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Introduction Growing your business
Strategic thinking

The overall concept of strategy is very simple.You have a goal and you do
what is necessary to achieve that goal, though achieving a successful outcome
may require some effort. There are, of course, enormous pressures on busi-
ness both from within and outside the organisation. Bob Garratt, com-
menting on the Institute of Directors' publication, Standards for the Board, de-
scribes what he calls four directoral dilemmas. These dilemmas apply to anyone

who is running a business:

«The proprietor must endeavour to be entrepreneurial and to drive the busi-
ness forward whilst at the same time retaining effective control.

»The proprietor must be sufficiently knowledgeable about all the activities of
the business to be answerable for its actions (even when small, but increas-
ingly difficult as the business grows), yet must be able to stand back from
day to day activities in order to take a longer term view of where the business
is going and how to get there.

+The proprietor must be aware of short term and local issues whilst also
keeping up to date with the trends in the competitive market place and in
the wider environment.

«The proprietor needs to focus on the commercial needs of the business
whilst acting responsibly and fairly to staff, business pressures and, particu-
larly as the business grows, to the wider community.

Ideally all of these will be addressed during your strategic thinking.

It seems that a great number of books about strategy, or some element of it,
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are written every year. Some of them have a simple message, though in prac-
tice it is not always easy to see how to apply that message in a smaller busi-
ness. Others are more complex, and the message itself is less clear, let alone
how to apply it.

The message is simple: strategy gets you 'from here to there'. If you take con-
trol of the strategy, you can achieve great goals. The strategy itself can be sim-
ple - indeed, the simpler the strategy, the easier it will be to implement. What,

then, are the characteristics of a successful strategy?

I believe they are these:

«First, businesses need a purpose - they must be clear about what they do.

+Second, businesses need to know where they want to go - they must have
vision - and ambition - perhaps demonstrated by using what American aca-
demics, John Collins and Gerry Porras refer to as 'big hairy audacious
goals'.

«Thirdly, they need at least some idea of where the rest of the world is going
- that is, foresight.

To maximise your chances of success in business, you need a purpose, you
need goals,you need a plan, you need to monitor your performance against
the plan and you may need occasionally to take corrective action to stay on
course. A clear and simple direction will make leading the business far easi-
er. To be effective you need regularly to look at your business's strengths and
weaknesses and at the opportunities and threats posed by the environment in
which you operate.

Strategy defines what you do to get you from where you are now to where

you want to be, say,in three or five years' time. Peter Drucker asserts that
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strategy is what converts plans into results. Businesses set a purpose and de-
fine goals. The strategy must support the purpose. It must fit the environment
in which the business works. It will be constrained by resource availability. It
must be action focused. In Drucker's words, strategy 'converts what you want
to do into accomplishment' .

Many small businesses think of strategic or long term planning as something
that is only undertaken by large businesses. Henry Mintzberg argues that
strategic planning is a contradiction in terms, in that it is not possible to plan
and to be strategic simultaneously.Strategy may be about the future, but
strategic actions take place in the present. Those actions do, of course, need
to be consistent with longer term strategic thinking.Strategic thinking is
simply a way of thinking about how to position your business vis a vis your
customers and your competitors. Many businesses do have a clear idea of
where they are heading and how they expect to get there; many more appear
simply to be 'in business' without really having any clear vision. Stop for a
moment... can you imagine the future? Of course you can - you have hopes
and aspirations and you may already have goals and targets. So you have
what Gary Hamal and CK Prahalad call 'strategic intent' - a desire to shape your
future and an idea of what that future might look like. They go on to suggest
that a strategic intent provides a framework of three elements: a sense of direction,
a sense of discovery and a sense of destiny.

