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What is strategy?

To move from where you are now to where you want to be through achieving and sustaining competitive advantage. It’s the “cunning plan”.
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The Downward Spiral

First, it is important to understand what foretells this unfortunate event since this will provide the clues for the solutions:

· The signals that forecast failure are overlooked arising from complacency and crisis denial

· If not denied, the crisis is explained away in the belief that it will disappear and that no action is needed

· Disintegration begins: decision-making groups become smaller and autocratic, leading to a climate of secrecy. This leads to a dependency on perceived wisdom (which could be misplaced or wrong) and dissident views ostracised. Hockey stick forecasts or budget cuts and associated re-organisations

· Collapse resulting from inability to take action and a lack of credibility in senior managers (they've got it so wrong so far!). This is marked by discussions about the need to take decisions rather than actual decision-making, decline in organisational goal congruence as managers' self interest takes over, budget cuts and re-organisations lead to power struggles that undermine co-operation (leading to further centralisation), the self-fulfilling prophecy arising from a growing expectation of failure and average organisational competency falls as the most able leave.
In addition, there are 24 questions that can be asked of a business that can foretell difficulties at some time in the future – these 24 listed are in increasing degrees of severity and 10 early warning signs.
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The Seven Deadly Sins
Its thought that there companies get into trouble over one or more of seven failed strategies:

· The synergies anticipated from an acquisition are not realised. Often these synergies involve cross-selling where the distributor networks are not properly matched.

· The numbers just don’t add up where the gains on the outputs are marginal compared to the costs of the input

· Staying with a strategy no matter what. There’s no point in increasing investment when the market signals are contrary to the strategy.

· Moving around the Boston Consulting Group model by promoting existing products to a new market or by developing a new product for the existing market. Where such adjacencies are to be a valid strategy, not impacting on the core strategy of the business, that the capabilities for the move are already in place, by correctly estimating the strength and importance of capability in the new market and that the company’s hold on customers is sure.

· Wrong technology. In developing a new technology, the company needs to ensure that the thinking behind it is sure, and this is reliant on an innovation strategy that is robust.

· Consolidation results from maturing industries to reduce capacity and increase purchasing power. But often acquisition strategies get it wrong, such as when they don’t build on core capabilities, there are hidden problems, complexity leads to diseconomies of scale, systems become overloaded or the hold on customers is weak.

· Sometimes, increasing in size by following an acquisition trail does not result in increased economies of scale, for example in regulated industries or where the company does not give itself the chance to integrated the several tens of businesses acquired in the year that this strategy implies.
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Questions to ask of strategy
· Is this a realistic strategy for long-term success?

· What can be learned from history?

· Does vital information and dissenting views about strategies reach the decision-makers?

· Have we assessed the true advantages and liabilities that come with scale?

· Have we considered all options?

· What big thing have we forgotten (this is the question that should be continually be asked during a turnaround)

· Would we bet on it?
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Recovery Strategy

There are a number of key management steps to take, so long as the core business strategy is sound.

· The interim must gain management control through appointment to the Board. Largely this is associated with taking financial control which is considered below

· Establish and communicate credibility with stakeholders. Again, this is largely a financial responsibility, but with a strong commercial focus

· Assess the value of the existing managers and replace if necessary. The history of the decline potted above will identify the sheep, the yesmen, the bureaucrats, any alienated followers and the effective followers

· Evaluate the business. The danger with this stage is the identification of what is true about the organisation and its strategy and what are simply myths

· The action planning stage provides a framework for implementation: there should be a focus on those small steps that yield the greatest benefit and to communicate this to the organisation with a simple message

· Implement organisational change where appropriate. Unlike other change management techniques, there may not be the time to analyse the situation and to use creative techniques to identify problems and solutions that would be the case with other change management techniques

· Motivate management and employees: simple, open communication with all levels of staff will appear strange compared to the secrecy climate of old!

· Installation of, or improvement in, budgetary systems. This is a longer-term financial fix compared to step 1
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Financial strategy

In applying this strategy in financial terms, the following points are relevant in steps 1 and 2 above:

· Develop cashflow forecasts - usually this is "quick and dirty"

· Centralise cash control and loan facilities where needed

· Tight controls on spend. This requires purchase order approval at a high level for both capital and revenue spend; by putting the turnaround manager's signature on cheques, a clear message is sent (although of course the company will have been committed to paying out on a transaction long ago!)

