and getting buy-in from key stakeholders is critical for

implementat I;&tprw st imtimately connected, with people involved

in delivery needing an,understanding of strategy to be effective, and strategists needing to
understand delivery.pe arso ri;‘ co n19

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.

Consulting work can involve financial and market model-
) ) ) ling (see Chapters 4 and 13), interviewing clients and custom-
At the age of 33, after a start in marketing, Galina became o5 4nq working closely with the client’s own teams. Chantal

managing director of a Russian-owned British IT compa 8 ils:

As well as developing the strategy for her local 9 NQ o - .

she has to interact regularly with head ar‘@s:ﬁ'co Itant, you spend a lot ofhrne in building _50||d

is interested in the big picture, n 'u&etails. They are fact-based Umbh will help clients make business

interested in the future of the X decisions. But as acts, you have to have the
She had to adapt substanti ability to get traction. e Rave to agree, so you have

to build consensus, to make t recommendations
are supported and acted on.’

marises the appeal o y consulting: ‘I
at a very high spee&re’s the oppor-
r skills. One year cﬂting is like

inder is a UK ci working
, heading up a key part of the
icein a large hospital with a multi-
t responsibility.

Galina

sidiary’s strategic plans:

had some ideas about strat-
eality was very different to th
not completely wron

‘When we first came
egy, but soon fou
plans. The strateg
second stage
techniques an

his early forti

Galina works @y with her management team on
verseas in Saud

egy, taking th on an annual ‘strategy away-day
Chapter 17): ‘Getting people together helps them s
whole picture, rather than just the bits they are respo
for. It is good to put all their separate realities togeth
Galina is enthusiastic about working on strategy:

illion-pound j

sisis very important here. We have an

ta from all the major co@ncies and
igh-profile US academic ad and need
assemble it for forecasting and trend gnalysis purposes.
A great deal of time is taken crafting do
stakeholders. Informally, we use a ran
and techniques including statistic
analysis (see Chapter 3), sensitivity
hypothesis testing (see Chapter 1
internal surveys to monitor i

‘I like strat rk, definitely. The most exciting th
to think ab ere we have come from and whe

might be g e started in a pub five years ag
we have somehowlimplemented what we were h

for then. Strat

es you a measure of success. It
you how well y done.’

Her advice is: "Alw e a strategy — have an ulti

ysis, scenario
(see Chapter 13),
d also carry out many

idea in mind. But take fi ation progress.’

ck from the market and
your colleagues. Be ready % the strategy: the adjust-
ment is the most important. &
Chantal

an

Chantal is in her early thirties and has WorklntN i
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- by: ‘changing people’s perceptions, getting powerful individ-
tionsimprove. She enjoys strategy consulting because: ‘Ilike 515 t5 make decisions and understand the reasons - rather

solving problems. It's a bit like working S1aom(p)| @3) r@Wide@iVPa'ess committees (see Chapter 17).
asolu

you have a problem and then you have to fin tion t

fit the company, and help it grow and to be bett@e a rsdﬁie‘f\&rms e iauess enemmses).

The work is intellectually challenging:

Harminder has been surpri sheer amount of time

and effort needed to co internal and external stake-

holders personally: '@o consult every project manager
dditec nd#fhor portantly, politically powerful and
ntakeholders, regardless of their knowledge —

dthey have to be flattered to get buy-in.’

What Harminder likes about the job is making a difference

‘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

Questions

1 Which of these strategy roles appeals to you most —

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.

manager of a business unit in a multinational, strategy
consultant or in-house strategy specialist? Why?

2 What would you have to do to get such a role?
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1.5 Studying strategy

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 book aims for an evidence-based approach to strategy, hence the articles

and books reference r.
This book erefor ? anches of strategy research: conven-
te

tionally, refnown as strategy context, st t and strategy process. In terms

of th ing Strategy Framework (Figure 1.6), dIy relates to positioning,
choice and process to action. Each of these br fntams various research

s whose lessons can be readily applied to practical s of strategy issues

ure 1.7 shows the three branches and their respective researﬁ s: these are listed
v n the approximate hj ence as strong rese eams, the arrows

Q representing th each. In more det e three branches
q and the cha in research stre@e as follows:

* Strate i nt, internal and al to organ-

@ the opportunitimji threats of

their external environ cro-environme lysis has been an ring theme

in strategy with early n of the influ

logical, environmental
have focused upon var

ing the ‘rules of the g

N as a research tradition
? of economics could b
unattractive) to operat

9 insights into human be

& ings about appropriate

olitical, economic, social, techno-
e 1960s. Subsequently, researchers
ing institutional pressures establish-
ies operate. Industry sis took off

en Michael Porter show@w the tools
nderstanding what makes industries attractive (or
om the 1980s too, cultural analysts ha\m%d sociological
to point to the importance of shared% al understand-
ways of acting. In the internal context | analysts show
that strategies are ofte nced by the organisation’s specifi re. In the external
ontext, they show ho gies often have to fit with t ounding industry or
|onal cultures. Resource-based view researchers focus o rnal context, looking for

e characterlstlcs of each organisation.?> Acco the resource-based view,

analysis of market imperfections, t ogical analysis of perceptual
ar
Figure 1.7 Strateg QNQSO
Context Content Process
(internal and external) (strategic options) (formation and implementation)

Research: Research:

Macro-environmental Strategic planning

Industry analysis

Choice and change
Cultural analysis

performance Strategy-as-practice

Resource-based
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Vrategy process examin
Q provides a range ofd

9From the above, it should be

&m a range of academic disciplines. Issues need to be ‘explored’ from different points of

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 discipline, with an ever- growmg list of issues addressed. For example,
contemporary strateg “ d - ers examine various new innovation
strategies reni ki ern ti the complex kinds of alliance
and n $strategles organisations adopt tod j researchers typically bring
at éo omic scrutiny to strategy options. Their ai tablish which types of
st ies pay best and under what conditions. They refus *@ for granted broad

alisations about what makes a good strategy.

formed and implem Research here
ractical processe9¢naging strat-
nning tradition rawn from
rational and aaal systems
strategy involv ple:since
ing to how the MOlogy of
up politics and i sts, tend
chersisto accept the irrational,
therthan to try to impose text-
s-practice researchers have been

e the human realities rmal and
es attention on how peop strategy

egy.?* From t
economics gement science in order
for the pl and implementing of strategy.
the 1980s, choice and cha rchers have be
human perception and e nd the sociolo
to undermine rational ana
messy realities of organisa
book rationality. Finally, si
using micro-sociological a
informal strategy processe
work, and the importance

e right tools and skills
at studying strategy involves perspec 'Ed insights

A strategy chosen pure

| onomic grounds can easily be u ed by psycho-
and sociological facto e other hand, a strategy that i en on the psycho-
unds of emotional e iasm, or for sociological reaso tural acceptability,

is I|a |f not supported by favourable economics. As u by the four strategy
Iensest / ced later, one perspective is rarely en ood strategy. A complete
analysis wil

d the |nS|ghts of econoilcs‘)s gy and sociology.

1.6 Exploring strategy further

22

So far, we have Strgssad pzl@trpqg@vijd edyvm complex, best explored from a

number of points of wep There |s no 5|mple universal rule for good strategy. This section
introduces two further : 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



%%tmat/ona/corporat/ons In this context, positioning in a
v analysis of the busj
w will raise po i

Q
©

v
%

st
, usinesses areIikerto.
and leadership.

1.6 Exploring strategy further

chapter and applying the Exploring Strategy Framework can also help surface key issues in
other organisational types:

e 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 independent and maybe even a pleasant lifestyle. The range of strategic

choices is likely to be na er for larger businesses: for a small business, acquisi-
tions may not be ave to decide whether to allow them-
selves acquir Some issues of aon will be different; for example,

ge processes will not mvolve the enges as for large, complex
Gatlons &
) x global marketplace
ill be very important. Each sngnn‘lcant geographical mark call for a separate
ise, operating in ifferent countries
ions in national ¢ imply different
ial styles internally. Strategic choices
estions about geographical
of most multi als point to
hose of organismal structure

place and diffe

significant issues for
and strategic change.