The businesses that survive and prosper are those that meet their customers'
needs by providing benefits to them at prices which cover the cost of providing
them and provide both sufficient profit for reinvestment and a share of the profit or
a dividend large enough to satisfy the owners or the shareholders. To do this
effectively, it is important to think strategically but it is also important to plan
if the strategy is to be implemented effectively. Do you know how you intend to

achieve your aspirations? If so, you have a strategy. It doesn't have to be
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complicated; indeed, the simpler you keep it, the easier it is to remember.

Taking a strategic view of your business will help you to think about your

over-arching goals and how you expect to achieve them. Having a strategy

should not be seen as a straight jacket - but as a framework enabling you both to

keep the business on course but also to exploit appropriate opportunities as

they arise. The Japanese call this hoshin kanri - direction management. The

strategy must be flexible, but without some long term objectives you will not

be able to manage your direction.

Peter Drucker argues that businesses need to focus on the external environment

in order to create a customer. Similarly, Michael Porter argues that the way a

business positions itself in the market place is of paramount importance.

Johnson and Scholes note that effective strategies:

«Match the business' s activities to the environment.

«Match the business' s activities to its available resources or its ability to at-
tract extra resources.

Reflect the values and expectations of the business's stakeholders, particu-
larly, their owners; and.

«Impact on a business' s long term direction.

More specifically, your task is to match effectively the business's compe-

tences (that is, its knowledge, expertise and experience) and resources with

the opportunities and threats created by the market place.

Thinking strategically is important for every business, but it is particularly

important for the smaller business, since smaller businesses may be more

vulnerable than larger businesses to changes in the market place.

If you are reading this book, the chances are that you want to develop strategies

which will help you to grow. As you grow, however, you may need to adjust

your strategy. It may be worth mentioning, therefore, the likely stages of

growth in your business and the ways in which businesses grow.

1
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Stages of growth

An American academic, Larry Greiner suggests that businesses grow - or fail
- through combinations of evolution and revolution - progressing through
stages of creativity, direction, delegation, co-ordination and collaboration. A
revolution at the end of each stage often precedes progress to the next stage.

In the creativity stage, the emphasis is on creating the product or service and
creating a market for that product. The founders are usually entrepreneurially
or technically oriented. Most businesses inevitably lack management and com-
mercial experience at this stage; indeed, this is even worse where a business
is started by a scientist or technologist whose motivation may stem from
solving an interesting technical problem rather than from a desire to found a
viable business. The structure is informal or non-existent. Communication is
frequent and informal. This doesn't matter because the business is still pret-
ty small. Control is exercised, if at all, simply through market results.
Twenty years ago it was highly unlikely that businesses would have started
up other than on a local basis. Yet now, with the speed of technological inno-
vation so great, some businesses, particularly technology based businesses

will probably have started trading internationally almost from their first day - and
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some may even have been started with an international base. Whilst this may be
very exciting it substantially increases the management control problems!

As the business grows, it experiences problems. Improving manufacturing
efficiency may require greater knowledge. As the number of staff grows, it
becomes more difficult to manage through informal communication. Proce-
dures are needed for effective financial control. All this implies a need for a
strong business manager, who provides direction.

Direction focuses on efficiency, a functional organisational structure, an ac-
counting system with incentives, budgets and work standards, a more formal
and impersonal system of communication and control through standards and
cost centres.

However, the hierarchy becomes restrictive and there is a conflict between
following procedures and taking initiatives. This implies a need for delega-
tion.

Delegation emphasises market expansion. It gives staff greater responsibility
and motivates them through profit centres and bonuses. Control is through
reports and profit center responsibility.

This, however, leads to a sense of loss of control and lack of co-ordination.
Some businesses may react against this to the extent of taking back responsi-
bilities.

If the firm progresses to the next stage, however, there is more emphasis on
consolidation and systems for co-ordination with formal planning proce-
dures, centralised centre and review with control imposed through plans and
investment centres.

This can lead to too much bureaucracy and the procedures taking precedence
over problem solving. This leads to a need for collaboration. |
Collaboration implies a participative management style with a focus on prob-

lem solving through teamwork and, commonly, a matrix type management
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