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3.4 STRATEGY IMPLEMENTATION

· Once a strategy and set o polices have been formulated, the focus of strategic management shifts to implementation.
· Strategy implementation is the sum total of the activities and choices required for the execution of a strategic plan.  It is the process by which strategies and policies are put into action through the development of programmes, budgets and procedures.
· Although implementation is usually considered after strategy has been formulated, implementation is a key part of strategic management.
· To begin the implementation process, strategic managers must consider three questions:
1. Who are the people who will carry out the strategic plan?
2. What must be done?
3. how are they going to do what is needed?
· In an American survey of 500 corporations it was revealed that many firms experienced the following ten problems (or some of them) when they attempted to implement a strategic change:

1. Implementation slower than originally planned

2. Unanticipated major problem

3. Ineffective coordination of activities

4. Competing activities and crises that distracted attention away from implementation.

5. Insufficient capabilities of the involved employees.

6. Uncontrollable external environmental factors.

7. Inadequate leadership and direction by departmental managers.

8. Poor definition of key implementation tasks and activities.

9. Inadequate monitoring of activities by the information system.

· Poor implementation of an appropriate strategy may cause that strategy to fail.  An excellent implementation plan, however, not only will cause an appropriate strategy to succeed, but it can also rescue a questionable strategy.

 Who implements strategy

· In most large, multi-industry corporations, the implementers will be everyone in the organisation – from Vice Presidents to project managers to first line supervisors to employees (even those without any authority/power)
· Most of the people in the organisation who are crucial to successful strategy implementation probably had little, if anything, to do with the development of the corporate strategy – that is why one might find that some staff are ignorant and might even resist or take part in foot dragging activities.
· Avoiding such as situation is the one reason why involving middle mangers in both formulation and implementation of strategy tends to yield better organisational performance.
What must be done?   

· Managers of divisions and functional areas of work with their fellow managers to develop programs, budgets, and procedures to implement strategy.
Developing programs, budgets & procedures:

· The purpose of a program is to make the strategy action oriented.
· Approval of program, divisional and corporate budgets leads to developmental of standard operating procedures.
· Standard operating procedures typically detail the various activities needed to complete a corporation’s programs.
Achieving synergy

· One of the goals to be achieved in strategy implementation is synergy among functions and business units (SBU’s), which is why corporations commonly reorganise after acquisition.
· Synergy is said to exist or a divisional corporation if the return on investment (ROI) of each division is greater than the return would be if each division were an independent business.
How is strategy to be implemented?
· Programs, budgets and procedures simply are more detailed plans for the eventual implementation of strategy.  The total strategic management process also includes several types of action – oriented activities crucial to implementation: organising, staffing, directing and controlling.
· Before plans can lead to actual performance, top management must ensure that the corporation is appropriately organised, programs are adequately staffed, and activities are being directed to achieve desired objectives.  (Staffing, directing and controlling ill be discussed in subsequent sections in this chapter, organising activities will be briefly discussed)
Fundamentals of organising

· Establishing some sort of structure is the primary means of organising the many activities ad people in a large organisation in order to get work done.
· Strategy, structure and the environment need to be closely aligned, otherwise organisational performance will most likely suffer.
· Strategic managers must therefore examine closely the way their company is structured in order to decide WHAT, if any, changes should be made in the way work is accomplished.  The following important questions should be answered or solved by strategic managers.
1. Should activities be grouped differently?
2. Should the authority to make key decisions be centralised at head quarters or decentralised to managers in distant locations?
3. Should the company be managed tightly with many rules and controls, or loosely with few rules and controls?
4. Should the corporation be organised as a tall structure (e.g. Ford Motor Company) with many layers managers, each having a narrow span of control or should it be organised as a flat structure (e.g. Toyota) with fewer layers of managers, each having a wide span of control.
· A mechanistic structure, with its emphasis on centralisation of decision making and bureaucratic rules and procedures, appears to be well suited to organisations operating in a reasonably stable environment.
· In contrast, researchers found that successful firms operating in a constantly changing environment (e.g. the electronics and aerospace industries), use a more organic structure, with decentralised decision making and flexible procedures.

Structure follows strategy:

· Changes in corporate strategy lead to changes in organisational structure.  Organisations evolve from one kind of structural arrangement to another as they expand.  The following sequence is of the essence:
1. New strategy is created.
2. New administrative problems emerge.
3. Economic performance declines.
4. New appropriate structure is invented.
5. Profits return to their previous level
· When strategies indicate change, quick adoption of an appropriate structure may give a company a competitive advantage.
· Research indicates that when companies that diversify or vertically integrate change from a functional structure to a divisional structure, their financial performance improves.
· However, a change in strategy might not necessarily result in a corresponding change in structure if the corporation has little competition.
Although organisational structure should vary under different environmental conditions – which, in turn, affect an organisation’s strategy – authorities on organisations disagree about optimal organisational design. 

