Turnaround Management: Tools
Basic Model



Growth Drivers
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	Uncertain future
	
	
	
	
	Growth brakes


The tool
· This is an application of “force field” analysis, where each force is shown in proportion to its perceived strength

· The upwards arrows are growth drivers over time and the downwards arrows are the brakes on growth over time

· A very long downward arrow represents a stopper on growth

Use / applications
· To help forecast market or segment growth

· To help forecast own company growth

· To identify new things which will help increase growth and to remove brakes on growth

· Used either as external or internal growth drivers
Back to basic model
STEEP

Stands for Social, Technological, Economic, Environmental and Political / Regulatory. The relationships of the model are:








Back to basic model
Porter’s Five Competitive Forces
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The tool
· Maps the level of competitive pressure in a market segment

· Each force needs to be evaluated in terms of:- does it make the market (a) high, (b) moderate or (c) low attractiveness

· Each force needs to be evaluated in terms of its relative importance


Use / applications

· To provide input to the GE grid position

· To generate strategic options

· To generate critical success factors

· To identify barriers to entry to an industry and how to raise them or combat them

· To identify switching costs in an industry and how to increase them by making the customer unaware that they are tied in

· Predictor of retaliation

Back to basic model
Customer - Company - Competitor







Our cost






Their cost

The tool
· Defines competitive advantage prior to competitive benchmarking

· Places similar importance on value added and relative cost

Use / applications
· Acts as a reminder to have “out-of-body” experience in understanding customer value and to perform competitor analysis

Back to basic model
Competitor profiling
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The tool
· The key aspects of how a business / business area competes are listed at the left (“competitive criteria”)

· These capture value added and cost (directly and indirectly)

· You need to tailor your competitive criteria from these illustrative ones, and define what they mean

· The criteria need need to be those most important in competing (eg customer value ones - most important to the customer)

Use / applications
· For competitor intelligence

· For identifying key strategic breakthroughs / areas for continuous improvement

· It can be used either at the business level or at a market segment level

· It can also be used at the human resources level (eg for identifying competency gaps)

Back to basic model
Scenario Development – the Generic Systems
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The Scenario Development Process





Back to basic model
Fishbone Analysis - problem diagnosis

The fishbone is depicted in the following example:

	
	Over-optimism
	Weak evaluation of alternatives
	Implementation not thought through
	Direction not clear
	Strategic vision abstract
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	Strategy not implemented effectively (symptom)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Sheer business complexity
	Implementation not project managed
	Weak change management process
	Resources inadequate or stretched
	Follow-up poor
	


The tool
· The right hand side (“fish’s head”) is the main symptom of the problem

· The roots are the main root causes of the problem (or lead to the root cause)

· There is no particular order to the fishbones / roots - unless you want one

· Each fishbone can be prioritised in terms of attractiveness / difficulty to deal with

Use / applications
· For understanding current strategic position

· For understanding factors underlying poor business performance

· To diagnose purely tactical problems

· To go into detail but without getting lost down a rabbit hole

· Works backwards from the symptom, continuously asking “why?”

Back to basic model

Value drivers

A value driver is anything either written or outside the business which will help generate cash inflows, either directly or indirectly. For example, having a strong competitive position in a particular product and market segment will enhance both revenues and margins. Or, high competitive rivalry will act as a (negative) value driver.













Contributed to

Switching to 

capturing new

competitor

customers?

avoided?

The tool
· Identify the key macro value drivers, eg who is adding value to and how?

