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Nailing Strategic Jello to the Wall

By Patrick Marren

Every once in a while, it’s good to get back to first principles and to try to be precise in the use of words.    This is the Journal of Business Strategy.  What exactly is “business strategy?”  

This is a far less obvious question than it may appear to be.  Sure, there’s a dictionary definition.  But there is no real clarity on what exactly constitutes “strategy” in a business context.  

Let’s take a few definitions.  

“Strategy can be defined as the determination of the basic long-term goals and objectives of an enterprise, and the adoption of courses of action and the allocation of resources necessary for carrying out these goals.” – Alfred Chandler, Strategy and Structure, 1962

“The pattern of objectives, purposes, or goals and major policies and plans for achieving these goals, stated in such a way as to define what business the company is in or is to be in and the kind of company it is or is to be.” – Kenneth Andrews, Business Policy: Text and Cases, 1965

Igor Ansoff (or “Study Your” Ansoff, as we called him at the University of Chicago Graduate School of Business back in the Pleistocene Era), saw strategy as relating to the following five mutually reinforcing “component choices,” according to Rumelt, Schendel and Teece, eds., Fundamental Issues in Strategy, 1994:

“(1) [P]roduct-market scope; (2) growth vector (the direction in which scope was changing, e.g. the emphasis on old versus new products or markets); (3) competitive advantage (unique opportunities in terms of product or market attributes); (4) synergy internally generated by a combination of capabilities or competencies; (5) the make or buy decision.”

Ansoff differed from the other two in two major respects: his emphasis on (higher level) corporate strategy rather than (enterprise level) business strategy, and a more elaborate view of the process of creating strategy.  

So how have things changed since the 1960s, the dawn of the modern era of “business strategy?” 

The pace of some events has increased markedly.  Delivery has become “just-in-time;” communications have become instantaneous, much cheaper, and far more “distributed.”  Computing power has, of course, mushroomed, and, concomitantly, its price has shriveled.  So has the price of data storage.  The influence of Wall Street upon public corporations, and the immediacy of that influence, have both increased markedly.  

As a result, it seems to me that strategy has become severely foreshortened.  The signals from the Street as to the effectiveness of your company’s marketing efforts do not wait anymore for your announcement of quarterly results.  The ubiquity and instantaneity (if that’s a word) of information about corporations and their performance, information that often used to be closely held, is a new fact of life.  

As I have said before ad nauseam, much of what used to pass for strategy seems to have been stolen from individual organizations and given to the Invisible Hand of Wall Street.  And Wall Street, and its analysts, seem to have been demanding, at least since the 1980s, that complex organizations not run by someone named Welch be broken apart into their component pieces and reorganized into larger, more homogeneous organizations dedicated to lowering cost at all… costs.  

Once this is done, of course, strategic flexibility is out the window.  You are betting more and more narrowly on the continuation of things as they have been done, only more so.  There is no way you can shift quickly out of the business you are in into something else if all traces of conglomeration have been eliminated.  If conditions change suddenly, you are stuck.  

This illustrates to me perhaps the inescapable fact about strategy: it is constantly in a process of mutation.  Heraclitus, the Greek philosopher, said it best: “All is flux and nothing remains the same.” This may not apply to absolutely everything, but it certainly applies under conditions of competition such as those that obtain in free markets.  Business strategies are ephemeral things.  They cannot be expected to remain effective for long periods of time, because competitors will react to them and render them less effective.

The groundbreaking strategy of today often turns into the mere ante into the game of tomorrow, something that is absolutely necessary in order for you to play, but something that will no longer give you any sort of real competitive advantage.  The Internet is a good example.  Use of the Internet to market products or services may once have been a revolutionary approach (and may seem revolutionary still, to some old fogeys).  But now it’s something that you must do, or else you may be finished.  The strategies of today often become the mere tactics of tomorrow.  

Going back to the long-term specialization trend, the “stick to your knitting,” de-conglomerating, merger-of-like-businesses approach favored beginning in the 1980s, we can see another sort of corollary to this.  As businesses become more specialized, they also may become more brittle.  Reality has a tendency to throw more and more “bet the business” decisions at managers as time goes on, if they continue to play the same familiar game.  As focus becomes narrower and more specialized, the probability of some event rendering the entire basis of one’s business moot grows.  The decisions you’re making are of a more tactical nature.  You are forced into a sort of cul-de-sac.

The corollary I mentioned is this: Strategy, under conditions of competition, will always tend to rise to a higher level of generality.  Every strategic innovation eventually is copied or countered by competitors, sometimes awfully quickly.  (In fact, as in chess and other games, often the first mover is not the party that ultimately benefits most.  The benefits of technological innovation, for example, tend to “leak” from the originator, and the vast majority of them almost always end up benefiting someone other than the innovator (see Cohen and DeLong, The End of Influence: What Happens When Other Countries Have the Money).) 

