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Strategy Implementation





Q. Why is strategy implementation so difficult?
$10 billion annually spend on Strategic analysis and formulation. Less than half the plans resulting from this effort are ever implemented. Outside observers put the success rate even lower: less than 10%.

There are reasons that strategy implementation is so difficult:

1. The ‘organizational immune system’:

2. Difficult Paradoxes:

-e.g., in order to get everyone in an organization to buy into the proposed changes most leaders try to give everyone a voice in deciding the organizations’ future; yet these same leaders see a real need to silence Cynics and Naysayer. But William Hudson, CEO of AMP: to address this paradox- by mixing naysayer in the various task forces charged with implementing the numerous changes that were under way in his organizations at any one time. Impact: ‘can do’ members of the task forces should hear with the naysayer out, address their concerns as best as possible, and then get on with the job at hand. 

Another paradox: Change requires many people = risky, change is scary. How to motivate to risk implementing changes? Al Dunlop: People volunteer for risky tasks only when they sense there is a safety net. = they need a clear definition of results expected + responsibility for producing those results. Yet change disliked, but feels safe that would not be accounted for, and empowered to control their own success or failure. = confidence against uncertainties in change process.

Another paradox: Randy Berggren: most important paradox – ‘instill change through continuity’. Certain constants organization could cling to, these could actually help bring about important change. To do= focus on core mission. The work itself and the need to do it better – became the safe place in which trust could grow.

3. The number of Variables involved:

Intervention activity:

Organizational Work setting






4. The interconnectedness of elements affecting change:
Based on #3 point.

5. The need to change ‘everything’ at once.

The 7-S, model developed in the 1970s by consultants at McKinsey & Company who were trying to help managers address several of the difficulties of change we have identified. Especially the model shows that change is complex due to organizational immune systems, difficult paradoxes, and the many interconnected variables involved, and that to be effective a change effort must address many of these issues simultaneously. 

7-S Framework:






e.g., Australian company attempting to change the way it managed R&D. 

Heightened competition led this firm to devise a new strategy, one that stressed the importance of developing new, technologically advanced products to reestablish its competitive advantage. The key to this new strategy was the firm’s  R&D laboratory, a facility that had been created to serve the firm’s 6 operating divisions with cutting edge technology. It was clear that the firm fallen far behind its competitors in the technology race, and there was obviously a problem to be fixed before the new strategy, which placed even greater emphasis on technology, could be implemented. Problem was to find out where the problem lay or how to fix it.

Careful analysis eventually uncovered a whole series of factors that limited the firm’s success in commercializing technology. Applying 7-s framework revealed the following.

i. Strategy: 
There was no commonly understood strategy for the lab. E.g., the operating division’s view of research priorities was in conflict with the lab’s view. 

ii. Structure:

The firm’s structure established a clear separation both between the lab and the operating divisions, and between different departments within the lab. There was no interaction between the centralized lab and the 6 operating divisions; representatives from the divisions visited the lab only once a year, on average. Meanwhile, technology commercialization was a strictly sequential process; first invention, then analysis of market potential, then analysis of production issues. The overall process was slow; even worse, many inventions proved not to be viable once they were handed over to the operating divisions. There was also no interaction between departments within the lab, which removed the opportunity for cross fertilization of ideas that had originally motivated the creation of a centralized lab. 
iii. System:

The system that had the greatest impact on the laboratory was that which allocated and controlled the use of capital funds. The annual budgets for R&D were developed by the lab and usually rubber stamped by top management under pressure from the board of directors who felt ‘research is good’. After funding, there was no system for follow up on the status of R&D investments or payback from the lab. 

iv. Staff:

The laboratory was hamstrung by several dysfunctional human resource practices. For instance, managers were paid much more that n researchers- a practice that encouraged the best researchers to get out of research and into management. Additionally, management pay at the lab was based on the size of the manager’s department – encouraging turf battles and animosity between departments. 

v. Skills:

The members of both the laboratory and the operating divisions lacked the skills that were critical to the new strategy’s success. The researchers were capable of good basic research but had little experience in developing commercially viable technology. The managers in the operating divisions were unfamiliar with what was required to build or market technologically advanced products. 

vi. shared values:

There was no single organizational culture shared across the company, and the important values varied greatly from one level or function to the next. The board of directors may have felt ‘research is good’, but the firm’s general mangers saw the laboratory as a ‘charity’. The lab felt the company’s failures were due to the operating divisions’ inability to utilize the lab’s new technology, but the operating divisions thought the failures were due to the lab’s inability to develop viable inventions.  

vii. Style:

There was evidence that the style of leadership found in the lab was limiting the lab’s success. The head of the lab used a dictatorial leadership style, stressing top-down decision and tight controls. Any celebrations of success were rare and not visible outside the individual lab departments involved. 