· Then split down into micro drivers

· Where value is less tangible, think of when / how / to whom it may ever become tangible

Use / applications
· In evaluating the “AID” (attractiveness)

· In compiling a detailed business case

· In being able to go back afterwards to check we did get value where and how we thought we could

Back to basic model
Cost drivers
A cost driver is anything either within or outside the business that will increase cash outflows, either directly or indirectly. For example, having a complex product or process will increase costs and increase outflows of cash. Also, an inflexible, slow and unresponsive organisation structure will (indirectly) drive up costs

















Back to basic model
Performance Driver Analysis

Use a force-field to determine the performance drivers and the performance breaks (example given is BMW’s acquisition of Rover):

	BMW £3bn investment

	
	GNP growth
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	Management
	Costs wasted / distractions
	
	Tough competition
	High cost base
	Directors fees
	Performance brakes


Back to basic model

“Optopus”: a tool for option generation
Geography


Market sector


Customer segments


Divestment/outsource

Value creation of product


Acquisition



Alliance

Value delivery by format

The tool
· Start at any point that generates fruitful lines of enquiry

· Mix and match the options you create

Use / applications

· Generates new strategic options

· To become more creative

· Evaluating the extent of diversification (existing versus new business)

Back to basic model
Internal Optopus

Timings


Value



Cost


Influence






Resources




Stakeholders


Uncertainty

Difficulties & constraints

The tool
· Value and cost

· Resources

· Difficulty, constraints, uncertainty

· Stakeholders

· Influence

· Timings

Use / applications
· Options for leverage

· Internal versus external etc

· How to manage

· Who to influence

· Different influencing strategies

· Implementation - over what period and when

Back to basic model

Strategic Option Tool
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	Strategic attractiveness
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	TOTAL
	0
	0
	0
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	Very attractive
	3
	
	
	

	
	Medium attractive
	2
	
	
	

	
	Low attractive
	1
	
	
	


The Tool
· “Strategic attractiveness” can be defined using the GE grid, growth drivers, motivator / hygiene factors etc

· “Financial attractiveness” can be defined using value and cost driver analysis

· “Implementation difficulty” can be defined using force field analysis
· “Uncertainty” can be defined using the uncertainty grid
· “Acceptability” can be defined using stakeholder and agenda analysis


Use / applications

· For prioritising mutually exclusive strategic options

· For evaluating different ways of implementing the same basis strategy


The scoring:

3 ticks = high attractiveness

2 ticks = medium attractiveness

1 tick = low attractiveness

Reverse the ratings of uncertainty and difficulty, so “very difficult” is 1 tick, “easy” is 3

Back to basic model
Attractiveness / Implementation Difficulty (“AID”) Analysis
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	Easy
	
	Difficult
	
	Very difficult

	
	
	Implementation difficulty


The tool
· The “attractiveness is the net benefits less the costs (not just the benefits)

· “Attractiveness “ can be assessed by use of value and cost driver analysis (see stakeholder analysis)

· Implementation difficulty can be assessed by force field and stakeholder analyses - consider difficulty over time as well

· Unprioritised projects typically drift from North-West to South-East

Use / applications
· Use for prioritising new ideas for breakthrough continuous improvement

· Use for prioritising existing projects and weeding out

· Use for comparing different options for implementing one programme (either at the business, project or personal levels)

· Use in conjunction with telling scenario stories for a project

Back to basic model

Stakeholder Acceptability Analysis
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	Influence


The tool
· Identify the key stakeholders who might (a) decide on it, (b)influence the decision or (c) help or hinder implementation

· Assess their influence on this issues alone (someone in category (c) above might have more influence than in (a) sometimes

· Have an out-of-body experience of where they might be positioned in terms of attitude, given their stakeholder agendas (see force field analysis)

· Evolve strategies for influencing them or redefining your project to be more acceptable (or both)


Use / applications

· Use for any major strategic issue or even tactical issue involving a member of stakeholders

· Use before, during and after implementation

· Use it to collect data on where key stakeholders are positioned during meetings / conversations etc

· Use it to help discuss the otherwise undiscussable, and to help manage upwards

Back to basic model

Force Field Analysis
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	Management style
	Overload of staff
	Weak systems
	
	
	Constraining forces


The tool
· Identify the key factors within the implementation process or context (a) enabling and (b) constraining progress. The length of the line indicates relative strength - ensure that you justify your judgements

· Only include benefits / costs if perceived by key stakeholders as important. Only include this as one force: benefits are part of AID grid attractiveness