* Family businesses. The!
will range widely dep
may not be the most i
ing issue. For instance,
family control, handin

scope so their positioning issues
gth in their industry. However, this

as strategic purpose may be a defin-
most consideration as @ives such as

eneration and maybe even a pl€asant lifestyle

may be regarded as of mportance. Depending on the size of mily business,
resource constraints m y not be a limiting issue in terms of |c options but
for large initiatives such as making an acquisition, or being acquir ily concerns will

probably be uppermo ision makers’ minds. In terms of y in action, family

deal with particular complexm und strategic change

ile drawing on the same basic principles, str. e@a sisis likely to vary in focus
across i nt organisational types. As the nex% [l indicate, it is often helpful
therefore t plwfotﬁs toﬁﬂﬂpr&l

1.6.2 Exploring strategy through different ‘strategy lenses’

Exploring is a distinctive feature of this book and it means being critical of existing approaches

as well as Iotsaj‘ﬁpJ\Earp Hﬂéﬁdﬁds\ﬂ particular, exploring strategy involves
searching for new arF § s as we believe a comprehensive assessment
of an organisation’s ééf&éﬂﬁﬂg m 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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v gy discourse.
Q To appreciate th

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 organisation.

* Strategy as discourse, Qes l0\/ that managers use language to influ-
ence strate aking t tegy t er, Q
None ofﬁ es is likely to offer a complete view e& ¢ situation. The point of

o encourage the exploration of different persp irst from one point of

the |
n@then from another. This might help in recognising how &e logical strategic

es might be held back by cultural experience, unexpected i self-interested

ses framework br your under-
tanding of stra rt1, coming afte have had a
chance towo t to strategic p . The four
Ienses arere i that you can p deeper

Key takeaway

® In addressing organisati
of the strategy, including
well as formulation. This i
direction of an organisatio
create advantageous posit
and stakeholder contexts.’

You can summarise a strat,
&tion’s goals, scope of act

a ivities.
address strategy at appropriate levels: for exam’ orate-level strategy is

an organisation's overall scope; busi ategy is concerned with
ct/onal strategy |S@e@d ith*"how corporate and business-

cognise the comprehe nature
ergent strategy and imple tion as

e following definition: ‘Strategy is qe long-term

by choices and actions about its resources scope to
tive to competitors and peersin chang/ ronmental

a strategy statement, which shou e an organi-
d the advantages or capabilities.i sto these goals

level strategles

Is need integrating.

* The Exploring Strategy Fram 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 get oIved |n trate work as antg‘im an organisation, or in a specialist

role such as rfg%l
® When thinking aboPeaqgsgw_sC@mf 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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A viable unicorn? Airbnb

Case Example
A viable unicorn? Airbnb

Duncan Angwin

Source: Ale@shutterstock

The effect of the COVID-19 pandemic on Airb
online accommodation platform — was nothing
an apocalypse. The previous forecasts for 2020
revenues of $10bn and net income of $3.3bn, an
bnb genu just $3.4bn in revenue and ma
of $4.6bn‘?1e year. However, Airbnb went
December2020 in a successful IPO (Initial Publ
ing) that rai .Sbn from investors whilst, duri
bookings reb as recreational travel and rura
nations becam ar While some commentat
thought the pan would see the demise of
others concluded l&rbnb had proven it co
viable Unicorn.

Origins

In the US venture capital mdustr Un 4

animal, a start-up company whose va

$1bn dollars. These Unicorn valuations are no guarantee

of long-term viability: notable Unicorn flops include the
note-taking company Evernote, games company Zynga

cent of the booking (host pays 3 per cent; traveller 6-12

M Q}pnl 2009, they were breaking even.'
ro

Gaining angel mvest(mmg from Harminder Graham,

co-founder of Y Com start-up mentoring pro-
gramme) the company pr app and website that
connects people seeking lo ith renters who have
ir personal houses, ap ts, or guest rooms

ber of employ-

wide, increased th
ed to offices in sign district of

s experiencing slu Ilstings due

of properties. T h using pro-
ers, which are now automatically
perties began to be presented more
is rapidly increased guest demand, as
trust. In addition, Airbnb Social Connec-

duced, which Ieverages OCIa| graphs
ook Connect. This shows whe frlends have
stayed, or are friends, with the host llows guests to
search for hosts based on other charaﬁstics, like alma
mater. Again, this reassures poten sts.

With further venture fun n 2011, Airbnb
expanded through acquisitio iring their largest
UK-based competitor Crash just before the 2012
Summer Olympics in Lo ffices were opened in
Paris, Barcelona and . Afrbnb’s growth was explo-
sive with a hig n than the Hyatt and Wynd-
ham ho gr u 14 and more guest nights booked

n Hotels By 2016, Alrbnb was valued at $25bn —
0 any other hotel group.?
Airbnb proved attractive to guests and hosts as its
listings were far superior to others available at the time,
such as Craigslist. Listings were more personal, with better

fessional ph
available to

and health tech company Theran ﬂ ﬁ gﬁjﬁ ipti icer photos. The rooms were cheaper
launch in 2007, Airbnb has reache$ % rlJé foﬁﬂeéqgamnes at hotels and had more of a per-

$113bn. The company was founded by Jop‘et?
Brian Chesky as a simple website with pictures of their [oft-

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

sqnahflqrpur. 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

exemplified by easy
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AirBnB — From 3 guys renting mattress to $10 billion in seven years
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010 and 2011
raised $7.2 million
and then $112 million

in investments In 201
valued at

was
illion!

( where users can rent
to others, and Girl ﬁ?SS, that allows girls to b
s

row and lend their dresse ial occasions. For hosts,
rents provide a source of inc Iel pay for soaring

accommodation costs in many m

Managing growth

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

Zon

X

what was the single most i%nt piece of advice
he had for us.

He replied, ‘Don't f% e culture.’
This wasn’t wh re expecting from some-
a 150mn. | asked him to elabo-

one who just
is.ﬁqe said one of the reasons he invested
ur 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'.

Source,Founder gnd CEO Brian Cesky penned a memo in 2013

Hey team, SamgrlgalprOV| ed via

Our next team meeting is dedicated to

Accordingly, the company began to manage its cul-

ues, which are essential to building our dlIEa¢@ INS Ctife, G & F3liberately. For example, Joe had become

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

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 roles and their
hobbies. The company has ‘ground control’
office in the world dedicated to makin
culture ‘come alive’, organising p ét ay celebra—
tions, anniversary parties ers. The company
is rigorous in its recrui icy, committed to hiring
‘missionaries, not m 1%

Atthe same tim
selves again: ‘W,

unders had begun to askthem-
ur mission? What is the_bi
that truly defi rbnb?’ As they recal
words: ‘It tur the answer was
For so Ionggyple thought Air
houses. But r , we're about u see, a house is
just a spa t a home is wh u belong. A
makes thi al community so special is that fo

first time, you can belong anywhere. Thatis the i
core of our company.”®

Airbnb in 2021

Anyone ere in the world can list spare spa
room to a tree house, from a castle to an island in|
prices ranw‘rom $50 to $2,000 per night. T
quarters’ w covered with world maps dot

hundreds of ed pins, charting world dom
Pre—pandemic,&wb was so popular that one of
rooms was boo Hw y two seconds.

The company is &ocused on the whole tr
with an emphasis o rlng local experiences. This
focus on hospitality i |s out where you stay, but
what you do — and who ? ith — whilst you're
there. Airbnb has introduced q ds and Iocal
lounges, partnering with local coffe€ s I
free wifi, a comfortable setting and loca

They have also acquired a small start-up that connects
guests with locals who can answer their questions and
Airbnb also offers cleaning services. The Airbnb web-

eir

NG

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.

Prior to the pandemic, Airbnb had been providing a

llenge to hotels with prices 30—-80 per cent
} erators. However, this was provoking
a reaction t back by arguing Airbnb rooms
were dangerou i
example, in San Fra
mit to rent for under 30 d
listing personal homes and
eing experienced in N
s passed preventin

as they were unregulated. For
ugh one must have a per-
idents were still illegally
ents. Similar problems
rk where an ‘illegal
le from subletting
cities across the
s as local resi-
out of attractive city c@ntres by short-
s. In Paris, at onﬂut the largest
or Airbnb with 0,000 apart-
ayor complained the city was being
-air museum’. The city responded
the registration and advertising of
s well as placing a 120 days per year
. The European Union gave Airbnb
m about the lack of price t rency, while
ernments were widely raising concerns over hosts not
paying tax on rental earnings.
During the pandemic, Airbnb
been more resilient than its r| revenues down
less than for travel—aggregator and Booking.com.
However, coming out of the %emlc in 2022, growth
rates were lower than for gife r hotel groups as well
as Expedia and Bookipng ? This weakness was con-
cealed somewhat @ igh profitability achieved by
Airbnb’s sharp utting on product development,

rkﬁaﬂist ing.
Qe uture

Some critics have forecast a fundamental change in
Airbnb’s fortunes, arguing the company’s shares are

term rental
market in th
ments on off
turned |nto

1

ess model had

site and apps now have subtle angalm Iiéapfiov\iﬂ@ﬁj \\,Jtacompetltors such as Homestay (hosts

imagery to convince customers that it is more ana

are present), Home Exchange, Vrbo, Kid & Coe (family

service and more of a lifestyle brand. The Fea fiis ) frieddly) pnefinestay (luxury accommodation) and oth-

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

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
achievement of creating a new way to holiday, through
massive expansion of the accommodation base and des-
tination possibilities while providing a convenient way
for hosts to monetise their accommodation. For these
commentators, Airbnb’s game-changing model still has
a long way to run. As CEO Brian Chesky says, ‘the trick is
to be optimistic’.®
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Questions

1 Sticking to the 35-word limit suggested by Collis and
Rukstad in Section 1.2.3, what strategy statement
would you propose for Airbnb?

