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Implementing Strategy
“When companies fail to deliver on their promises, the most frequent explanation is that the CEO’s strategy was wrong.  But the strategy by itself is often not the cause.  Strategies most often fail because they aren’t executed well.  Things that are supposed to happen, don’t happen.  Either the organizations aren’t capable of making them happen, or the leaders of the business misjudge the challenges their companies face in the business environment or both.” 

Larry Bossidy & Ram Charan

Introduction
Once a strategy is formulated, it has to be implemented. Indeed, the difference between the best companies and other comparable ones is often not the strategy itself but the way it is implemented. Implementation of strategy calls for a systematic approach. As Larry Bossidy and Ram Charan mention, execution is often confused with tactics. Execution is a fundamental component of strategy and must be the core element of the company’s culture. “Execution is a systematic process of rigorously discussing hows and whats, questioning tenaciously, following through and ensuring accountability…. In its most fundamental sense, execution is a systematic way of exposing reality and acting on it.”
Drilling down strategy
Implementation involves drilling down high level goals into objectives, functional strategies and policies. Objectives translate the strategy into tangible goals. Functional strategy ​relates corporate strategy to business units and individual functions. Policies serve as guidelines for operating managers and front line employees and speed up decision making.

Objectives must be time bound, specific, measurable and have a stretch element. Examples of objectives include reducing recruitment costs, cutting down attrition among employees and lowering the cost of capital. 
A functional strategy describes the course of action for a key functional area within the organization. Functional strategies must be consistent with the overall strategy and the long term objectives of the company. Functional strategies are more specific and focused than corporate strategy. Functional strategies in marketing for example would pertain to specific issues like product, pricing, place and promotion. Functional strategies in operations might involve plant layout, make/buy decisions, choice of technology, production planning, etc. 
Policies provide guidelines for establishing and controlling the operations in a manner that is consistent with the long term objectives. Policies help to standardize many routine decisions.  While reducing the discretion of managers, policies speed up decision making. Provided they are consistent with the company’s overall strategy and are communicated effectively to employees, policies can speed up strategy implementation.
Systems & processes
If planning calls for out-of-the box thinking, implementation calls for discipline.  Companies good at strategy implementation have excellent systems and processes. By laying down clear routines and a robust framework for tasks and activities, systems and processes help minimize deviations from the desired behaviours.  True, systems and processes may lead to bureaucracy.  But the problem lies more in the mindset than anything else. If approached correctly, systems and processes will act as enablers rather than constraints. 
As Kaplan & Norton mention
, ineffective strategy implementation is more often caused by a poor management system rather than managerial competence or efforts. The management system refers to the integrated set of processes and tools that a company uses to develop its strategy, translate it into operational actions and monitor and improve the effectiveness of both strategy formulation and implementation. Kaplan and Norton recommend a five stage process to achieve this:
· Develop the strategy – Mission, vision, values, strategic analysis.
· Translate the strategy into long term objectives, measures & targets.
· Plan operations – Improve key processes, develop sales and operations plans and budgets.
· Monitor & learn – Review the strategy and operations.
· Test & adapt the strategy – Conduct profitability analysis.

Kaplan and Norton have developed a powerful tool for understanding the chain of cause and effect relationships among strategic objectives. Essentially building on the balanced score card, the chain starts with the long term financial objectives (such as return on capital), links it to the customer value proposition, subsequently the critical processes in the organization and finally the people working in the organizaton. To avoid the confusion arising out of multiple objectives, managers can divide the map into three to five strategic themes, each consisting of a set of related strategic objectives. For  example, to develop high value customer relationships, the firm may have to look in an integrated way at providing service (customer perspective), improve the CRM process including the software and put in place a clearly defined process for tracking and meeting customer needs (process perspective). Strategic themes help unit managers to customize each theme to their local circumstances and priorities, maintaining a sharp focus and keeping their objectives aligned with the overall strategy.
Aligning business units with corporate strategy 
While some amount of top down approach is unavoidable, strategy implementation is largely driven by the businesses and functions. In large multi business organizations, strategy implementation often runs into problems because different business units do not align themselves with corporate strategy. A key challenge is to coordinate the activities of these units and leverage their skills for the benefit of the organization as a whole. Too often, these units are out of synch and work at cross purposes. A second challenge is to get the involvement of people at all levels of the organization. 
Alignment of business units involves various dimensions - generating financial synergies, cross selling products and services to deliver unique solutions to customers and sharing of knowledge and expertise across the organisation. Alignment needs to be planned and executed carefully to maximize shareholder value.