Organisational life cycle

· The organisational life cycle describes how organisations GROW, DEVELOP and eventually DECLINE.
· The specific organisational structure is thus a secondary concern.  The life cycle is one of several theories of organisational change, ranging from population ecology to resource dependence, as described in several authoritative books on the subject.
· Stages are:
1. Birth (Stage 1)
2. Growth (Stage 11)
3. Maturity (Stage 111), and
4. Death (Stage V)
STAFFING AND DIRECTING

Staffing

· The implementation of new strategies and policies often calls for new human resource management priorities and a different utilisation of personnel.

· Such changes may mean hiring new people with new skills, firing people with inappropriate or substandard skills, and / or training existing employees to learn new skills.

· Experienced people with the necessary skills may need to be found for or promoted into newly created managerial positions.

· When a corporation follows a growth through acquisition strategy, it may need to replace some of the managers in the acquired company.

· If a corporation adopts a retrenchment strategy, however, a large number of people may need to be laid off or fired.

· Top management and divisional managers need to specify criteria for use in making these personnel decisions.

Hiring and training requirements change:   

· After a new strategy has been formulated, different type of people may be needed or current employees may need to be retrained to implement it.
· Employee selection and training, for instance, could be crucial to the success of a new manufacturing strategy and is extremely important for a differentiation strategy emphasising quality or consumer service.
· Training also is important in implementing a retrenchment strategy.  Downsizing means that the company has to invest in its remaining employees.
Matching the manager to the strategy: 

· Several authorities suggest that the “best” or most appropriate type of general manager needed to effectively implement a new corporate or business strategy depends on the desired strategic direction of the firm or business unit.
· Executives with a particular mix of skills and experience may be classified as a “type” and pair with a specific corporate strategy.
· A corporation following a concentration strategy emphasising vertical or horizontal integration probably would want an aggressive new chief executive with a great deal of experience in that particular industry i.e. a dynamic industry expert.
· A diversification strategy, in contrast, might call for someone with an analytical mind who is highly knowledgeable in other industries and can mange diverse product lines i.e. analytic portfolio manger.
· A corporation choosing to follow a stability strategy probably would want as its CEO a cautious profit planner, i.e. a person with a conservative style, a production or engineering background, and experience with controlling budgets, capital expenditures, inventories and standardisation procedures.
· If a company cannot be saved, a professional liquidator might be called on by a bankruptcy court to close the firm and liquidate its assets.
Selection and management development   

· Executive succession: Insiders versus Outsiders: Research indicates that firms with succession planning programs for top management have an advantage over firm that do not have formal programs.  Research into the value of selecting a CEO from outside the company instead of promoting someone already with the company offers mixed conclusions.  Firms difficulty tend to choose someone from “outside to lead them. When is the best time to replace a CEO appears to be when the corporation is in the midst of stage 3 of decline, known as the fully action stage.  The CEO should not be replaced during the blinded and inaction stages of decline because of the uncertainty that decline is actually occurring.
Problems in retrenchment

· Downsizing refers to the planned elimination of positions or jobs.  Companies commonly use this approach to implement retrenchment strategies.
· Research indicates, that if not done properly, downsizing may result in less rather than in more productivity.
· In approximately 2/3 of cases either the wrong jobs were eliminated or blanket offers of early retirement prompted managers, even those considered invaluable, to leave.
· After the layoffs, the employees who were left had to do not only their own work, but also the work of the people who had gone.
· A good retrenchment strategy may thus be implemented well in terms of organising but poorly in terms of staffing.  A situation may develop in which retrench feeds itself and acts to further weaken instead of strengthening the company.
· The following are proposed guidelines for successful downsizing:
1. Eliminate unnecessary work instead of making across the board cuts.
2. Contract out work that others can do more cheaply.
3. Plan for long run efficiencies.
4. Communicate the reasons for actions.
5. Develop value added jobs to balance out job elimination.
Directing 

· Implementation also involves directing people to use their abilities and skills most effectively and efficiently to achieve organisational objectives.
· Direction may take the form of leadership by management, communicated norms of behaviour from the corporate culture, or agreements among workers in autonomous work groups.
· Managers should be stimulated to find creative solutions to implementation problems getting bogged down in conflict.
Managing corporate culture:

· Corporate culture has two distinct attributes.