2 Carry out a ‘three-horizons’ analysis (Section 1.2.1) of
Airbnb in terms of both existing activities and pos-
nes. How might this analysis affect its

dirgction?
3 Usmg theh adi |ronment industry, resources
and capabilities, p p

rategy and culture, seen
in Section 1.3.1, identi

‘zlonlng issues for Air-
bnb and consider their rela rtance.

Following on from the previo
ection 1.3.2, what al

ions and mak-
e strategies

rategic thinking i@tion can be
how Airbnb has‘achigved this

ments seenin S 1.3.3.

Sample provided via
Pearson.com
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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 strategic thinking, analysis using various strategy frameworks, formulat-

ing strategic plans, unicati resenting them to multiple stakeholders
including potential e an ?ne and investors. In similar fashion, a
udy for a student will require s en@d' gs, application of appropriate

a

meworks, perhaps discussion in a sm nd, possibly, some kind of

entation »
s chapter addresses fundamental issues in strategy work imp ntnot only for entre-
‘ neurs and managers, but for you as a student. The focus her: ore is on how both

ractitioners and stu egicissues that will &em very complex

you will find th d strategy work
involves car forms of strateg@ysis, the savvy
q use of str. n organisation rall situation,
good jud nderstanding Av to commu-

@ nicate your strategy anal

gy is typically a he future of
the whole organisation, surprising that it can take a good
deal of work.

Figure 2.1 summarises
strategic thinking, in par
consider the role of strat

? initial example. Various t

commendatio
e function, so

d key issues. Section 2.2 introduces
g slow. Section 2.3 then goes on to
gic thinking, using SW alysis as an

such as allocentricism, issue s and system
mapping are introduced i 2.4 as underlying ways of approaching gic problems.

9 Section 2.5 then consider y analysis procedures, including the s of published
case studies and the investigation of real organisations. Section 2.6 fin resses develop-
& ing strategy in the form of ic plans, criteria for a ‘good strate d communicating
/&tegy through presenta‘ %
‘0, N
Figure 2.1 Key i QaM 0

Strategic thinking

Strategy. Thinking
Sample |pimewaid e d \dobhiques
Pearson.co @
[ Strategy analysis ]
procedures
[ Developing and }
communicating strategy
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2.2 Strategic thinking
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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 involves a differ tPN hat we use in most of our lives. Nobel
prize-winner Dapiel Kshn n ought processes: thinking fast
and thinkin ﬁThmkmg fastis intuitive, quick @/ Kahneman calls this System
1 thinkiré king slow is deliberative, analytical an h: Kahneman calls this
Syst nking. In biological evolution, thinking fast heI ?humans act quickly
ting prey or escaping predators. Today, thinking fast is st for most everyday
ions, where itis a waste of ti ‘overthink’things: for example, deciding which
chtime sandwich to us. But strategy req |nk|ng slow —

d our biology m
Kahneman inking slow is requi x situations wh@ stakes are
uations describ trateglc
organisation i |vaI. But

high and the to collect more information.

problems. G decisions in strategy coul
al reaction to mMoblems,
sand be over-confident in our

since humans’ evolutionary inking fast is o
consider all the angles, gather

even strategic ones. We have
at a full strategy an both for
requires various frame@ a great

first impressions. Thinking sl
more information and challe
iple iterations, and finally presénting in a
nd makes persuasive recommendatlo eventual

What does thinking slow
practitioners and students, ¢
deal of quantitative and qu

way that clearly identifies ke

trategy presentation may lo e, but this simplicity typically conce at deal of

and complex work. When entrepreneurs make their initial ‘elevator s' describing

% strategies to investors, t ay only take the 60 seconds equi to a brief ride

levator. However, behi’ 60-second pitch will typically ny long days and
thought Thinking sl

out strategy means not rushig nclusions, both as
a pr t| and as a student.
In thi ! offer a variety of strategy framewor s to help you “think slow’
about strat artigular, the Thinking Differ ntly)e ives, at the end of each chap-
ter, will help you paI m Qrﬁ ways of seeing the strategic issues you
have in hand. In a similar ur enses 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 |ssues that f(illow throughout the book.

amp e provided via
2.2.2 Two brainPegrson.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.? 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




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 focused. Divergent thinking is closer to the right-brain: creative and

receptive to a wide r. ﬂea i tion. There are certain strategic planning
activities th be@fiﬁ ve ing: precise numbers and clear targets are
often cen strategic plans. But for designing t @ aginative, breakthrough strate-

atih &d students need divergent
ing as well. The implication is that creativity techni ?H as brainstorming and
p strategy, especially

ough analysis can then t yetail the divergent
hinking slow, as& ion 2.2.1, is not
ace for more rig¢n or divergent
ant as well as rigour, analysis and

ron its own; yolrneed judgement
nt of decision imive you and
r coming down on one side of the

.ltisalso a matter o
y, synthesis and judgement a

i ategy analysi rely produce a
@ as well. The point of ana final uncertai
your audiences confiden have good re
argument or another.

‘u 2.2.3 Checklists

P The techniques in Explori igned to help you think slower —in other words,
be strategic and conside ngles before making recommendatio any of these
9 techniques take the form klists. Checklists help ensure that yo comprehensive
& in your thinking, covering the qualitative issues amenable to the r@n as well as the

uantitative issues favour e left.

@hecklists are a key thin Iin many professions. Surgeo re the first cut, airline
ot$before take-off and structural engineers before completi r designs all use check-
II{T ecede any significant action by carefully che that all necessary items have
been first. For example, surgeons check s, airline pilots check aircraft
doors and urallengineers check materialstrengt ne of the items on their own take
very much experti ﬁmle s, itis very easy to forget quite simple things
and think too fast. Where't ke high, as in surgery, passenger aircraft and bridges

or dams, 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 tgg own, brt the conseque cesd)f fargetting something can be huge. That
is why many m/p Ee\psﬁ&Ml;k{Q ckfi&es) In this chapter, we shall use SWOT

analysis, an initial c? li ﬁrﬁ ywﬁ?ink about the overall strategic position of
héafﬂg [M'use

an organisation. In Chapter 3, we sha STEL 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.

2.3.1 SWOT analﬁ'o N o
SWOT analyﬁoﬁes e systematic ana ysistawisation's strengths, weak-

nesses, ties and threats. SWOT is the most strategy framework in
the , as it is so familiar, it will be used here as an ex S?how classic strategy
fr ks can be used and, sometimes, misused.” SWOT's own is thatitis simple
C

%tually, easy to remember and reasonably comprehensive. S& n also be used
&/aluate existing and ies and as a basis for ﬁting strategic

tions. The comp

* Strengths ar ion superior and ompetitive

q thanits pe ntages and incluﬂources or

@ capabilitie i ctively to achieve its objectives.
Strengths mightinclude a i logy or a valuab d.

* Weaknesses are limitation

achieving its objectives. |

capabilities or resources ¢

N include poor information t
or a bad reputation with ¢

? * Opportunities include any
9 environment, such as a tre
the demand for a product
&)nhance its position relative

a relevant market segm

anisation that will keep it from
poorly or where it has inferior
competition. Weaknesses might

ive or cynical organisa@l culture

le current or prospective situation in th anisation’s
ge, or overlooked need. It is somethi &t supports
rvice (new or existing) and permits t nisation to
peers. An opportunity mightincl e rapid growth

e emergence of a new techn% t the organisa-

is well-placed to exploi
d T/{&Iude any unfavourable situation, trend or impe@ ange in an organisa-

tion’ lﬁnt that is currently or potentially d i its ability to achieve its
OTm

_ -
Figure 2.2 SW O—N—O—G

Positive Negative

redinple pmvideJ Vi aWeaknesses

earson.com

External

forces Opportunities Threats
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from new competitors.

can fall short. The most fr:

/ tunities and threats wit

egree of fit between
ween the internal an

2.3 Strategic frameworks

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 usually has less control over its opportunities and threats, for
example macro-economic conditions, climate change or government regulations. However, it
is easy to over-estimate the Wi ich internal factors can be managed (organisational
cultures are very har ) ﬁ’ esiorganisations can exert some control on
external f (fer e ple, they might'be able to influence regulatory standards). With
regar, T factors, itisimportant to conside& actions. The point of strategy
is p strengths, reduce weaknesses, seize opport & d guard against threats.