· Identify stoppers as very big lines going downwards

· The balances of forces indicates overall difficulty (2 to 1 enabling versus constraining still means it could be rather difficult)

Use / applications

· Use for any significant project or activity which is complex and particularly difficult

· Think about how you can manage the forces more effectively. Improve your action plans to make implementation easier

· Anticipate how the forces may change over time

· Use either formally in your team, formally for yourself or just at an intuitive level

Back to basic model
Difficulty-over-time curve
	Difficulty
	High
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	Medium
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	 
	
	
	
	
	
	

	
	Low
	
	
	
	
	
	

	
	 
	 
	 
	 
	 
	 
	 

	
	
	
Now

	
	
	
	
	

	
	
	Time


The tool
· Depicts difficulty over time in an imaginative way

· Gives force field analysis a more dynamic perspective

Use / applications

· All strategies, projects and implementation

· Also for behavioural events like meetings, workshops etc

Back to basic model
Uncertainty - Importance Grid
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	This depicts the movement of risk in an assumption over time
	
	


The tool
· Define the key assumptions that underpin an issue or project

· Make your assumptions as specific as possible - set parameters (eg IT project X will be running smoothly by users by next December)

· Write the assumption in shorthand on a yellow post-it and position relative to others on the grid Test out relative and absolute positionings

· Tell scenario stories to test your judgements, to identify interdependencies and to check out blind-spots

Use / applications

· Use for an new area of business development or business plan

· Also use for any major internal project or programme of change

· Track your views over time - your assumptions will shift as new data arrives

· Apply formally in groups or individually - and informally, as part of “ESP” (Everyday Scenario Planning)

Back to basic model

Wishbone analysis

	

	"Success" culture
	Capacity & funding
	Premium pricing
	Competitors mind-set unchanged
	Self-building brand
	Simple product range
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	Product with no bag
	Patented technology
	Cunning marketing
	Word of mouth
	Measurably better performance
	Distinctive design


The tool
· Begin at the left with your vision

· Identify all the things that have to go right to deliver the vision (whether you have them high or low influence on them)

· To help, tell stories about how the future develops to make the vision a reality

· No significance to bones being upwards or downwards


Use / applications

· For any new area of business development, change or other project

· For doing implementation planning at a micro level (do a mini wishbone for each individual area(

· For monitoring live implementation against expectations
Back to basic model
Strategic cost management

Basics

· Discretionary costs
· Overhead costs (people, systems, premises etc)
· Marketing costs
· Operational costs (distribution, purchasing, IT)
· Financing costs
· Cost information systems
· Cost awareness and culture
· Sacred cows
· Costs of change
Strategic cost management: diagnosis
· Segmentation of costs - by activities, channels, customer types etc
· Analysis of recurring and non-recurring costs
· Cost driver analysis - marco and micro levels
· Cost of poor quality, complexity
· 80:20 pareto analysis
· Gap analysis - where are you and where do you want to be?
Strategic cost management challenging options
· Zero-based approaches or building up from low cost base
· Working backwards from target cost levels/quality to required actions plans
· External benchmarking and networking (how have others succeeded?)
· Simplification and acceleration of operational processes cost of time loss
· Switching internal resources between activities (“robbing Peter to pay Paul”)
· Substitution - internal and external resources - “what business are you in?”
· Challenging “fixed” costs and under-utilised capacity
· Questioning transfer prices
· Evaluating “less tangibles” and decision areas not cost/benefit analysed
· Selective investment in high payback areas
· Re-focus business and product strategy and structure where activities do not appear profitable longer-term
Back to basic model
The “Cunning Plan”

Characteristics of the “cunning plan” are:
· Achieves objectives in a novel way
· In the least time, cost and difficulty with a wonderful result
· Combines existing and some new ways of looking at the problems / issues
· It’s not obvious
· Whilst simple at the bottom, it is nevertheless hard for competitors to copy or imitate
More detail is provided in 55 ways of cunning management.
Back to basic model
Growth drivers: Dot Com Market force field analysis
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Performance diagnostics
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