· Tight controls on inventory levels. This will be a by-product of the procurement controls, but it infers improvement in physical security over stock and reduced wastage and scrap

· The implementation of effective credit and procurement policies

· Fast and accurate financial reporting, particularly to help manage the order book and to anticipate the timing of customer orders and the delivery of those orders

· Budgetary control. This should be a simple control that is easily implemented and easily understood by staff and managers alike

· Establish and communicate credibility with stakeholders - the bank in particular, customers and key suppliers. This may require negotiation skills as appropriate
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Key turnaround questions
· What are the key performance drivers brakes (a) externally and (b) internally?
· For one internal performance brake, what does a “fishbone analysis” tell you about its root causes?
· What options might exist to facilitate a turnaround and how attractive - difficult to implement might these be? (value & cost drivers?)
· How difficult would the be to implement and with what stakeholder support? (force field and stakeholder analysis?)
· What are the key performance brakes for one of the business areas?
· What scenario stories of the future can you tell, particularly for increased business pressures and challenges?
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Comparison of conventional versus turnaround management
	Conventional management
	Turnaround management

	Incremental style and decision-making
	Zero-based, holistic thinking; objective thinking

	No urgency
	Urgency and a need to prioritise

	Management and ownership continuity
	Potentially new

	Existing business model or paradigm
	Potentially a culture shift

	Homogeneous time horizon - a one-future timeframe
	Dual time horizon - sort & longer term polarisation

	    Closed loop strategic thought
	Frequently charismatic leadership; sense of honesty

	
	Potentially difficult because of emotional contact with the people

	
	Multi-disciplinary - people, IT, strategy, marketing, finance etc
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The tools for implementing a turnaround strategy

This revolves around creative thinking techniques. Some very powerful turnaround strategies are explained in the document “turnaround tools”.
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Practical application


Challenging the constraints

Working backwards from customers


Beating competitors
Challenging the industry rules
Creating greater degrees of freedom
Testing the scores - or the “challenge and build” process
Practical applications and implications of the Strategic Option Grid
Further possibilities for practice and research
Challenging the constraints
This can lead to some fruitful lines of enquiry, as these prompts help people to step outside the current frame for references. Many of the resistances to strategic thinking are due to constraints that are taken for granted.
If there is a constraint, think why it is there and how it can be avoided?
More specifically, it may help (rather than by resorting to simplistic brainstorming) to consider why a constraint exists in the future. In the same breath, by determining why it is there you are probably half way to avoiding it.
Focus on constraints one at a time, always beginning with the most critical one. `Instead of focusing on all constraints simultaneously, it is necessary to pick them out one at a time, to challenge and dissolve, usually beginning with the hardest. If that one is simply too daunting, pick off the easiest ones first.

Back to practical application
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Working backwards from customers
Customers are potentially an important source of strategic inspiration for the strategic option grid - and one which is frequently ignored because it is felt embarrassing to ask customers what they think you could or should do.
Customers are a wonderful source of strategic thinking. It has been put by some that they are managers’ unpaid strategy consultants.
Be your own customer (physically)
In most markets you can actually be your own customer. This is easiest in retail, financial services, leisure, publishing and telecommunications. But even in the business-to-business market you can make an enquiry to your own company (or to a competitor) and live through at least the front-end of the process. The main reasons why companies do not use this approach seems to be down to fear. Fear that one might find out that one is not as good as the average. Bur discovering such a thing is precisely the kind of learning which can lead to strategic thoughts.
How can you add more value to your customer?
Following on from an out-of-body experience, now think about how you can add even more value to your customer. If you were they, what other needs do you have which either are not currently being supplied or are being poorly supplied? Are you delivering value throughout the customer’s main phase of consumption? What experiences both before and after that core phase can you also service?
How can you avoid destroying or diluting value?
Most writers on strategy focus on value added, but by simply avoiding the destruction of customer value, or even merely its dilution, this can in turn generate real competitive advantage.
If you are creating lots of value, capture more of it
Interestingly, many companies create value but sometimes fail to fully capture it. This might be due to highly competitive market conditions, or it might be due to a lack of innovative positioning and pricing
When is most value created / least created over time? (plot a value-over-time curve)
How can something be more absolutely irresistible to buy?
More stretching still, set yourself the mental goal of making your proposition so compelling that it actually becomes irresistible. This can often be achieved by skillful management of the buying experience - and its psychology - to top an already highly attractive product and service base.
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Beating competitors
Competitors, too, can be a source of inspiration - not merely to copy them but (ideally) to get tangibly better than them.
Your competitors are equally fertile territory for you to generate new strategic thoughts.
Study your competitors - but then do things better
Competitive analysis is not particularly well done by companies. Some do no formal competitor analysis at all. Doing competitor analysis is however only the first stage to asking the question - “how can we do things even better - that is either better than how they do it or better than how we do it now”
Learn from how things are done in other industries
Other industries can be fertile grounds for creative thought. For instance, many years ago one of the authors helped the British Post Office to think how it could protect its cost centres by organising a lunch with Securicor service managers, who were able to suggest not building bullet-proof centres but put forward ways of deceiving criminals so that they did not actually know where the real cash was.
Can you build barriers to imitation?
Whilst all of us strive to create competitive advantage, it is not always so obviously important to protect against imitation. The best forms of protection are to build multiple levels of naturally reinforcing competitive advantage (once know as the “Onion Model” of competitive advantage). Here, whilst in theory each level might be imitated, imitating all the layers of competitive advantage would be very difficult indeed.
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Challenging the industry rules
Challenging the ways in which value is created and captured - and how resources are managed - typically provokes powerful lines of enquiry.
How can you change the rules of the game?
The rules of the game are not fixed - and you can change them. Imagine, for example, if you were starting an estate agency industry from scratch at the present time. Would you have expensive BMW’s for your senior sales agents? Why not provide them with  cheaper SMART cars?
If the rules of the game are changing in the future, how can you do this now? Rather than respond negatively or defensively to industry change, use scenario storytelling to see into the future. Then work out ways in which you can manifest that future yourself - to beat the competition.