TOWS matrix, sometimes termed a collision matrix, is
T analysis into strategic actions (see Figure 2.3).% The matrix
TOWS matrix can be

| way of transforming
directly on the infor-
o identify options

vation in a SWOT exerci
that address a dif | factors (strength eaknesses) and

the external f ample, the top le d box prompts

organisation t advantage of
ts technology st hs to reduce
te-impact prod orexample.
se weaknesses a SO minimise
elop an information technology
organisations to deal with threats

On the face of it, SWO y simple form of analy@ut the result

analyses are the followi

Confusing the internal external. It is important to recognise Ropportunities
and threats are externa rganisation being analysed, whereas ths and weak-
nesses are internal. The whole purpose of the framework is to co external oppor-

nal strengths and weaknesses in o understand the
nisation and its context. Figur%nakes the distinction

external very clear. Without r g this distinction, the
al f SWOT is severely reduced. The aim of the analy50 ntify the extent to which

‘0 \}

-
Figure 2.3 The TOWS matrix 1 QN_O 0

Internal factors

S$mp|é"p?‘b(fided

ia Weaknesses (W)

=

soRfReklk $MdA-COM || wo strategic options
Opportunities (0) Generate options here that use Generate options here that -

strengths to take advantage take advantage of opportunities
External of opportunities by overcoming weaknesses
factors ST Strategic options WT Strategic options

Generate options here that use Generate options here that

Threats (T) ) S
strengths to avoid threats minimise weaknesses and
avoid threats
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9 can lack specificity or de
not explain the underlyi

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 really matter implies keeping the SWOT brief. Three rules
can be helpful here. First, focus on s‘reniths and weaknesses that differ in relative terms

compared to competi”c@wp bo isations and leave out areas where the
organisati equal others (thin rﬁﬁ)r not just ‘strength’/'weakness’).

oni
What ﬁter is why customers, employees a s choose your organisation
rat omebody else’s. What you do worse is wher ill steal the advantage.
Se , only focus on opportunities and threats that are directl vant for the specific

isation and industry and leave out any general and bro tors outside the
al organisation’s existi ial domains: an internati yr technological

opportunity for w elevant strengths i worth listing.
i nalysis (the

n help here). SWOT an lications.
Stopping sive and
deeper strategy analysis. lysisis an eng be used
either as an introductory or as an effecti ary of more detailed analysis

t can also be a useful vehicle
for in-depth strategy analysis.
. First, without more thorough

s tend to fall back on nceived
pressions. Thorough an@helps to
ial views. Second, without further analysis, SWOT
ntifying very general strengths, for%ple, does

(the approach Exploring
to communicate strategy.
There are two main dan
analysis (typically using m
and biased views, while s
challenge entrenched or

enerally adv
r,itisnotas
is used

sons for those strengths or to WMgree those
&strengths are distinctive advantages relative to rivals. The rest of thi ok will provide
ny concepts and techn, y which each of the elements T — strengths,
nesses, opportunitie reats — can be more deeply . SWOT is rarely
ly analytical tool you will need.

2.3.2 Usmzii!e frameworﬁ - $
While SWOT concerns Nal Qn al 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 ones for different levels of analysis and for different aspects of the organisation.

The frameworkssacnq plEeE«FQMmengéla(Chapter 3) are not adequate to
e

analysing the industry level of the environment (Chapter 4). Similarly, frameworks used
for business-level strat ﬁ@!p&%’ggrn:’propriate 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 Illustration 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.

Strengths Weaknesses
e Disruptive innov. ills' e Litt car# xperience
e Massive $1Q| lisation e Cars have [imi e
e Strong % ave the planet e CEO Elon Musk &e}
e lar ate’battery production e Now making cheape¥sl cars
o &Willing to pay a premium price for /
grnance
w Threats &

Electric cars to o
arger car market

Manufacturing hyh
xtend range ang

etition from existir@

Applying techno o electric ver goff

4 .
The conclusion to the analysis was that aoaN: Oi rely adequate

many strengths and few weaknesses. The strengths are su (iii) reasonable
that they allow Tesla to seize the opportunities presented
and also overcome the weaknesses and threats identified,
due to huge capitalisation and innovative strengtis. Tesla is (v) outstanding

strongly positioned in the car indust amp e prOVid&dlancarjudgement.

D 2 ways do you think the SWOT analysis above,
rearson. dc e improved or extended to assess the competi-

tive position of Tesla Motors?

(iv) good

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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qartlcular proble
0 some issues

|

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’s characteristics with those of the whole industry. An individual
organisation may have s Q their own would not create sufficient
entry barriers t,pro cDg tr a Ie?) vasion by new competitors. If
other indust ers had weak brands, new co pe uId enter and change the
compet| amics of the whole industry, perhaps ev &y challenging even the
stro ed player (see Chapter 4). Itis thus important to ut on what levels of
ifferent parts of the strategy problem are located and t y the appropriate
Works to the right level.

t the same time, it

ore than one rele\( mework to a
lar ways: in oth , they point
nd focus of eac ework can
fferent framew examlne
the same iss i i i rent aspects o sue. The
Thinking Differently sections larly helpin brlnmnfferent
ways of framing issues. For e section in Chapter 6 contrasts
the calculative and individua alysis to the more cultural and
communal approach of ubu
Variety and Discourse offer a

When using several fram
of analysis. Otherwise, the re|

cting others. The as

ortant to try to link d| t pieces
arate analyses that don't reall orm one

another and so don't add up insight. The real value of a strategican is building
9up a cumulative and powerf gic picture of the organisation as a . An overall
w that integrates the important issues in a coherent way should bet ual outcome

rategy analysis. All analysi s a conclusion.

rameworks and theories

So far t as hinted that frameworks are oft ore than just their super-
ficial appeara I g frameworks aregtypical cepts, theories and research
that give confidenc é/ G their results and guidance to practical
usage.

Even a checklist like SWOT has acquired some underlying theoretical underpinnings.
SWOT emerged from the practical consulting activities of the Stanford Research Institute
and Urwick Orr in,the early 1960s, but it has since,been reinforced by theoretical develop-
ments in acadersﬁ Thi JL?BMPMJd r 8f the influential resource-based view

of strategy (see Chapte ra$ ﬁ ¢ |n terms of SWOT.2 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



ellectual coherence and tes
v you to be careful a

Q

2.4 S@tegic thi

v
2

&/ﬂ our personal lives, we ar:

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, supplier power, substitutes and entry threat as the five forces is not arbitrary,

therefore: the potenti 'ne«ceNr each force is confirmed by research. The
resulting gui eIinsfo C s not d yob'ndustry analysis by omitting any of

the five f
TQ underpinning in research is the reason loring Strategy frequently
r cademic sources. Knowing that frameworks are e rigorous academic the-
d research should give you confidence in their validity?® ave been probed for

inst real-world data. This basis in research also reminds
ing frameworks: th typically the way

they are for ve

Ing te :‘l'l
This section introduces th
many more specific strate
trees, which are about th
All of these techniques ar
value in strategy.

ng strategically and that underpin
hich is about looking broadly; issue
apping, which is about seeing links.
ems in general, but th e particular

n tempted to be egocentric, thinkwt about ourselves.
rality tells us instead to centric’, to think about others.1%ategy, allocentrism is
t just a matter of morals; i al to strategic success. Allocentficism involves thinking not

% t your own organisation but about other actors, ple customers, suppliers,
rival and governments. Their concerns, str reactions are likely to matter
? i

2.4.1 Allocentrici

to your stic llogentricism encourages you to tyn ly rather than just about yourself.