Remedies:

To address these problems, the organization decided to convert this lab from a distant ‘lab in the woods’ operation to a ‘client service’ organization that lived to serve the operating divisions. Such a transformation required that every one of the items listed above had to be rethought and changed in what amounted to a mass assault on the old way of doing things. E.g., under ‘system’ heading, a process was established in which the lab was funded only when it ‘sold’ R&D services to the operating divisions, and the operating divisions got monthly reports on how the lab was fulfilling its R&D contracts with them. Under ‘structure’, the lab was reorganized around the product lines represented by each of the divisions, rather than around areas of scientific expertise. As part of addressing ‘skills’ 75% of the researchers were sent to a  marketing course to learn about the issues of developing  products with customer appeal. As these and many other changes were implemented, the strategy of using technology to establish a competitive advantage was gradually realized, and the firm began to win awards for its technologically superior products. The lab’s $40 million annual budget was yielding a very attractive return for the business, and it soon became a benchmark operation that other organizations sought to emulate. 
While the factors listed earlier make strategy implementation difficult, but not impossible. Both research and experience offer many guidelines that have proven their usefulness in a wide variety of organizations. However, it is just as clear that some things seldom work. Before discussing what works, let us consider that most common mistakes in unsuccessful attempts to implement strategic change. 

Q. Why Strategic implementation fails? Or, why change efforts are so often unsuccessful?

There is a common pattern of failure which is termed as ‘activity –centered’ approach to change. Because, the focus is centered on an activity that is supposed to bring about the change rather than on the desired results of the change.    

1. Senior management, dissatisfied with past performance, develops new strategic ideas requiring organizational change:

e.g., assume that in the face of declingi slaes, senior mangers have decided to give renewed emphsis to improving customer satisfaction.

2. A ‘program’ is established with the intention of producing the desired strategic change:

The intention here is to focus attention on the new idea and generate some excitement about the proposed change. E.g., A program called ‘king customer’ is initiated. 

3. Management of the program is delegated to those in staff positions:

e.g., responsibility for the King Customer program is given to the Director of quality.
4. Senior management is ‘handled’ by the staff personnel in charge of the program :

e.g., the Director of Quality prepares several speeches that the CEO delivers while presiding over the numerous events that constitute the kickoff for the King Customer program.

5. The staff in charge of the program focus on the range of issues under their direct control:

e.g., the director of Quality leads in the creation of a new training and development curriculum that is focused on Quality management tools and offered to employees in line positions.

6. Performance is measured by the success of the program:

e.g., many of the factors influencing customer satisfaction (e.g., product design, after sales service, pricing) are far outside the director of Quality’s control. So, program’s success = good performance, is not fair. 
7. Even though most of the organization is unchanged, the program  is declared a success:

With the narrowed performance criteria by which it is judged, the program can be a ‘success’, even if little of the strategic change that was initially desired took place!

8. In order to bring about the still elusive desired organizational change, another program is created:

As the first program was ‘successful’ but still fell short of creating the full strategic change desired, it is easy to conclude that it must be supplemented with another change effort. E.g., cost increases have resulted in rising prices, which customers have complained about. To address this issue, the controller is put in charge of a new program intended to reduce selected costs by 50%, called ‘Have to halve it’. 

9. The organization is confused about the relationship between the old program and the new one:
It is common for the two programs to entail a fair amount of overlap and conflict. Confused as the newly acquired quality management tools and the new cost cutting program.

10. The organization becomes cynical about change programs and begins to support the status quo:

Frustration develops as the King Customer program was declared a victory; the customer is in fact6 not treated like royalty. And because ‘Have to Halve It’ program is only the most recent in what is becoming a steady stream of marginally successful programs, each derisively referred to as ‘the flavor of the month’ employees begin to look at each new program as more of a bother than a solution. Consequently hey try to avoid personal involvement in all subsequent programs as much as possible, reminding one another that ‘this too shall pass’. 