Back to practical application
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Creating greater degrees of freedom
Abandon any existing mind-set (at industry, company and personal levels). Begin by letting go of your existing mind-set. Forget not only how the industry and company does things currently, but also how you do things and even think about things.
Have a strategic amnesty
A powerful approach is to spend some time (even if just 20-30 minutes) with the team to talk about, and to let go of, past strategic failures. Usually, there has never been the time or the safe opportunity to do this. By calling this a “strategic amnesty”, it is easier to flush things out to let them go.
Imagine you started in the organisation today
This is a similar thought process to have strategic amnesia. Here you forget your own experience, agendas and thought patterns which you have been socialised into by the organisation. At the same time, you can still access the knowledge you have gained from experience - so you can have the best of both worlds. Besides being a fruitful line of enquiry for competitive strategy, this is also helpful in doing a strategic review for yourself of your own role. Couple to this is an experiment of “if we were not in the market already, how would we now enter it and with what business model?”
Where you have apparently low influence over something important, how can you get more influence?
In any situation our attention is likely to be drawn to those areas over which we have most apparent influence. It is less obious that in fact one can often get further at a creative level by focusing instead on at least some areas over which we have little influence - and then trying to work our cunning plans for gaining more influence over them.
Forget that anyone might be against your solution - deal with that later
Stakeholders can sometimes be troublesome, and this can crowd-out your thought space and think differently. One tactic is to simply forget that they might either be against you or even that they exist. Whilst influencing stakeholders is of course very, very important, this needs to be handled mentally quite separately,
Create “White Space” - set aside exclusive time to focus solely on the problem
A major problem is frequently the perceived the sheer lack of time for strategic thinking. The result is this perception is that managers flit from problem to problem but find it difficult to spend sufficient time to actually resolve any specific problem. Instead, one should focus on a single issue at a time. Also, you need to allocate sufficient time which is completely clear of other concerns to address it.
If you can’t think of a creative idea, who might?
This prompt is absolutely not a last-ditch one. Indeed, you should always think about who might be able to get you to your goal of having strategic thoughts about a particular issue.
Look for analogous solutions from other spheres of life
Many people unconsciously draw help from analogies in other domains of thought, for example from military action or from sport. This is really quite helpful and can actually cast new light on a problematic situation. What you are in fact doing here is constructing an analogous model with refreshingly new and powerful characteristics
Imagine you are are your own consultant, advising yourself
Here it may payoff to conduct a special version of the “out-of-body experience” - of imagining you are your own management consultant. it is useful to couple this with, say, a thought experiment that you are starting your first day in the organisation, or that you are re-entering the industry from scratch
Look for a process of solving the problem first, not necessarily the solution
Einstein once said that the essence of genius was not to solve the problem but to understand the best process for solving it. In a detective-like context, this is about working our recipes for generating fruitful lines of enquiry (for example, here we think about the possible motive for a murder, identifying all of those who might have known the victim, was there anything in the victim’s life or recent activities that seemed dubious or out of character)?
Another important thing to discover and remember is that not only are there different strategic options, but there are also different ways of implementing them, and different option timings, This means that strategic options need to be explored in three dimensions, and this can produce a myriad of possibilities, well beyond most managers’ mindsets.
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Testing the scores - or the “challenge and build” process
Whilst one might have hoped (from the last section) that the Strategic Option Grid now tells us the best possible thinking about each option, often this is not the case. Frequently, there is further scope to outline the options to make them better - to make them “cunning” (or more highly innovative) or even (with further refinement) even better, or “stunning”.
To achieve this, it is often useful to narrow the field of attention down to a small number of boxes on the Strategic Option Grid - perhaps focus on:
· for option 1 - implementation difficulty
· for option 2 - uncertainty or risk
· for option 3 - financial attractiveness