1. Intensity: That is the extent to which members of a unit agree on the norms, values or other culture content associated with the unit.  Organisations with strong norms promoting a particular value, such as quality for instance, have intensive cultures, whereas new firms have weaker, less intensive cultures

2. Integration: That is the extent to which within an organisation share a common culture.  An organisation with pervasive dominant culture may be hierarchically controlled power oriented, such as a military unit, and have highly integrated cultures.

· Because an organisation’s culture can exert a powerful influence on the behaviour of all employees, it can strongly affect a company’s ability to shift its strategic direction.  A problem for a strong culture is that a change in mission, goals and objectives, strategies, or policies isn’t likely to succeed if it is in opposition to the accepted culture of the company.

· Research indicates that there is no one best culture.  An optimal culture is one that best supports the mission and strategy not the other way round.

Assessing strategy – culture compatibility  

· When implementing a new strategy, management should consider the following questions regarding the corporation’s culture:
1. Is the planned strategy compatible with company’s culture? If YES – proceed rapidly.
2. If the strategy is not compatible with the current culture, can the culture be easily modified to make it more compatible with the new strategy? If YES – move forward carefully by introducing a set of culture changing activities, such as minor structural modifications, training and development activities, and / or hiring new mangers who are more compatible with the new strategy.
3. If the culture cannot be changed easily to make it more compatible with the new strategy, is management willing and able to make major organisational changes and accept probable delays and a likely increase in costs? If YES – manage around the culture by establishing a new structural unit to implement the new strategy.
4. If management is not willing to make the major organisational changes required to manage around the culture, is it still committed to implementing the strategy? If YES – find a joint venture partner or contract with another company to carry out the strategy.  If NO- formulate a different strategy.
Managing change through communication     

· Major cultural change had the following characteristics in common:
1. The CEO had a strategic vision of what the company would become.
2. The vision was translated into key elements necessary to accomplish that vision.
3. The CEO and other top managers were obsessive about communicating as widely as possible to employees at all levels three key bits of information, namely: (i) the current state of the company in comparison with its competition plus the outlook for the future, (ii) the vision of what the company was to become and HOW it would achieve that  vision, (iii) the progress of the company in those elements identified as important to achieve the vision.
Action planning 

· Activities can be directed toward accomplishing strategic goals through action planning.  At a minimum, an action plan identifies the actions to be taken, the people responsible for taking them, the time available for completion and the results expected.
· EXAMPLE: Consider a company that chose forward vertical integration through the acquisition of a retailing chain as its growth strategy.  After the acquisition, it must integrate the retail outlets into the company.  One of the many programs it would have to develop is a new advertising campaign.  The resulting action plan for this program should include the following elements:
1. Specific actions to be taken to make the program operational.
2. Date to begin and end each action.
3. Person (identified by name and title) responsible for carrying out each action.
4. Expected financial and physical consequences of each action.
5. Contingency plans.
Management by objectives (MBO)

· Management by objectives (MBO) is an organisation wide approach that can help ensure purposeful action toward desired objectives.  It links organisational objectives and individual behaviour.
· The MBO process involves:
1. Establishing and communicating organisational objectives.
2. Setting individual objectives (through superior – subordinate interaction) that will help implement organisational objectives.
3. Developing an action plan of activities needed to achieve the objectives, and including the results in an annual performance appraisal.
· One of the real benefits of MBO is that it can reduce the amount of internal politics in al large corporation.
· Political actions often cause conflict and divide the very people and groups who should be working together to implement strategy.
Total quality management (TQM)

· Total quality management (TQM) is an operational philosophy that stresses commitment to CUSMTOMER SATISFACTION and CONTINOUS IMPROVEMENT
· TQM involves a commitment to quality, excellence and being the BEST in all functions.
· TQM has four objectives:
1. Better, less variable quality of the product or service
2. Quicker, less variable response in process to customer needs
3. Greater flexibility in adjusting to customer’s shifting requirements
4. Lower cost through quality improvement and elimination of non value adding work.
· Because TQM aims to reduce costs as well as improve quality, it can be used as a program to implement both an overall low cost or differential business strategy.
· The following are essential ingredients of TQM:
1. An intense focus on customer satisfaction.
2. Customers are internal as well as external.
3. Accurate measurement of every critical variable in a company’s operations.
4. Continuous improvement of products and services.
5. New work relationships based on trust and teamwork.
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