In this scenario, not only did customer satisfaction fail to improve, but the organization in fact became more entrenched in the very status quo that senior managers had originally set out to change.  
 In most of what the organization does. 

Leadership For Organizational Learning
Strategic programming has become increasingly insufficient as the primary means of implementation strategy. Now we turn to a more detailed discussion of organizational learning as an alternative approach to strategy implementation. This chapter is organized into three major parts:

a. the first fo these lays a foundation for the other two by explaining the need for organizational learning and the need for leadership in building learning organizations. 

b. The second takes a careful look at what organizational learning actually entails, i.e., discovering new insights and taking action accordingly. 

c. The final section looks a deep understanding of the technical, personal and business issues affecting the firm; establishing a shared vision of the future; identifying the organization’s current working model; encouraging experimentation aimed at improving the working model; and acting on the results of the experimentation process. 

See case of Levi Strauss, Case Globe Metallurgical, Chaparral Steel, PepsiCo case and Avon case.
Leadership activities for organizational learning:


 

 

 




 A Continuum of options for developing a vision:









What is the summary learning of Leadership for organizational learning:
The summary of managerial paracices to adopt from this chapter are as follows:

· the most orgnaitons need to conunually develop new and improved ways of doing things, which requires organization learning;

· orangization engage in two types of learning, single loop and doble llo, and the both require oversight, although they place diffent demands on managers and leaders;

· leadership is exerting influence on others to accomplish a goal and not a function of a specific work position, expect to contribute as a leader , regardless of our level in an organization;

· while charisma is real and important, there are other equally important elements of leadershyip that are more easily learned. There are the activities that are at the heart of instrumental leadership;

· treat learning as a two step process that couples new actions to new discoveries; remember that one is of little value without the other;

· the best model of the discovery process is the scientific method of theory, hypothesis, test, result, and conclusion, and it is readily adapted to organizational learning;

· the best starting place for leading in organizationallearning is for the leader to personally dvelop a deep understanding of the technical issues, the value systems, and the current situation facing the organization;

· A shared vision of the future is best created by generating a sense of urgency or crisis, developing a vision of how the organization can address the crisis, and then gaining widespread commitment to this vision;

· An organization’s current working model does much to determine the way it sees the world and therby greatly shapes its decisions and actions. Explocityly consider the organization’s working model and seek to modify and improve it based on the learning process;
· As a leader, encourage experimentation, especially experimentation in the middle levels of the organization, by being tolerant of mistakes made as part of the learning process;

· Once experimentation has led to new discoveries, a leader has a responsibility to make it clear which alternatives will be pursued and which will not.

Context Levers

Case: Industry trendsetters, Philips consumer electronics, Thermos, Kodak changes its culture. 
Context levers is the first of three that will describe different levers that can be used to bring about organizational change and implement strategies. This will focus on how different elements of the organizational context, structure, and nature of the internal working environment shape everyday actions, and thus serve as a potentially powerful lever for change. This is organized into five parts, the first of which overviews the different dimensions of organizational context and explains the importance of context in strategy implementation. The remaining four parts take detailed looks at the four most important dimensions of organizational context: macro organizational i.e., organization wide structure, micro organizational , ie., organizational subunit structure, informal networks, and organizational culture. In each of these sections we will describe alternatives and explain how the most appropriate alternative is dependent on the type of strategy being pursued. 

A framework of thinking about the four elements of context:

	Macro Structure


	Micro Structure

	Organizational Structure


	Informal Network


The Group to team Evoloutionary process
Case Thermos.













Summary of Managerial practices to adopt from this Context Levers:
· Organizational context is easily overlooked as a lever for change because it works in the background. However, it has a powerful effect on organizational actions, and we should consider it one of the strongest levers available to help bring about strategic change and implement strategies. 

· In thinking about organizational context, better keep two dimensions in mind. One distinguishes between ‘hardware’ and ‘software’ issues, while the other distinguishes between what applies organiszation-wide versus what applies only to part of the organization. This conceptual framework will help us identify elements of organizational context that apply to macrostructure, microstructure, informal networks, and organizational culture, giving us the widest possible set of influence points. 