Allocentri nﬂ | o\;\uge concepts and frameworks in this book. As
discussed earlier in th aNS is 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
a SWOT analysis of your own organisation when you have analysed the strengths and weak-
nesses of yousa/mpelt&rpsrrﬂM],dwc\ﬂa competitive advantage in Chapter 5
clearly relies on your pesiti ia ive to titors. The effectiveness of business strategies
also depends on com&étarf é r-mé\gsfﬁe 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.
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Chapter 2 Working with strategy

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 like Im wmﬁs aching out to many subsidiary issues.
For example, a big issue n sonal bﬁw pay back your credit card debt.
Subsidiary.i s$uld include how to cut your expen how to raise your income.
Each o bsidiary issues contains further subsidiary i their own: can you cut
your iture by eating out less or by not taking a holiday; ?ncrease yourincome

g a promotion or by changing your job altogether? Stra ically involves big
too, and issue trees can provi ure to help you think deeply ut these issues,

lling down several | ic issues can stret far.
% Issue trees inv f big issues into idiary issues
q or further an ssed in Part Il of this,book lend
themselves t gicissue might be to grow
your organis . idi can get enough growth from
@ your existing markets, or wh o new markets ( apter9,

re whether to grow by enter-
rge with another organisation
organisation capable of helping
the big issue of growth=You could,
uch as how to improve bility or
nable business. For profitability, the first two
0 raise revenues or cut costs; further s iary issues
evenues by increasing volumes or by sing prices,

X
&

Corporate Strategy). Sub-iss
ing a new market on your o
already in that market (M&A)
you into the market. Figure 2
N of course, use issue trees to a
? how to develop a more envir

subsidiary issues would be w
Q\A/ould flow from there (do yo
&d soon?).
Figure 2.4 Structure of a we (MECE)
i A )
L4 |

Existing marke
Sample prowded exclusive

Fearson.com
New markets > M&A
(e )

[— J
Y

Collectively exhaustive
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A goalinissue tree analysis is to construct a set of subsidiary issues that are mutually exclu-
sive and collectively exhaustive (MECE)."? 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 you cover issues and sub-issues (collectively exhaustive) and that you

analyse each of themwre (nNIIoI ive).
. T

2.4. m mapping o
hinking is about not seeing issues in isolation.'? maps show the conse-
tial links between the elements of a strategic problem. tem, all the parts are

erconnected, so changin liable to have knock-on ("feedback loops’)
on all the other pa et off a chain of ev tis much bigger
w than the initial dent ecosystem ure, a pesticide
Q that kills a that feed on th t and, in turn,
impacts t

.Mapping such consequential links
Many strategy situatio

of an organisation is con
success of the Apple iPho
mutually reinforcing pro
and so on. iPhones work
Many of the concepts an

osystems of natMne element
ments. For example, the strategic
often even called an ecosystem) of
Apple Music, iPads, iPods, the Mac,
connect to so many,ether products.
N k involve systems think or example,
? Chapter 4 describes busi apter 5 explores ‘value systems’ of intercon-
nected customers and su hapter 11 explores the role of businwosystems like
9 Apple’s in innovation; Ch describes the importance of keepi organisational
& elements aligned together (‘configured’) during strategy impleme % as in the McK-
,nsey 7S framework. A syst p can bring out the key interdepe%ies that strategists
&d to bear in mind.
Illrstration 2.2 provides artial system map of urban i us food insecurity in
%owing consequential links between and within Q te subsystems or sectors.
l ays from this map are: first, indig security is not only about
nutrition, Iso @bout culture and mental healt second, strategic interventions
must involve heﬁémd Q t as well as economics. Mapping systems in
this kind of way makes clea str. ic 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 opportunity, what supporting actions are needed to make your strategy actually

work? Going back to Section 2.2.1, system,mapping.helps you ‘think slow’ because it points
o the Imks OAADLE DROVIA S ViR
Pearson.com
2.5 Strategy analysis procedures

Two

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

43



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 Britis | détermi s of health among indigenous urban people.
bia — Cathy Zhu, Emily Chau and Anika Cheng — ﬁ CNCQS the health sector leads to low incomes
among teams from 56 international i tiom8'in ‘Map intheec migsect d then to high demands on social
the System’ competition run by ntre for Entre-  welfare programm jal system.

preneurship at the University of . Their project exam- The team drew two k: from their map: 1) indig-
ined the system that under ood insecurity forurban  enousfood insecurity is a co systemicissue where
indigenous people in By mbia. strategic interventions have fatle chieve sustainable

success for decades; and 2) the dominant West-
iew of food as a commodify'i res indigenous
»0d is connected to t)& and that, con-

acts not only physic |l-being, but
d emotional. Strategiglifterventions

od insecurity must efore, rec-
s not only in nutrition*but also in
the environment.

just a partial map of the system ele-
s'underpinning urban indi s food
What other elements and links d you

expect to be important?
On the basis of this map and any other hnts and

links you could add, what strategic thions would
you prioritise and how would the\%‘: dinated

One in three indjge s households living in urban
environments, such #couven suffer food-inse
constraints on acc% ufficient, safe and
Indigenous peop. e traditionally hag
as salmon, ga d shellfish for thg »The move-  alsomental,
ment to urban areas has deprived ous peoples of  addressing indig
these traditio od sources, mak em reliant pgnise the place
the economic e market. ealth, social syste

The team mapped the interconnected nature o
food system for Indigenous peoples. Figure 2.5 is a p
and stylised representation of their final map. The
extensive, recognising the roles of the environment,
systems, the h sector, the economic sector, s
systems and ﬂ)vernment sector in determining
insecurity am digenous peoples in Canadian ¢
The red dashed*a s show just some of the conseq
tial links Within@ systems and sectors and bet
them. For example_i e environmental sector, polluti©
has an impact on m diversity, which in turn le

to a lack of cultural f sphich then affects the cul BIETEEE A0S R AU ERyEETe a5

Q .
or consultant WorkinJ Qerd 030 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.

2.5.1 Analysingstrategy caseeled via

Typically, a published casPsa@ ES(anlpc-(Qm situation faced by entrepreneurs or man-
agersin 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

Source: Ada pg

implified from A. Cheng, C. Zhu and &

s
in British Colu@niversity of British Columbia. Availabl
tyvisualmappdf d: May 2022].

'
%

Food
systems

Health
sector

N
Cultural .

4

\

~ Food Lack of ;) /

costs appropriate ”
resources

Tax /
- -y /
= Low incomes |

Social
systems

ique Get Together Society (UGTS) and Urban Indi s Food Insecurity
s://mapthesystem.sbs.ox.ac.uk/files/ugtsurbaningi usfoodinsecuri-

X
&

Government
sector

S7¢

Q -
wide variety of o*QNm @01 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.

Unstructug&ﬂ ﬁrgfebe}ea\cﬂtagaimgation on the environment and an

organisati

Both qualitative aRl&arﬁmmmn 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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r However, a good case disc

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, there are two fundamental recommendations for preparing cases.

These recommendatnonsa M verstated:
* Focus youﬁ eck carefully the t by your lecturer for the case.

14

Prepa itial responses to any speC|f|c ques each case discussion. You
ar%S ected to come to class with all the answers b ﬂ prior preparation, a

cussion will have little value for you and is likely to be mpty. Preparation
@hs reading the case at least twice: the first reading may |nvolvéing a quick overall

W of what is going on; might be more detail M involve taking
icular parts of the ore deeply. If

no need t i sector. Illustratiﬂ provides

some suggestions about m
ideas and questions and as a

tyou present all the right solu-
ood questions or build on the
ting is a great way of crystalising

u learn. Of course, stu@who are
necessarily contributing or | ing more.

ne in which you join in. You will learn ﬁand enjoy

for case discus

w adwsed by yo ss the case in gro eforehand.
Q Unless advi ise, materialsin th itself, with

Be an active communicat:
listener. Being an active ¢
tions, but that you can s
contributions of other cla
your own understanding:
constantly intervening in t

presenting y:
tor does noti

it more.

'77
% Analysing real.nisations .§A

vious section, we focused upon analysing a published ca% y where all the nec-
essar jion is provided in a limited number of page , you may be asked as
part of y i perhaps the final assignment) to in real organisation and its
strategy. Thls i rategy \/\Mld re you will be given a strategy
problem to solve fo m r@v new market) and where you will have to
gather the data yourself (for ins arket and competitor trends). Often, these inves-

tigations are more engaging, because they involve contemporary situations and even your
own choice of organisation. However, they can be more work because of the unstructured

nature of probleggﬁfﬁél éh Iasine&écﬂevliggs to consider:

* The key problems, issues or dilemmas for the organisation. A real organisation will give
fewer clues about th %Q\ rscngrk]Ifsg\Qm 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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lllustration 2.3 case preparation steps

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

These steps include the following:

1 Get asense of the main case problems, iss
and relevant facts.
The sooner you can defige &ucture the central
problems of the case th 7as this will help you to
determine how to a e"and ‘solve’ the case. Hence,

start by consider@ llowing questions:
e What app e the core case problem or i

they give,a

decisn

e What |evel of analysis se i

(ma.vironment,industry sectorand/ori

organisdtion)?