As Kaplan and Norton mention, successful strategy implementation requires the alignment of four components: the strategy, the organization, the employees and the management systems
: “Strategy execution is not a matter of luck. It is the result of conscious attention, combining both leadership and management processes to describe and measure the strategy, to align internal and external organizational units with the strategy, to align employees with the strategy through intrinsic and extrinsic motivation and targeted competency development programs and finally, to align existing management processes, reports and review meetings, with the execution, monitoring and adapting of the strategy.”

These four components can be referred to as strategic fit, organization alignment, human capital alignment and alignment of planning and control systems.  Strategic fit refers to the internal consistency of the activities involved in implementation of the strategy. Strategic fit exists when the internal performance drivers are consistent and aligned with the desired customer and financial outcomes. Organization alignment explores how the various parts of an organization synchronise their activities to generate synergy. Human capital alignment is achieved when employees’ goals, training and incentives become aligned with business strategy. Planning and control systems alignment exists when management systems for planning, operations and control are linked to the strategy.

There are different ways of designing scorecards to achieve alignment. One way is to start at the top and then cascade down. Another way is to start in the middle, at the business unit level, before building a corporate scorecard and map. Some companies launch an enterprise wide initiative right at the start. Others conduct a pilot test at one or two business units before extending the scope to other enterprise units.

It often makes sense to build  the initial score card in a local unit where the leadership and enthusiasm exist. But local units tend to think too independently and ignore links and opportunities for integration with other units in the organization. The trick lies in involving corporate headquarters once the scorecard is ready and work out how it should be aligned with corporate priorities.

Flexibility is the key ingredient during the early stage of cascading. Once an organization starts using the tool, imposing corporate priorities from the top down, becomes easier and more acceptable.

Organization Design
Organization design plays a key role in strategy implementation. Organization structure groups similar tasks and activities and delineates roles and responsibilities. Structure improves the efficiency of operations and balances the need for specialization with that need for integration. The need for structure becomes evident as the business evolves. In the early days of an organization, structure receives little attention. Over time, as the scale and complexity of operations increases, problems emerge. The charisma of the founders becomes insufficient to manage a larger enterprise.  As the scale of business activity expands, activities have to be subdivided and responsibilities assigned. At the same time there must be tight coordination of the different activities. 
A functional structure is typically chosen at this stage. Thus there could be separate departments for marketing, operations, finance and human resources. Such a structure facilitates technical specialisation. But decision making is centralized and managers may find it difficult to take an integrated perspective.
As time progresses, the functional structure becomes inadequate to respond to the needs of the market place, giving way to a divisional structure. Such a structure divides the company on the basis of businesses or products or geography. Each business can focus on the business/product/region it knows best. 
But with time, a divisional structure leads to fiefdoms. Coordination across divisions  becomes difficult, resources are wasted and profitability declines. At this time, headquarters may take control and impose systems and processes or a new layer on the top to improve coordination. But this often leads to red tape and slow decision making. 
Alternatively, a matrix structure may be imposed. In a matrix structure, there is dual reporting. While such a structure aims at combining the best elements of functional and divisional structure, it may become unwieldy over time. Dual reporting leads to  various complications. Gradually, the pressure builds for simplifying the organization, divesting non core businesses and removing red tape. Most organisations use some combination of functional, divisional and matrix structure. 

There is a lot of literature available today on organization design. The recurring theme which emerges is that structures must change with time. But often these changes are not done proactively. According to Robert Simons
, structures tend to have a life of their own, and change in response to various factors. A change in structure is often driven by underperformance. Sometimes rapid growth may prompt changes in the structure. Expansion of product/business lines may also lead to a new structure.  
Unilever, the global FMCG group has revamped its structure in recent years. A couple of years back, Unilever launched a program called One Unilever and consolidated the businesses into three broad regions: Asia-Africa, Europe and the America.  More recently, a new region, Central and Eastern Europe (CEE) has been created, as part of the sharp focus on the high growth emerging markets. As senior executive Harish Manwani explains: “The idea behind the new structure was to bring in the might of Unilever into every market we operate, be it in terms of innovation, supply chain or best practices.” Another senior executive
 explains: “It has helped improve our execution at the front end, as today we have just two sales teams (Home & Personal Care and Foods) as against five earlier… There is little room for duplication as we don’t have separate teams for foods, beverages, detergents, ice creams, etc.”
Simons  mentions that organizations have to learn to reconcile the tensions between:

· Strategy & structure

· Accountability and adaptability

· Vertical hierarchy and horizontal networks
· Self-interest and organizational needs
Organization design must enable a company to implement the current strategy efficiently but at the same time allow scope for new ideas to be evaluated and tested. Many of the great ideas for developing new products and services come from the market. Structure determines how information from the market is processed and acted upon. Thus structure determines strategy and strategy determines structure in an interdependent fashion. 