· There are many alternative forms of organizanal structure, all of which have advantages and disadvantages. No one structure is necessarily right for a particular organization. The most appropriate alternative depends on the nature of the strategy the firm is pursuing. 
· Regardless of the macrostructure chosen, much of the day to day work done by the organization will take place within organizational subunits. The behavior of individuals in these groups or teams is greatly influenced by the subunits’ formal structures. Just as the most appropriate macrostructure depends on the organization’s purpose, the most appropriate microstructure depends on the sub-unit’s purpose. Better consider the purpose, and match the structure to it. 

· Informal networks allow organizations to overcome the limitations inherent in any formal organization. Our effectiveness as a manager and leader will depend in part on our use of the organization’s informal networks. Not all networks work as well as they could, and steps can be taken to address the most common network ailments. Taking such steps is an important responsibility of leadership. 

· Organizational culture has a tremendous ‘inertial’ effect in determining what organizations will and won’t do. Consequently, it is perhaps the most powerful type of contextual lever. However, it is also a very difficult lever to manipulate; changing cultures is a slow, demanding process. There are certainly ways in which we can influence our organizations’ culture, but we should expect any change to take place over a number of years, and only then with constant effort. 
· The way to have the greatest impact on organizational change and strategy implementation is to understand the roles of each of the different elements of organizational context and to use these in concert to shape the day to day behavior of people thought-out the organization.

Case reference: Kodak changes, Thermos, Philips consumer electronics, Industry trendsetters
System Levers:
Case : Seven Eleven Japan, Allied Signal, Evans products company, Xerox Changing the values, Budgets overcoming their potential downsides, A European Car manufacturer develops process based controls.

System levers deals with how an organization’s support systems can both hinder and facilitate the successful implementation of its strategy. Properly manged, these suppost systems provide a powerful lever for implementing strategy. This System levers provides an overview of Resourcing and control systems and sescribes their importance in shaping both an organization’s actions and the strategis that emerge as a result of those actions. The other important sections that look at the systems that allocate three basic resources – information, people and capital. Lastly, it explains how organizations control the use of allocated resources and monitor the organization’s progress toward its goals, effectively using control systems as levers for strategic implementation. 
 Three levels of strategy system alignment:





Case : Seven Eleven Japan, Allied Signal, Evans products company.

Information Resourcing can provide three levels of integration:
	Level of integration 
	Types of information Resourcing
	Impact of information Resourcing
	Intended result

	Organizational subunit
	Network for work groups
	High performance teams
	Business process improvement and redesign

	orgnization
	Integrated organizational systems
	Cross-functional integration
	Organizational transformation

	interorganization
	Data exchange between organizations
	Extended concept of enterprise 
	Improved external relationships


Traditional and Emerging ideas of Human Resuorce Management
Case: Evans products company.

Traditional : Emphasis solely on physical skills

Emerging: Emphasis on total contribution to the firm

Traditional : Expectation of Predictable, repetitious behavior

Emerging: Expectation of innovative and creative beahvior
Traditional : Comfort with stabiolity and conformity

Emerging : Tolerance or ambiguity and change

Traditional : Avoidance of responsibility and decision making 

Emerging : Accepting responsibility for making decisions

Traditional : Training covering only specific tasks

Emerging : open ended commitment- broad, continuous development

Traditional : Emphasis placed on outcomes and results

Emerging : Emphsis placed on processes and means

Traditional : High concern for quantity and throughput

Emerging : High concern for total customer value

Traditional : Functional and sub functional specialization

Emerging : Cross functional integration

Traditional :  Labor force seen as a necessary expense

Emerging : Labor force seen as critical investment

Traditional : Workforce is managent’s adversary

Emerging : Management and workforce are partners

Traditional : Evaluation and rewards focused narrowly on work output

Emerging : Evaluation and rewards defined broadly, depending on strategy.

Matching the Capital Resourcing System to the Strategic Situation (Case: Xerox)








Summary of Managerial Practices to adopt this System levers:
-We should remember the need to keep systems aligned with strategy, if the strategy changes, we will probably need to alter the systems to keep them in the best possible alignment. 

-we better use the information Resourcing system at levels across the organization to integrate whatever specialization and departmentalization have fragmented.