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

2 Identify what concepts, frameworks, and tools
in ana the case.

Oncey e grasped the main problems a
of the ¢ u can move to the next step a
mine wha hods are going to be most us
might ask:

other readings)?
and levels of analysis
Q@ ss strategy or
overall corporate strategy; diversi {

e Where do ase appear to fit into you

course struc ué in relation to which par

course, or whi /ng Strategy chapters or which
e What types of gener

appear to be most relev.

international strategy; strategy deve

egy implementation)?

3 Apply the relevant strategy theories, concepts, frame-
works, tools, etc.

When you have a reasonably good idea ophe case,
can start to apply the relevant theories
frameworks:

e How can the chosen frameworks and tools be applied
and adapted to the specific case problems?

¢ How do the concepts and methods assist in finding
solutions to the case problems?

re the most significant implications from each
sep strategy frameworks and tools?

4 Assess alternatle s answers and decisions.

The outcomes of your a s and reflections should

help you to determine po@soluhons Some of the

uestions to consider at this herefore, include the

i eful?
ive solutions or o;&are there to the
roblems?
acts in the case s@t your analysis

m

formulating conclusions and

need to prepare y conclusions

proposals for decism@ence some
rtant considerations and questionshere include the
following:

e What are the main concIusmn%qhe analysis?

¢ Which alternatives and optio. most useful and
why?

¢ What decisions should ers or any other decision
maker take and why? “
L
g the specific questions set by Exploring

Strategy, examine either the Case example for
Chapter 1 (Airbnb) or the Case example for this chapter
(Canal+) and go through step 1 above. What are the

roblems in this case, going beyond the
Sample proviged Vid.,
ea*‘é@ N2 CWhatSsues or problems are there in these cases that

are not wholly covered by the frameworks or concepts
that you have been specifically asked to apply to these
cases?

47



Chapter 2 Working with strategy

® 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 of data is rarely enough to suggest atrend. Equally, on the principle

of allocentricism (Secti o N are always relative and opportunities
depend on other Qg2 act

* Availa
an |

ogle or similar search e
accurate, up to dat
out. Another i

customer or a revealing im
a summary of key types o
your institution’s library a
you may have to fill data
about the reasons for the

Once the data for your inves
analysis outlined in the previo

urces. Published case studies prowd
on of a real organisation, one of the most a
u need in a form that is amenable to analysis (especia
organisations). Some data will be easy to obtain as it will be
i critical factors are the q

h datain a neat package. In
sks is obtaining all the
aring over time and
avallablethrough

wof the data:is it

Garbage in is likely d to garbage
have the right t f data. Here

ive you strong rsinterms

rom being too li d in your

ficant incident, a quote from a
itative data. Tab provides
real organisations. Check with
es it has available. Sometimes,
ptions, but you should be clear

ected, then the guidelines @ase study

n can be followed. Of course, the questﬁhat follows
g recommendations.

L

rganisation sources
f ebsites
A
Public atl#
Glassdoor a a N;eo

reports

Competitors’ website
Theses, dissertations, etc.

(Internet open access sometimes provided),
for example:

Deloitte

PwC

McKinsey

Boston Consulting Group

Company dlregorles

(e.g. Kompass le sp/rﬂw d
FAME for accounting d

Consultancy sector or rendge!;osrtso n.co m

Business press

ndustry studies

striTrade associations websites

ia

ations (newspapers

e Financial Times, Les Echos
and ikkeiAsia and magazines such as
Business Week and WirtschaftsWoche)
Specialised industry trade journals
Local newspapers

ries

Books (for perspective): e.g., company
histories, leader biographies or industry
studies

Business school cases (e.g., The Case
Centre or Harvard Business School)
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

/ Environmental analysis.

f the environment, b
?pliers, competitors a
ra

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 Developini nram'c 5lan
A strategy asSignmen a -organisa irFti ion, will often involve designing an

overa plan. For example, your lecturer ou as a final assignment to
de er rategic plan for a particular organisation. A'st ic plan is a roadmap for

e opportunities and minimising the threats facing'a anisation. The material
eveloping such a plan will be found throughout Exploring gy as a whole.” It is

portant to remember th n does not involve just @s of the strategic

position (the subje strategic choices (t ect of PartIl). An
essential part its implementa he main theme
of the final ould involveiss& the manage-
ment of ¢ d theroles of or ational lead-
ers. A stra i i worth the paper it Is written on.

Every strategic plan wi ents but,asar nitial guide,
such plans might include

® Purpose, vision, missi
achieve is the point of
starting place, in practi
the strategic plan: orig
analysis shows is actu
that the organisation
provide more guidance

hat the organisation is trying to
ritical starting place. While this is the

to this in the light of c@elements of
need to be changed in the of what the
vable. It is worth checking back Withﬁer statements

made to ensure consistency. Both Sect 1.2.2and 6.2
urpose, vision, mission and objectives. %

ould cover the key issues identifi rms of the whole
ro trends and more focused is% do with customers,
osystem partners. You shoul p at the analysis but

ear strategic implications (see Chapters 3 and 4)Q
* Re capability analysis. This should in ar identification of the key
strengt d weaknesses of the organisationain of resources, capabilities and its
products relati c@) it (ﬁude a clear statement of competitive advan-
tage (see Chapter 5).

* Business model. This should describe the value proposition for customers, the arrange-
ment of resources and capabilities that produces this value and the associated revenue

and cost stucfuras eleéhgrmfidEd via

* Strategic options. This will set out a number of possible strategic initiatives that might be
pursued to impro ea)rgsanccsamgic 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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r itself, but rather guardrail

rategy is designed to cut t
umelt criticises stra

* 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 culture, and how are these to be managed? (See Chapters 14,

15 and 16.) o N o
2.6.2 é&g bg strategy ro

The s section covered standard elements of a strat%, but how can one
e whether you have a good or bad strategy? Richard Rumelt'sdbbook Good Strategy/
the essence of good strategy. 2

success as strateg(ﬁ be both suc-

tion, or impleme , strategy is
has an essential&l structure

on. It answers t stion of
diagnosis typically simplifies
tical, often using a metaphor.

d taking on the Goliaths of the
ms and opportunities of scale as

just blue-sky * g'. For Rumelt, a go

® Diagnosis.
what is holding the orga
the complex reality by id
In its early days, Tesla mig
traditional car industry. T
critical factors.

e facing the or
ack from its g
articular fact
efined itself

ers guiding strategy. Itis no@ strategy
ying the boundaries of appropriate a%. For Tesla,
les, not hydrogen.

* Aguiding policy. This refer

that might have been elec

A set of coherent actions For Rumelt, actions are essential to good str
/‘ne importance of coheren ever. Actions should be mutuall rcing and not
independent. For Tesla, inv in the giga battery factories rei es the growth and

tion strategy.

=

examining

y choice and action.
Bad strateg o#h jus bsence odstrategy but has a logic of its own. For
Rumelt, there are fo nd rs egy:

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

These ments of good strategy correspond broadl;t@t:ree Parts of this book,

* Failure to face a challenge. Inability to define the challenge, meaning a strategy cannot

be evaluated er improved. Organisations may also actively avoid analysing obstacles as
caderinp o AUMBLE BEOVIHEd Vid
* Mistaking goals forstrBQﬂT@ﬂntrﬁtQm 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.



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 and recommendations in a written examination or report, or as a

classroom presentation,pe supported,by slides. Similar principles apply to each.
There are two lﬁdﬁncicr strategy communications of all sorts:

. FocG unications need to focus on the k ,and components of the strat-

he presenter cannot show they are clear on en it cannot be expected
t others will be. It is also helpful to avoid unnecessa il or complex language.
e the widely used acronym KISS, ‘Keep it simple, stupid’, ¢ ications are generally

improved through gre language. CEO Jack W ?famous statement

‘ a t One or Number

should be foIIoMy clear state-
such as charts, dj ms, pictures
s than text and points, too
use of charts and graphics greatly
erstanding of the multiple dimen-
coined to underline the importance

all its markets is
portance of bei aminant player
ments of implications.