Accountability is at the heart of organization design. People are answerable for performance on some measured dimension. At the same time, accountability should not discourage employees from experimenting and taking reasonable risk. 

A successful organization structure must not only take into account the ladders (vertical hierarchy) but also the rings (horizontal networks). Without horizontal integration,  departments will start working in silos and knowledge sharing will be difficult.
Human behaviour is a critical design variable. Organization design must promote the kind of behaviour that strikes the right balance between self interest and the organization’s needs.

The basic building blocks of any organization structure are market facing units and operating core units. Market facing units gather market data about customers, competitors, opportunities and threats. Responsiveness must drive the design of market facing units. But responsiveness must be balanced by efficiency. Otherwise, costs may go out of control. Operating core units do just that, by standardizing work processes, applying best practices to the firm’s internal operations and generating economies of scale and scope. 

Span of control is the range of resources for which a manager is given the rights to take decisions and held accountable for performance. Market facing managers usually want a wide span of control to maximize customer responsiveness. But as the span of control increases, there is duplication of resources leading to inefficiency. The actual span of control chosen, would depend on what is more important, customer responsiveness or cost control. 
There are five possible designs based on the specific circumstances faced by an organization:
· Low price – When customers are price sensitive, the span of control must be wide for managers of internal operating functions. The operating core units must supply inputs to market facing units efficiently and cost effectively.

· Local value creation – When the focus is on tailoring products and services to suit the tastes and needs of customers in particular geographic regions, a significant portion of value creation must be located close to the customer. The managers of regional units are entitled to a wide span of control.

· Global standard of excellence - Here, companies compete by establishing excellence in product design, technology or brand attributes. Customers are defined on a global basis. Market facing units are configured by global product family, not by region or function.

· Dedicated service relationship – Here, the focus is on offering important customers, a long term service relationship. Long term customer satisfaction and responsiveness to customer needs become the basis for differentiation. 
· Expert Knowledge – Here, units are grouped by knowledge specialty. Customers reside in knowledge markets, rather than product markets. Cost efficiency is a low priority for such organizations. Experts in the market facing units are allocated all available resources subject to the ability of the business to generate adequate revenues.
Measures & Metrics
Organization design demands the right performance measures. What is measured is presumed to be important and is more likely to get done. What is not measured tends to be ignored. A good measure must be objective, complete and be responsive to the efforts of the individual whose activities are being monitored. 
In their book, The Knowing Doing Gap, Jeffrey Pfeffer and Robert I Sutton explain why it is important to choose performance metrics very carefully. Metrics may lead to peculiar behavioral issues and many unintended consequences. Thus, blind adherence to making the budget leads to all kinds of games in setting the budget targets in the first place. Then to obtain short-term results that meet or exceed targeted expectations, people may do numerous things which may be harmful to the firm in the long run.

Good measurement systems must be simple enough to focus attention on key elements and fair enough so that people believe they can affect the measures. Also, the measurement systems must not be so powerful in directing people and laying too much emphasis just on the quantitative measures. No measurement system can capture all the important elements of performance needed for the organization to be successful. So, measurements should be guides, helping to direct behavior, but not so rigid that they begin to replace judgment and wisdom.

Pfeffer and Sutton  point out that companies tend to focus on end-of-process measures and not have enough process indicators that help people understand what is going right and what is going wrong. End-of-process measures put a great deal of pressure  on people but often do not measure or control the things that really matter and things that they can directly affect – their specific behaviors and actions on the job.

The firms which are good at turning knowledge into action, measure things that are core to their culture, values, business model and strategy, and use these measures to make business processes visible to all employees. Pfeffer and Sutton recommend the following measurement practices to help organizations to leverage knowledge effectively:

· Focus less on trying to assess individual performance and more on factors critical to organizational success.

· Focus more on processes and means to ends, and less on final outcomes. This not only facilitates learning but also provides data that can better guide action and decision making. 
· Focus on an ongoing process of learning from experience and experimentation. When the business environment is likely to change, practices that are effective now, may be ineffective in the future. 
·  Use comparatively few metrics. 
Pitfalls in implementation

Confusing goals – Too many measures can confuse people. When technology facilitates easy collection of information, there is always the temptation to measure too many variables. Focus on the critical performance variables is important. 

Conflicting incentives – People may be rewarded for behaviours that are different from the behaviour senior managers desire. This may happen especially when incentives are strongly linked to financial measures. 