-We do not depend on conventional financial accounting data alone to provide us with measures we need to manage successfully. Better move beyond the financial perspective, and use a variety of measures to supplement accounting data at each level of the balanced scorecard.

-We should develop our human resources like the critical assets they are, base evaluation and rewards on a thorough understanding of the behavior we want to encourage. 

-While discounted cash flow analysis is theoretically sound, its application is difficult. It is most appropriate when used as part of the strategic programming approach to implementation, in simple, stable organization that has clearly predictable futures. 

-Most organizations will benefit from supplementing the use of DCF techniques with emphais on developing companywide values that reflect an appreciation of the need to be efficient in using the firm’s capital. 

-in an organization that faces a highly uncertain futre, it is useful to incorporate a concern for options into thinking about capital resource allocation. ‘keeping our options open’ is a natural complement to organizational learning. 

-Match our selection of control systems to the type of strategic change being made. Controls based on input are most appropriate when all that is being implemented is a new activity or program. Controls based on output are best used as part of strategic programming, while controls that reflect the cause-effect relationship between process inputs and outcomes fit well with an approach to strategy implementation based on organizational learning. 

Action Levers
Cases: Wal-Mart influencing others, An Experienced Manager shares, A Chemical processor uses principled negotiation, Xerox-Individual acts.
Action levers related to matters of leaders, through their own individual action can exert poer and influence over what strategies are implanted and how, as well as how organizations are changed. There are different forms of power and influence resulting from actions taken by managers and leaders. Formal authority is one of the more obvious forms of power, but sole reliance on this form of influence is very limiting. We then consider how other forms of power and influence can serve as useful supplements to formal authority and argue for a ‘full portfolio’ in which a variety of different types of actions are taken to provide a leader with the most effective mix of power and influence. Separate sections are devoted to coverage of four of the most influential types of leadership actions- organizational politics, negotiation, communication, and serving as a role model. In each of these sections, we should explain the need for the action under consideration and offer basic guidelines for effectively using this type of action as a source of power and influence in the strategy implementation process. 
Sources and uses of power and influence


	Power and Influence through

Commanding

Manifests itself through:

-Orders given

-Structures changed

-systems changed


	Power and influence through 

Shaping
Manifests itself through:

-culture change

-Rewired networks

-Modified agenda

	Power and Influence through

Persuading
Manifests itself through:

-Expertise

-Negotiation

-Communication


	Power and Influence through

Inducing
Manifests itself through:

-Charisma

-Politics

-Role modeling





1. The Strategic Management Imperative


A Hierarchy of Strategic Intent





External Assessment





Internal Assessment





2. Business Level Strategy





Operational Strategy





Corporate Level Strategy





International Level Strategy





3. Challenges of Strategy Implementation





Leadership for Organizational Learning





Contextual Levers for Change





Systems Levers for Change





Action Levers for Change





Social factors
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Technology
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Individual Development
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3. Challenges of Strategy Implementation





Leadership for Organizational Learning





Action Levers for Change





Systems Levers for Change





Contextual Levers for Change





Developing a deep understanding





Establishing a shared vision of the future





Identifying the current working model





Encouraging experimentation to improve the working model





Acting on the Results of Experimentation





Telling





Selling





Testing





Consulting





Co-creating





Expected Degree of Buy-in





Extent of involvement





Macro: Deals with organization as a whole





Micro: Deals with parts of the overall organization





Hardware: Formal structural dimension of context





Software: Informal social dimension of context





Forming





Storming





Norming





Performing





Team 





Group





Overall Effectiveness





Time





Strong positive impact: the systems are clearly tailored to support the strategy. In fact, by studying the systems, it is possible to correctly deduce much of the strategy. 





Nuetral Impact: While the systems don’t restrain the successful implementation of the strategy, they are not tailored to it either. 





Strong Negative Impact: Elements and attributes of the system actually work against the strategy the organization is trying to implement. 





Best





Worst





Future / Long term





Emphasis on …..





Present / Short Term





Deliberate Strategy





Emergent Strategy





Emphasis on…





Conventional resource allocation techniques used to guide investments based on forecasted efficiency as part of strategic programming.





Capital Resource allocation guided by understanding options resulting from new discoveries and actions taken as part of organizational learning. 
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Implicit





Use of Power





Institution





Individual





Sources of Power