· for option 4 - stakeholder acceptability
By going back over the creativity checklist (see previous section) it may be possible to improve the scores - may be by 1 or even sometimes 2 ticks - by thinking of better ideas. This can also be done in conjunction with the deep-dive techniques, or perhaps with further data collection. This is known as the “build” process.
Equally, it may be appropriate to “challenge” the scores, either through specific focus on the uncertainty and “risk” box (with the uncertainty grid) or by asking “what is the one big thing that we’ve forgotten” - across any box. A final approach is to test for the resilience of particular strategic option against different possible states of the world (or “scenarios”). Here the same option is scored across the different columns - each one reflecting a different alternative future.
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Practical applications and implications of the Strategic Option Grid
The Strategic Option Grid can be used for a range of applications:
· Competitive (or corporate level) strategy options - new strategies
· Implementation strategy options (for different “what” options
· To compare existing business - as a portfolio analysis
· To rank strategic projects
· For organisational restructuring
Also the grid can be used not merely to drive out data requirements for further data collection, but also to prioritise them. Indeed, a schematic process of how best to use the strategic option grid is depicted below:
The Strategic Option Grid Process
In this process, one might begin by tentatively establishing some strategic objectives (which might well be revised once the strategic option grid has been worked through in full). The initial macro-level scores are then completed, followed by some (or all) of the “deep dive” techniques. This enables data collection to be targeted, and accomplished in an efficient, and cunning, way, and then for the scores to be revised. And at each stage, the cunning planning / creativity techniques which we saw earlier will come into play.
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Further possibilities for practice and research
The Strategic Option Grid offers an interesting self-contained system for strategic decision-making - which is consistent with and copes well with both “design” and “process” schools of strategy, and can be used for both “deliberate” and emergent strategies. This figure shows inputs as being:
· The deep-dive techniques (see turnaround tools)
· The creativity management prompts
· The option octopus or “Optopus” (see turnaround tools)
· Scenarios
Strategic Option Grid - Key Inputs
Besides having analytical and creative benefits, it also has behavioural , processual and even political benefits. Typically, it has the effect of helping managers explain their agendas, and also is able to help their decision process and cope with these agenda in a reasonably well-controlled manner.
Also, it is helpful in making clear and concise presentations - giving managers more confidence in making these presentations, and making digestible at the receiving end. Equally, using it will help take managers a long way towards writing business plans, and also in writing more tentative position papers or draft accounts of the state of their strategic thinking at a particular time.
A further benefit is that it helps gain a much clearer picture of the strategy and of its value and cost drivers before doing an financial quantification. By including both “financial attractiveness” and “stakeholder acceptability” in the criteria - the grid captures both shareholder value management and also the softer influence of stakeholders. Besides its use for strategic decision-making, the Strategic Option Grid is invaluable for developing senior managers develop their strategic thinking skills through formal, management education and development programmes.
In research terms, the Strategic Option Grid also offers us the potential to perform before and after action research into the effects of introducing a somewhat more characterised primary of emergent / incremental strategy. A key potential research question is: “do managers now actually begin to think or behave in a new way following sustained use of the grid, and if so, are these changes sustainable? Equally, how might changes in analytical processes lead to changes in organisational behaviour, either at the macro- or micro (team) level? Also do these changes have an impact on organisational politics, making the strategic decision-making process more of a positive sum-game (from managers’ perspectives) between opposing stakeholders, rather than an adversarial or competitive one? And does the Strategic Option Grid seem to have more fit with utility within certain types of organisational environments / industries than others, and if so why?
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The bank manager’s perspective

This is covered by a separate paper, which includes more tools!!
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Further perspectives
This covers business borrowing in distressed situations, personal guarantees over business borrowing and independent business reviews (IBR’s).
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