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

ations.®
As part of a class assignme ou may be asked todo a strat@)resentation.
? Sometimes, this is also pa b interview, for example presenting ay strategy case
9 analysis. The strategy pre itself is often as important as the s ¢ thinking and
analysis behind it. This may seem unfair, but even the best strategy undermined if
& ot clearly communicated, tegy analysis is often part of a br trategy presenta-
,1 ,and it normally inclu e basic and vital components eed to be considered

refully, motivation, purpose; methods, analytical frameworg nclusions, as follows:
. ion and background. This part explains why tation is needed and is of
impo can be very brief and, for example; ate that a strategy analysis of

the busi Iaﬂs is required to bettef underst new and fierce entrants and com-
petition. Alternati Umrck @ ore complex, 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. A crystal-clear purpose helps the audience to understand the objective of the
presentatiS'amp/IT@ Wi@editmossibly actonit. It should be as clear,
crisp and simple as_possible. It assists not only the audience, but the presenter as well
because it deter%earﬁﬂﬂ 608 bhe 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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Qw. includec'i. It
©

? the way and bring those

A iver on the purpose and
need to walk back, an

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.

* OQverviews, analytical frameworks, aid tools. This is the central part and can be more or

less sophisticated, ran ﬂsi a erviews and analyses to inclusion of
more complexXiand,div frameworkson nﬁlwof analysis. For example, it may

includega.s description of the current strategy ion for an organisation or be
mo, ate and involve various in-depth analyses a y frameworks on the
m%&nvironment, industry and organisational resources and bilities. This section

akes up the body of a strategy analysis presentation an clude several ele-

nts, but make sure not t ality of analyses for the ity of analytical
frameworks:itis g ial things well than things super-
ficially. An audi in message if too aspects are

he conclusion nﬂo be very

rmation that ca e clearly
atthe conclusio ummary
| the supporting analyses and
nalyses made. Strategy analysis
different complex analyses to the

istinct. Besides limitin number
is is to make main points @cit along
e end and provide an overall conclusion. In this
throughout the presentation where e individual
bly, the conclusion is contained on o ide on which

ised. Remember that the conclusion# ssage should
the introduction and end toget ey do not, you

estion of ‘the more the

concluded in a main messa
of the main message and
facts: a central message a
presentations frequently
extent that overall results
of analytical tools, the be

way, a common thread is
part builds on the others.
the whole argument is summ

the presentation.
Stra ntations are often in a PowerPoint (PPT) or simila %md Table 2.2 summa-
rises sonwy ctical tips. The key issue for a PPT strat Qﬂation is to make sure that
the slides sa v@ou ant them to say and deliver on $rall purpose. There is no point
in throwing in slides Js%ysﬂﬁimply ‘nice to have'; they should rather all
somehow deliver on the maiffpu an S 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 front of an audience, your class, for example. It may help to create an opener
that pleases the as&m p @Etﬁwdﬁﬁtﬂﬂa side from the beginning, perhaps
a brief anecdote or a striking i m&@ presentation, but be careful of any jokes
that risk undermining th ge&f‘gcge . rei 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!



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).

Maximum six bullets per slide. Keep it simple: do not necessarily go through

all points step by step on each slide; explain, be

ain points.

y®RTs (not necessarily
arily for the headline). including all in the resentation).

concer
%Qe and font for key messages (not Do not use too&

itlmay not be nec-

alyse — do not describe! Group/team presentad T
essary for all to speak; a ing a couple of
‘ ers could resultin a rofessional

d practise: who S?G)resent what

is the time frame? Tak@lquestions
r presentation?

Include and credit all sourc

figures, etc.) re a pulpit, desk, etc.?)

when conclusions come: deliver a
e rather than a simple summary.

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

p o N Oo te and give examples.
One mair&arﬂco sion per slide. leﬂ;ut sell your message, be convincing

and location in am (Adapters

@

Key takeawa ,,?

ploring Strategy is about helping yo@ns work better,
titioner. Some key takeaways fro apter are:

Strategy is a kind of work
whether as a student or

, think slow: be reflective and analq t fast and superficial.

(\/hen considering strate
&}ategy frameworks (such as SWOT and TOWS

ly, at the right level of

mbination, respecting theoretical und nd always with a conclusion.
° Draw o a/locentr is| hlﬂ( a others, issue-trees to drill deeper
into proble n|se consequential links.

® Learning from case studles i olves good preparation and active communication —you are
wasting your time without these.

* Your strategic plan should draw on the whole of this book: Part | on strategic position, Part
Il on ch mmg m@vigéﬂ r\?’jtaaa/on Avoid the characteristics of bad
strategy: th n plans and lack of focus.

* Strategies neechea Ui €mstaod 6y K€Y audiences: invest in communication and

presentation.
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Recommended key readings

Daniel Kahneman's (2011) Thinking, Fast and Slow, strategic problems is B. Garrette, C. Phelps and O.
Penguin Books, is a classic that will help you make Sibony (2019) Cracked It! How to Solve Big Problems
better decisions both in strategy and life more gen- and Sell Solutions Like Top Strategy Consultants,
erally. A good practical guide to approaching many Springer.

References D o N o r

1. D.Kahneman (2011) Thinki, $d Fast Penguin A good |ntrod randeburger and B. Nale-
Books. buff (2009) The Rl : Use Game Theory to

2. H. Mintzberg (1976) ' ing on the Left Side and Shape Strategy, Harvar School Press.
Managing on the . Harvard Business Review, 11. See B. Garrette, C. Phelps an ony (2019) Cracked
July-August, pp. 7. The contrast is metaphor- ! How to Solve Big Problems II Solutions Like
ical: biologically, brain’s hemispheres Consultants, Sprin . Chia (2019)
similar: see T.Hi ‘The Left/Right B sence of the McK&ay: The prob-
and Implic or Manageme , Management Tg ing Review,
Academy o agement Revie

3. D.Oliver, L. Heracleous,and C. Ja eesy’) is associatﬂh strategy
divergen convergence: & Co. See B. Garrette, C. Phelps
through thinking’in C. Bilton and S. Cum ) Cracked It! Homo/ve Big
(Eds) Handbook of Management and Creativity, tions Like Top Strategy Consult-
tenham: Edward Elgar: 325-45.

4., A. Gawande (2009) The Checklist Mani ) ‘'On systems thinking and the
Metropolitan Books, and A. Gawande (2007) ', World Futures. 67(4-5): 343-71;
Checklist, ew Yorker, 10 December, https:// ‘N. Hahladakis and P. @II (2021)
newyorker. /magazine/2007/12/10/the-che hinking approach to und ding the

5. M. Helms J. Nixon J. (2010) ‘Exploring S allenges of achieving the circular economy’, Envi-
analysis — are we now? A review of acad ronmental Science and Pollution Re%h, 28(19):
research from last decade’, Journal of Strateg 785-806.

Management, 215-51. 14. The Case Centre suggests a good 1 farticles and

6. See H. Weihric ) ‘The TOWS matrix — a tool books to help with learning fro teaching) cases:
situational analysis’, Range Planning (Aprll). https://www.thecasecentre.ofg/caselLearning/guid-
54-66. ance/articlesBooks [access 022].

7. R. Whittington (201 Strategy Professional ~ 15. Meanwhile, a simple te approach to strategic
Strategies and Pract/c 60 to Today. Oxford plans can be foun Blackwell (2017) How to
University Press. Prepare a Busin edition, Kogan Page.

8. J.Barney (1991) 'Firm resources ar@tqj pet- (201 d Strategy/Bad Strategy: The
itive advantage’, Journal of Man ﬁ( Gﬁ/and Why It Matters, Profile Books.

99-120. N 17 in, S. Cummings and U. Daellenbach (2019)

9. N.Argyres and A. McGahan (2002) ‘An interview with 'How the multi-media communication of strategy can
Michael Porter’ Academy of Management Perspectives, enable more effective recall and learning’, Academy
16 (2):43-52. of Management Learning & Education, 18 (4),

10.

54

Ego comes from the Latin word meani M e &é—lﬁ :
from the Greek &/los, meaning ’othﬁa Qj,cgllop rQ.‘Zje . mMJsénd D.N. Angwin (2015) The Strategy

centricism stems from game theory (see Cpéta%)so nBt"ﬁmHey.



Canal+: Competing with Giants

Case example
Canal+: Competing with Giants
Frédéric Fréry

In 2022, Vincent Bolloré, President of the French media
conglomerate Vivendi, told the French Sena h t

Vivendi is a little dwarf.” Vivendi was ce;aiDge?n
the television and
company Editis, the

the French media business, o
dia and the video games

cinema group Canal+, the
oré’s point was that, against

magazine portfolio of
company Gameloft,

s $18bn (about €16.5bn) annual
articular, its television a i

some of its competi
revenues were ti
under attack from

business Cana

total annual r es), Apple ($378
flix ($30bn nues).