Misalignment of accountability & control – Accountability and control may not be aligned. The span of accountability is defined as the range of trade offs that affect the performance measures used to evaluate a manager’s achievements. When the span of accountability is greater than the span of control, individuals are forced to think like entrepreneurs. But the entrepreneurial gap must not be so wide as to cause frustration or deep anxieties about failure. 

Faulty connection to value creation – Outcome measures may fail to respond to improvements in driver measures. Hardwired incentives represent a direct connection between goals, results and rewards. The problem here is that managers may negotiate lower goals, take actions that maximize the payout formula but do not produce desired results. Softwired incentives are determined subjectively based on effort. Such incentives facilitate the recognition of innovation, entrepreneurship and unique contributions in support of strategy implementation. Softwired incentives will be effective when subordinates trust the ability of seniors to recognize their contribution. 

Inadequate competence & skills – Individuals may not be capable of responding effectively when given a wide span of accountability, demanding goals and insufficient resources. 

Source: Robert Simons, “Levers of organizational Design.”
In short, performance measurements should not be rigid and mechanical. As Larry Bossidy & Ram Charan mention, “One of the things many mechanical evaluations miss is how candidates performed in meeting their commitments – where they did so in ways that strengthened their organizational and people capability as a whole or weakened it.  How leaders meet their commitments is at least as important as whether they meet them and is often more important.  Meeting them the wrong way can do enormous damage to an organization.” 

Effective leadership

The top management, especially the CEO plays a catalytic role in strategy implementation. The CEO symbolizes the strategy and provides guidance while the strategy is being implemented. The CEO plays the lead role in deploying the right managers, in the right slot to implement strategy. Insiders are usually less adaptable to change but they have greater knowledge of the company. Outsiders can act as powerful change agents but they may take time to understand the company. Moreover, by occupying powerful positions, outsiders can lower the morale of people already inside the organization. So the right blend of insiders and outsiders is  recommended.
Effective and speedy decision making is an integral part of strategy implementation. The quality of decision making in an organization in turn depends on the leadership style. Does the leader empower people? Does the leader encourage dissent and consideration of various alternatives? Does the leader shoot the messenger carrying unpleasant news? Does the leader come down heavily on people when things go wrong? 
Larry Bossidy & Ram Charan
, make an important point that leadership in execution should not be confused with micro managing.  It is about active involvement, immersion in key details, putting in place a culture and processes for executing, rewarding people who are getting the things done, and helping people understand the priorities. 

Companies often get into trouble because they go into a state of denial despite plenty of data available to them. In great companies, people confront reality and do not hesitate to talk about it in front of their leaders. 
How can leaders create a climate where the truth is heard? Jim Collins
, offers four basic practices:

· Lead with questions, not answers

· Engage in dialogue and debate, not coercion

· Conduct autopsies, without blame

· Build “red flag” mechanisms

In the face of difficulties, optimism is necessary. But at the same time, companies must confront the most brutal facts of their current reality, however unpleasant it might be. Collins calls this the Stockdale paradox. The great leaders operate from both sides of the Stockdale Paradox. Because of an honest and diligent effort to determine the truth of its situation, the right decisions often become self-evident. 

Follow through
Larry Bossidy & Ram Charan have explained
, the importance of follow through: “Follow through is the cornerstone of execution and every leader who is good at executing follows through religiously. Following through ensures that people are doing the things they committed to do , according to the agreed timetable.  It exposes any lack of discipline and connection between ideas and actions and forces the specificity that is essential to synchronize the moving parts of an organization.”

An integral part of follow through is meetings. People must get together from time to time and exchange notes to track the progress in strategy implementation.  Meetings are also useful for knowledge sharing and helping people learn from their mistakes.  Indeed, despite all the advances in technology, meetings still remain the best way of tracking and controlling strategy implementation. But meetings often tend to be unfocused and unproductive, leading to cynicism and frustration.
Kaplan and Norton mention that companies must develop clarity on what the meeting is all about, the kind of information needed, the frequency of the meeting, who should be invited, what should be the focus of discussions and the expected goal at the end of the meeting. Accordingly, Kaplan and Norton draw a distinction among three types of meetings:  Operational Review, Strategy Review, and Strategy Testing and Adapting. In operational reviews, which are held frequently, the focus is on identifying and solving short term operational problems. In strategy reviews, which are typically held on a monthly basis, the focus is on strategy implementation and making mid-course changes. In strategy testing and adapting meetings, which are typically held annually (unless the industry is changing too fast) the focus is on testing and adapting strategy based on analytics. The goal of strategy testing and adapting meetings is to improve strategy and take decisions on new strategic initiatives. 
Culture
Culture plays a big role in strategy implementation. Culture is the set of important assumptions that members share and which strongly influence the activities, opinions and actions within the firm. These assumptions can be broadly divided into beliefs and values. Beliefs are assumptions about how the world works. Values are assumptions about priorities - what ideals are desirable or worth striving for. People become fundamentally committed to the organization’s beliefs and values when they internalize them, and accept them as personal beliefs and values. In general, a company’s culture is shaped by three factors – the nature of the industry, founders and senior leaders and actual experience in coping with problems. 
Culture can be a strength as well as a weakness while implementing strategy. Culture eases and economises communications, facilitates organizational decision making and control, leading to high levels of cooperation and commitment among employees. But culture becomes a weakness when it stands in the way of change and needed adjustment to business needs.  
Ultimately, implementation is about converting knowledge into action. Strategy implementation calls for a strong action orientation that focuses on outcomes, as opposed to activities. But as Pfeffer and Sutton point out, in many companies, there is a big gap between knowing and doing.  The knowing-doing gap can be minimized if we understand and carefully deal with the following factors:

Why before how: Managers must not only learn “how” in terms of detailed practices and behaviors and techniques, but also “why” in terms of philosophy and general guidance for action.

Knowing comes from doing and teaching others how: Learning is best done by trying a lot of things, learning from what works and what does not, thinking about what was learned, and trying again. Teaching reinforces learning as during a class, questions are raised and points debated by the participants. 
Action counts more than elegant plans and concepts: Without taking some action, learning is more difficult and less efficient because it is not grounded in real experience. People must be encouraged to fire and then aim.
There is no doing without mistakes: Even well planned actions can go wrong. All learning involves some ‘failure,’ something from which one can continue to learn. Reasonable and justifiable failures should be tolerated.

Fear fosters knowing-doing gaps: Fear has a strong influence on the mindset of employees. People will not try something new if they are afraid of failure. Leaders must inspire respect, affection, or admiration, not fear.

Fight the competition, not each other: Firms establish various practices that intensify internal rivalry: forced-curve performance rankings, prizes and recognition for the top performers  and individual rewards and measurements that set people against each other. Instead of competition, organizations should encourage cooperation and collaboration.
Measure what matters and what can help turn knowledge into action: Typical information systems can tell us what has happened – but they seldom help us understand why results have been as they have or what is going to happen in the near future. So process measures are as important as outcome measures.
What leaders do, how they spend their time and how they allocate resources, matters: Leaders of companies which have been successful in minimizing the knowing-doing gap understand that their most important task is not necessarily to make strategic decisions, or, for that matter, many decisions at all. Their task is to help build systems that facilitate the transformation of knowledge into action in a smooth, reliable way.

Conclusion

Bulk of strategy implementation is about change management and launching new initiatives. According to Heike Bruch and Sumantra Ghoshal
, They often spot a chance to launch a big initiative, but for some reason, they cannot get started. Even if they begin the project, they give up when they see the first big hurdle. They often tend to ignore or postpone dealing with crucial issues which require reflection, systematic planning, creative thinking, and above all, time. Instead, they are happy dealing with operational activities that require more immediate attention. Daily routines, superficial behaviors, poorly prioritized or unfocused tasks make unproductive busyness the most critical behavioral problem in large companies.
People with a strong orientation possess two critical traits: energy and focus. Energy implies a high level of personal commitment, involvement and effort. Only managers with energy can put in exceptional efforts when tackling heavy workloads or responding to tight deadlines.

Purposeful action also requires focus. That means channeling energy toward a specific outcome. Focused managers are not affected by the many distractions of daily work life. They are goal oriented, clear about what they are striving for and channel all activities toward achieving the desired goal. They take the time to reflect regularly on their own behavior, and are willing and able to choose what to do and not do each day. Focus requires personal discipline and the ability to insulate oneself from everyday demands on attention and emotions.
Bruch and Ghoshal draw an important distinction between motivation and will power. Motivation helps managers sustain organizational routines. But the more important tasks are usually complex and require creativity and innovation. When dealing with ambitious goals, high uncertainty and extreme opposition, managers have to rely on the power of their will.

Willpower goes beyond motivation. It enables managers to act, even when they are disinclined to do something, uninspired by the work, or tempted by other opportunities. Willpower gives managers the drive to produce results, helps them overcome barriers, deal with setbacks, and persevere in the face of stiff challenges. Willful managers resolve to achieve their intention, even in adverse circumstances.

All managers are capable of engaging willpower. Willpower flourishes when managers develop a clear mental picture of their intention, make a conscious choice to pursue that intention, and develop strategies for protecting their intention against distractions, boredom, or frustration. It is willpower which ultimately determines whether strategy is successfully implemented or not. 
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