This means that in order to “win,” you can’t keep playing the same game.  Because if you do, you will end up at best in a tie (unless maybe your name is Welch).  So in order to continue winning, you have to change the game you are playing.  If you do not, you are likely to end up in a strategic cul-de-sac, and someone, probably a company that does exactly what you do, only cheaper and on a larger scale, may come along and swallow you.  (Which may not be a bad outcome for you personally, but that’s a discussion for another time.) 

In order to keep winning, you will have to take a broader view of the game you are playing.  You’ll have to recognize the limitations of the current game and take a broader, larger-scale, more strategic view of things, because the strategic context has broadened – as strategic contexts almost always will.  

That is why you’ll see such a wide array of definitions of the word “strategy.”  You cannot pin strategy down; it wriggles out of any definition you try to place upon it.  To take the definitions I began with, we can see an obvious progression.  Chandler begins with an enterprise-centric view, with the enterprise presumably defined as a single business – in my simplistic terminology, a particular “game.”  Andrews takes the province of strategy a bit higher: “what business the company is in or is to be in and the kind of company it is or is to be.”  There’s a sense of movement – strategy is not just about the present “game,” but also about the “game” you will want to be “playing” next.

Ansoff took the concept further up a level, in a way: he saw strategy as being at the corporate level, above individual businesses.  His province was the mix of businesses, the way they complemented each other, and the criteria by which managers decided to either invest further in a business or get out of it (the make-buy decision).  

This progression, to me, is the essence of strategy.  There is a constant move toward the more general, bigger-picture viewpoint.  In a certain sense, it is far easier to identify degrees of the strategic than to draw a line between the strategic and the non-strategic.  If we see the activities of a business as a hierarchy, with the CEO at the top and the mailroom at the bottom, where do we draw the line as to what is “strategic” and what is not?   It’s quite difficult.  

Clearly the direct reports of the CEO are, or should be, engaged in more strategic activities than the mailroom employees; they are more likely to be making decisions about “what business the company is in or is to be in and the kind of company it is or is to be.”  But the head of the mailroom might well be engaged in decisions about “what business the mailroom is in or is to be in and the kind of mailroom it is or is to be.”  In that sense, the head of the mailroom may be more strategic than her employees are.  Each element of the organization can be seen as a unit in and of itself, and every time someone within said element raises his or her head up and makes some sort of decision about what kind of element that element is or ought to be, he or she is being “strategic.”  In a well-run organization, these are the people who are likely to move up the ladder: the people who are able mentally to extricate themselves from the “game” they are currently playing; to see and appreciate a broader, bigger picture; and to make decisions that move their part of the organization into a different, more advantageous “game.”  (Those who are unable to make this evolutionary leap often become consultants.)

Conversely, even the CEO is playing a particular sort of “game,” just as the head of the mailroom is.  And the CEO, if he or she is doing his or her job, is, just like the mailroom boss, looking out for that “next game” into which he or she needs to be shifting the organization.

So strategy is about “higher” and “broader” and “next,” which makes it difficult to pin down.  But I want to examine another traditional aspect of strategy that seems to have been de-emphasized of late, and once again I will hearken back to the classical education the Jesuits drummed into me all those years ago.  

That aspect is coherence: the unity or wholeness of strategy.  In the old days, a company’s strategy was often seen as one simple, coordinated set of actions, unified by a single principle.  These days, we often hear of a company’s strategies, as opposed to a company’s strategy.  

The ancient philosophical concept I find myself dredging up when I think about this is what is called “the problem of the one and the many.”  Essentially, oversimplified, the problem is that we are all, as humans (and in this case managers), confronted by a confusing array of phenomena that we need to make sense out of.  And when we try to make sense of dizzying arrays of phenomena, what we are doing, essentially, is imposing a sort of unity upon them: saying, “Aha – all this confusing mass of stuff is X.” And once this light bulb goes off, the confusion dissipates and you can deal with what you’re faced with.

Many if not most businesses, however, don’t seem to have this classical, holistic view of their environments.  And they don’t have one strategy – they have a number of “strategies,” initiatives that work for them individually, but are not necessarily coordinated into some master plan.  And this can raise several issues for business strategy.  Contradictions can develop between uncoordinated “strategies,” because they have not been conceived as mutually reinforcing elements of a larger approach.  

But even when different business activities have been conceived as part of a holistic strategy, the very changeability that makes strategy so hard to pin down will inevitably lead to conflict and even paradox amongst the elements of any strategy – which will indicate that a change in the über-strategy may be in order.  

Personally, I would like to believe that “strategy is one,” that any business strategy that is worthy of the name must be a coherent, elegant whole, composed of mutually reinforcing elements, and not just a ragtag collection of pragmatic initiatives that are pursued because they happen to work at the moment within their particular spheres of specialization; and I tend instinctively to resist talk of “strategies,” rather than “strategy.”  

But that may just be evidence that I find it difficult to play a new game.  

*            *            *
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