Canal+ had™been founde 4 as a subscrip-
tion-bas 1,the com

e vision company.
8.7 millio cribers 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 three major national free-to-air chann

on advertising\ StudioCanal was a European lea
production; acquisition and distribution of feat
and TV se owned one of the world’s most
libraries wit 7,000 titles from more than 60 c
It also produ nd distributed television series

a network of
StudioCanal Or’

ing many hits, fr
Mulholland Drive t
Up. In year-end 2020,
profits of $0.5bn. Since Vi

2021, Canal+ had been the gr: pq;est activity.
Historically, Canal+ had based itSSlicces;

n i
football and cinema — but both these we a M
challenge. For many years, Canal+ had enjoyed the exclu-
sive broadcasting rights to the French top football league,
Ligue 1. However, the company lost these exclusive rights
in 2018 to the Spanish Mediapro any; when Medi-
apro failed, Canal+ rebid for the rigcsa'zﬁphrpen
up sharing them with Amazon Prime, broagg jf n
English Premier League. A similar challeng g nﬁ@
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

an production companies, including
anal+ had been involved i
Lynch'’s surrealist movi

e ap comedy series All t

y

% d revenues of $6.2bn and
Tle of Universal Musicin

NQ

oVAdEH JEA

was now producing its own French programming (Netflix
r which the Canal+ exclusivity agreement did
?nly ears since its arrival, Netflix had suc-

cessfully a actﬁn' jon subscribers in France.

For Canal+, t l come to update its under-
standing of the strate lix and its other challeng-
ers. Its main shareholder, % i's Vincent Bolloré, was
clear. He told the French Se ur treasure is our his-

is this treasure which c ported ... We can
ing a little bit more and refined than

Netflix
industry

31¢

n 1997 by Reed Hastings and Marc
order DVD (digital video disc) sales
. The idea was to compete against
stores like Blockbuster or Hollywood
d thousands of outlets, USA at that
8, Netflix focused on online rental service
and launched its first website, with 925 titles available. It
followed in 1999 with a monthly sub tion. The com-
pany went public in 2002, and it g d 1 million sub-

scribers in 2003.
ts % and thanks to the

In 2007, 10 years after i
growth of high-speed Inter, Netflix introduced its

streaming service while m g its DVD online rental
expanded internationally

service. The streamin

(in Canada) in 2008 Latin Americain 2011, in parts
of Europe in 20 in Japan in 2015. The first Netflix
rogramte, House of Cards, was produced in
B een 2011 and 2021, the number of subscribers
increased tenfold (see Figure 1).

In early 2022, Netflix was available in 190 countries and
its market capitalisation exceeded $170 billion. It had over
orldwide and was attracting 1.5 million
ts brand name was almost synonymous
wwiﬁj—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

Q) |
",
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Figure 1 Number of Netflix's paid streaming subscribers at the end of the respective year (in millions)

2014 2015 2016 2017 2 2020 2021

Cuardén or Bong Joon Ho were working with N
Worldwide, Netflix spent $17bn on content produ
in 2020. Netflix's French productions included the m

wn prices. Netflix offered its
two screens at a time) for $12.99
in the USA. Apple TV+ was at only

series Lupin, which became a global hit. As a result o free for three months fallowing the
extensive pro n activity, plus acquisitions, Netfli ple device). Disney+ was ing $7.99
an ever-growi ibrary of titles, with 5,800 in the ut also proposed a bundle that uded Dis-

(library sizes vagied by country). ey+, EPSN+ (a sports streaming platfo nd Hulu (a

ideo streaming platform founded in 200 d acquired

A competit arket by. D.isney in.2019) for $13.99. HBO s charging a
minimum price of $9.99 per month f d-Supported’

By 2022, of course, was not alone, with a ho plan and $14.99 for its ‘Ad-Free’ plag. zon's approach
new video streaming pl merging from the USA was different, since Amazon Pri o was included in

the last decade. Only t eaf after its 2019 launch, Dis-its Prime bundle ($139 per i e USA, but only €49
ney+ boasted more than mﬁ subscribers world-  per year in France), Whiché e access to free express
wide, followed by Amazon Pr ’f ith 100 million  delivery, exclusive d& d unlimited photo storage,
users, and AT&T-Time Warner's X Wiish over 70 among ot bqnefi
million. Apple launched its Apple TV+ ff¢Q1N T f content, there was considerable variety
but had only 20 million subscribers by the end’o 1 to P ad a small catalogue so far. However, Dis-
Like Canal+, none of these American competitors was ney's catalogue was unrivalled, with the Disney, Pixar,
available worldwide. For instance, all of them —including  Marvel, Star Wars and Fox licences, and it was constantly
Netflix — were blocked in China. Amazon Prime Video,  developing new programmes. HBO Max, with the Game
thanks to the global reach of Amazors\ﬁmﬁt? irp rﬁVi F,V,i(a series and the Harry Potter or DC
200 countries. Due to various agreements with lo€al third*~ ~ Comics franchises, was also a formidable competitor. In
party TV providers, HBO Max was present in nPeahesomc)ommazon spent $8.45 billion to acquire MGM
Americas (but not in Canada), in large parts of Europe  studios (James Bond, Rocky, The Handmaid’s Tale, etc.),
(but not in the UK, France, Germany, Italy, The Nether-  and produced the first season of its Lord of the Rings tel-
lands or Belgium), and not at all in Asia. In France, HBO  evision series for $465 million. Amazon Prime Video was
programmes were distributed by Canal+. planning to invest around $10 billion each year in original
The growth of competition, and the variety of business  contents. Such huge investments in content were driving
models (some drawing on advertising, some partof service  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 a specific series)
Netflix had the lowest cancellation rate |n
followed by Disney+. In addition, video p|ra e
rise, with between 4-25 per ¢ #net users con-
suming illegal content e nd approximately
50 million people worl re usmg Netflix without
paying, but by shari ords with friends or relatives.
This practice was ¢ etflix more than $6bn per year

Moreover, t re close substitutes to
and film, suchgas YeuTube and the Chin
social netwo ervice TikTok. Vi
important g\ative pastime t
attracting hugefinvestments fr
in early 2 icrosoft bough
pany Act Blizzard for $69bn. In 2021,
changed its name to Meta in order to mark its
the metaverse, a virtual reality global interfa
online activities from social networking, throug
games. Netflix CEO Reed Hastings commented:’
pete (an ) with Fortnite more than with
these var Iternative forms of entertainme
ened atterraturation among consumers: the
simply be

?to watch Canal+ movies.
Consequ for Canal+

In 2019, in ordEr

decided toinclude a
streaming plan, whi
thousands of movies, p
award-winning shows suc eau or Spiral, for a
total of €40.99 ($46) per mon h 204€anal+ added
access to Disney+ to this plan. As OI

Canal+ already distributed HBO programm

it gave access to three of the major streaming platforms
through its own single offer. As an aggregator, Canal+ also
proposed belN SPORTS streaming platform as an option.

aintain its attractiveness
X subscription within its
ffered a curated catalogue of

w options, and access to

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
new series every week on its platform, and it renewed its
i ing — and exclusivity — agreement with the French
\q:r/ The leader of the French cinema produc-
tion industiy de /At a time when the market is being
upended by th e [American] streaming com-
panies, the [French] ¢ imdustry wants to keep Canal+
as its principal partner’. ame time, to build up
scale in the French media m enerally, it announced
over bid for another | French media con-
roupe Lagardere, had major stakes
dio, book publis ewspapers and
, MyCanal was
illion users per monthgin France, with
onsumed per w average per
via 15 million co d TV devices
TVs, video game consoles, etc.). Up
content were available at any time
th 1,100 new pieces added per day.
ation of aggregation and investment,

rf was bulking up — bu@ this enough

to 120,000
on the pl

ith the giants?

Sources: Les Echos, 17 September 2019, 19 Jan,
ary 2022; Variety, 20 April 2021 and 27 May 2
com, 5 November 2019; Interpret, 8 June 20
December 2021; Sport Index, March 2021;

2021, 23 and 30 January 2022; netflixinv: z

Questions 6
r&@lhs and weaknesses of

the main threats and opportunities for

2021 and 2 Febru-
tista; medium.
tte Insights, 1
om, 21 February

1 Identify the
Canal+.

N 00

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

PR, .2 to position Canal+ a Isé’ the light Qf this SWOT, what do you think of
n! Aredy?
all the platforms, with two potential ben R))r we@errOVI RIS Wby
Pearson.com
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