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THE BASICS OF BUSINESS STRATEGY — PART | “WHAT IS STRATEGY?”

BY DON TURNER, President, Delta Management

This article is the first in a three part series on The Basics of Business Strategy. Part | addresses the
question “what is strategy” while Parts Il and Il will cover how to develop and maintain effective
business strategy in today’s volatile business climate.
INTRODUCTION

» In this article we address several key questions regarding Business Strategy:

» How is strategy defined today?

»  Why is strategy difficult to define?

» What is strategic goodness?

» What are the stages of strategic thinking within a company?

» What does strategy involve?
These are addressed with the objective of providing an effective definition of Business Strategy.
DEFINING STRATEGY - IT ALL DEPENDS ON YOUR PERSPECTIVE
Ask any executive what strategy is and you will definitely get an answer. The problem is that you will

rarely get the same answer — and even if the answer sounds the same at the “100 thousand foot” level,
the definitions rapidly diverge as you delve a bit deeper.
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In fact, hearing executives describe strategy is
akin to the story of the blind men describing an
elephant each based on their individual
perspective. In the story, one blind man feels the
sharp features of the tusk and says the elephant
is like a spear, another feels the strong flat side
and says the elephant is a like a wall, another,
the wriggling of the trunk and declares it is like a
snake. You get the idea.

In every case the blind men are correct in their
individual descriptions but totally wrong in their
conclusion as a whole.

"Blind monks examining an elephant”, an 1888 &

Much like the story of the blind men describing s pet e Elemmbuisa HoH

that elephant, the “strategic definition” you
receive from executives will likely have as many variations as the number of executives you ask. The
marketing executive will describe the strategy in terms of markets and pricing. The development
executive will offer you technology as the basis for the strategy. The sales executive might propose the
strategy in terms of market share and revenue growth. The CFO will talk about stock price and
shareholder value.

It is the responsibility of the Chief Executive Officer — who by definition should also serve the role of
Chief Strategy Officer — to aggregate and assimilate these different perspectives into the company
business strategy. How often this actually happens is a different subject altogether.

The General’'s Art
The word ‘“strategy” comes from the Latin term “stratego” meaning “the General’s art.”
It refers to military conflict before planes, satellites, and instantaneous communication when a General

had to study the landscape where the battle was to take place. The General had to “envision” how the
battle would evolve and create appropriate plans involving terrain and resources. It involved
anticipation, acting, and adapting over and over again throughout the battle. The “science” was in the
military methods; the “art” was in seeing future events.

WHY WE HAVE PROBLEMS DEFINING STRATEGY
Why is defining strategy so difficult? It is a function of several factors:
= Functional Perspective — as with the blind men and elephant example, many executives’ view
on strategy is heavily influenced by their functional perspective. They tend to see through lens

made up of years and years of looking at business in a particular way dictated by the role that
they play within the organization.
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= Experience - experience also plays a major role in how an executive defines strategy. This
includes what strategic methodologies an executive has been exposed to in previous
organizations. With some organizations strategy just sort of happens, whereas with others, it is
a rigid process with little deviation.

= Training — finally, the reality is that “strategy” is seldom taught in any formalized manner.
Starting with virtually every MBA program to ongoing Executive Education programs, strategy is
“touched” in various classes but rarely addressed as a “thought process” much less a formal
discipline. In fact, it is simply assumed that when an Executive reaches a certain level in the
organization or has been assigned a particular title that he/she already knows how to “do
Strategy.”

Consequently, as critically important as strategy is to an organization, it is often the result of an
amalgamation of functional bias, eclectic thoughts, inconsistent processes, and personalities.

Any survey would reveal a broad range of strategic approaches — and not surprisingly, different levels
of strategic success. In other words, when it comes to Business Strategy, once you’ve seen one
Business Strategy — you’ve seen one Business Strategy.

DEFINING STRATEGIC “GOODNESS”

In defining strategy, another approach is to ask executives what is “goodness” when it comes to
Business Strategy. In their response you will typically hear performance metrics such as:

* Increases revenue and profitability

» Increases market share

= Successfully moves the company towards a long-range target
These are all admirable and certainly desirable results of a good strategy but that is all they are — the
results or effects of a good strategy. We return to the question of what makes a good strategy —i.e.,
the “causes” that “affect” those desired results.
There are three common characteristics of good strategies:

= They are Competitive

= They are Implementable

= They are Sustainable
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All three need to be optimized for the business strategy to be truly effective. Though seemingly simple,
the implications of these three characteristics are specific and profound:

Competitive - For a strategy to be competitive, it needs to be measured against a baseline. In
other words, to say your company is “competitive” that implies it is being measured against
something else. In the context of Business Strategy, this type of strategic analysis has four
components that are required in the development of any successful strategy: Market,
Customers, Competitors, and Solution Offering (e.g., product, services, technology). Any
successful strategy must be defined in terms of these factors. [ED: In Part Il of this series, each
of these is discussed in detail]:

Implementable — Obviously the greatest strategic direction for a company has no value if it
cannot be implemented. A strategy may define a clearly attractive marketplace position but the
Company is simply incapable of achieving for
various reasons: capital, human resources Implementable
(capacity, capability, and/or commitment),
technology prowess, organizational processes, time
frame, etc. In an economic environment with
decreasing availability of capital, the old adage of
“play the best you can with the cards you were
given” takes on a whole new meaning. Additionally,
for a strategy to be effectively implemented it must
be capable of being communicated in a manner that
allows the organization to understand, rally behind,
and act on it at all levels. Competitive

Sustainable

Sustainable — In order for a strategy to be

sustainable there are two key requirements. First, that the market must be sustainable for a
period of time sufficient to make the company successfully. There are plenty of examples of
companies who were successful for a brief period of time only to have their marketplace shift.
[ED: the key is appropriate marketplace segmentation and will be addressed in future parts of
this series.] Secondly, and equally important, is the need for effective processes and intellectual
bandwidth to constantly examine the strategy and make corrections as required. Assumptions
are a necessary part of business; however, if they gravitate to being sacrosanct they are also
the number one reason for failure among historically successful businesses.
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As one can imagine, there are trade-offs in addressing these strategic elements. That is, a less
competitive strategy is easier to implement but may not be as sustainable. This “balance” must be
optimized for a truly effective and successful strategy.

EVOLUTION OF STRATEGIC THINKING

In developing a working definition of strategy, the various levels of “strategic sophistication” that can
exist in an organization must also be considered. This sophistication can be viewed in essentially four
“evolutionary stages” of strategic thinking:

» Strategic Thoughts — in this stage there are general impressions about the future of the market
and products. They are not well articulated and there are only informal linkages, at best, to
major company initiatives.

» Strategic Vision — In this stage the company has an articulated vision of the future that
addresses markets, products, customers, and competitors. However, linkages between
strategy and major initiatives are still informal.

= Strategic Planning — Traditionally thought of as the desired state of strategy within a company,
there are quantifiable strategic objectives and goals. There is also a process for allocating
resources based on strategy.

» Strategic Management - This is the stage where successful companies want to be. Strategy is
part of a day-to-day comprehensive management process in which: strategic information is
identified and stored for later processing; strategy addresses cultural requirements; resource
allocation is directly linked to the ROI of objectives and goals, and there is institutionalized
assumption challenging.

Achieving the fourth stage isn’'t easy. It requires an integrated program of processes, education, and
training — particularly in developing executives and managers to be “strategic thinkers.”

There is a vast gulf in the ability to create and j

deploy successful business strategy between those Strategic
executives who can execute the “mechanics” of Mgt
strategy versus those who also have the ability to
“think strategically.” That is why great strategies are
a blend of science and art, analytics and insight,
right-brain and left-brain. This is not a trivial

Ty . Strategic
distinction. vision

Effectiveness

Strategic
Thoughts

Time/Evolution
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MODERN DAY BUSINESS STRATEGY DEFINITION

So now we return to the question, “what is Business Strategy?” A simple definition is:

Business Strategy is the role and manner of competition leading to a defined success for an
organization within both current and future marketplaces.

A Business Strategy is comprised of the following integrated elements:

= Vision — future state of the marketplace. The ability to see “over the horizon” is a hallmark of
successful strategies.

» Mission — clear understanding of how the company will compete in that future marketplace
» Values — the operating guidelines of the organization

» Obijectives - major strategic aspirations that create competitiveness

» Processes — to continually manage, challenge, and refine the strategy

= Communications — internal and external communiqués

= Financial — performance modeling

Business Strategy is a complex, multi-dimensional subject that is critically important for any successful
organization. It would seem the need to provide more regimented attention is more important today
than ever before.

Don Turner is a serial entrepreneur, turnaround and high-tech executive with more than 20 years of
experience in assessing, developing, and executing business strategy across more than a hundred
organizations. In addition to his strategy development roles he has been CEQO of multiple privately held
companies, Group President for a public company, and Chief Strategy Officer for a billion-dollar
company with a successful IPO. He is the developer of the VOGI® strategy methodology —
successfully used in a multitude of companies ranging from start-up to multi-billion dollar concerns.

Donald H Turner
75 Parkside Circle,
Dawsonville GA 30534
678.361.3313
don@turnerworld.com

www.Flex HR.com

Phone: 770-814-4225 * Fax: 770-814-4123 * 11330 Lakefield Drive, Suite 200, Duluth, GA 30097 pg. 6 of 6



